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General market development (01/1996 – 06/2008)
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Sample portfolios of different investment strategies 
by comparisonby comparison

microfinance

hedge funds

money market

Defensive

20% stocks; 50% bonds
20% hedge funds; 10% money market

hedge funds

money market

bonds

hedge funds
Balanced

40% stocks; 30% bonds
20% hedge funds; 10% money market

bonds

hedge funds

5% or 10% substitution

through MF

Basis portfolio
without MF-share

stocks Growth

60% stocks; 10% bonds
25% hedge funds; 5% money market

Portfolios 
with MF-share

stocks

What happens with the portfolio return and the portfolio risk if we substitute 5% or 10% of any chosen
asset class with microfinance investment funds?

24 tf li h b l d Th t i ht tf li f h i t t t t24 portfolios have been analysed. That means eight portfolios for each investment strategy
(defensive, balanced, growth)
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Stocks: MSCI World; Bonds: JPM GBI, Hedge Fund: HFRI Fund of Funds

Money Market: UBS Money Market Fund

Data source: Datastream



Microfinance Debt Funds - a diversification 
instrument for all portfoliosinstrument for all portfolios…

Standard deviation of the „Defensive“ Portfolios… 
in % (1999 01/2008 06) „5% Dexia Fund“

4.29 3.93 4.08 4.14 4.29

in % (1999.01/2008.06)
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Portfolio

Basis Portfolio Substitution Microfinance

The strongest diversification effect can be achieved by substituting stocks
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… but with different return contribution

Expected return of the „Defensive“ Portfolios… 
in % (1999 01/2008 06) „5% Dexia Fund“

5.18 5.28 5.15 5.03 5.26

in % (1999.01/2008.06)
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Portfolio

Basis Portfolio Substitution Microfinance

A substitution with 5% Microfinance account of stocks respectively money market achieves 
the highest return improvement.
Unfavourable was the substitution with hedge funds in terms of portfolio return.

5



Sharpe Ratio depends on the market cycle...

Sharpe Ratios of the „Defensive“ Portfolios… 
in % (1999 01/2008 06) „5% Dexia Fund“

0.32 0.37 0.33 0.29 0.34

in % (1999.01/2008.06)
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Portfolio

Basis Portfolio Substitution Microfinance

Substituting stocks respectively the money market segment achieves the 
best risk-return relationship (market cycle). 
Additional empirical research for other well known MF-Funds did yield 
similar results.
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Microfinance Investment Funds  - an interesting 
investment for portfolio managementinvestment for portfolio management

Microfinance debt funds reduce the portfolio
risk of the defensive and balanced investment
strategy independently of the substituted asset
classes.

The return contribution depends from the
chosen substituted asset class and the market

portfolio
management

cycle (e.g. hedge funds vs. money market).

The riskadjusted return (Sharpe Ratio) 
increases for all analysed portfolios exceptincreases for all analysed portfolios except
hedge funds (depending on the market cycle).

Type of „ideal“ investor
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Outlook – How will microfinance investments 
develop in the future? Are there any issues? develop in the future? Are there any issues? 

Risk Profile (Fund Rating)Risk Profile (Fund Rating)

Sustainable MF Investment Opportunity Set

Currency (Local)
challenges

Currency (Local)

Ownership, Corporate Structure
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Thank you for your attention!

Oliver Oehri
Enabling Microfinance AG

423 230 07 65+423 230 07 65
oehri@enabling.li

Enabling Microfinance AG
member of Microfinance Initiative Liechtenstein (MIL)member of Microfinance Initiative Liechtenstein (MIL)
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