A Typical Deutsche Bank MDF Loan Structure

· Loan size $100,000

· 2% annual interest rate

· Quarterly interest payment in US dollars (USD)

· 3- 5 year maturity
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Local Banks

= MFI earns market interest on this USD-based deposit of the Deutsche Bank MDF proceeds
which helps defray the costs of local currency loans from the commercial bank. Deutsche
Bank MDF loan remains in USD unless the MFI defaults on the loan to the local commercial
bank thereby avoiding foreign exchange risk.

= Local currency market rate loans must have a minimum leverage ratio of 2:1

= Loans to micro-entrepreneurs have maturities that are often less than six months and typically
less than one year.

Deutsche Bank
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· MFI earns market interest on this USD-based deposit of the Deutsche Bank MDF proceeds, which helps defray the costs of local currency loans from the commercial bank.  Deutsche Bank MDF loan remains in USD unless the MFI defaults on the loan to the local commercial bank thereby avoiding foreign exchange risk.

· Local currency market rate loans must have a minimum leverage ratio of 2:1.

· Loans to micro-entrepreneurs have maturities that are often less than six months and typically less than one year.  

Micro-entrepreneurs





Local Banks





Local Microfinance Institution 


(MFI)





Deutsche Bank Microcredit Development Fund





$200,000 equivalent in 


local currency





$100,000 collateral





Repayment





Local currency loans





$100,000 


on maturity





$100,000










