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he agriculture sector remains the key driver of TKenya's  economy  contributing  approximately twenty  percent  (20%)  of  the  annual  Gross Domestic  Product  (GDP)  directly  and  an  additional twenty  seven  percent  (27%)  indirectly.  The  sector accounts  for  65% of Kenya's  exports  and plays  an important role in job creation, improving livelihoods and ensuring food and nutritional security. The sector is a key contributor to the aspirations of the country's Vision  2030  and  'The  Bottom­up  Economic Transformation Agenda (BETA).The Agricultural Finance Corporation is a government owned  Development  Finance  Institution  (DFI) charged  with  the  mandate  of  providing  affordable credit and technical assistance to spur development within  the  agricultural  sector.  To  achieve  this,  the Corporation  has  its  medium­term  transformation strategy  whose  intent  is  to  support  government's development agenda more so the commitments in the agricultural sector. The  agriculture  sector  financing  models  contained herein,  are well  aligned  to  the Government's  long­term  and  Medium­Term  Development  Priorities,  as well as the Constitution of Kenya, the Vision 2030, the Agricultural  Sector  Development  Strategy  (ASDS) 2010­2020,  the  Sustainable  Development  Goals (SDGs) and the Africa's Agenda 2063. The business models  have  been  developed  in  such  a  critical moment  as  the  agricultural  sector  and  the  Kenya's economy is recovering from the impacts of Covid­19 pandemic,  the  ravaging  drought  and  the  resulting economic downturn. This is a deliberate strategy to support the government efforts and the private sector in rejuvenating the economic recovery in the country. These models are  informed by the sector needs as they are a product of consultative and participatory process  encompassing  stakeholder's  discussions, expert consultations, key informant interviews, focus group discussions and literature reviews. Equally, the draft document has subjected to review, comments and inputs by different stakeholders. We believe we have the right proposals to drive the transformation of the agricultural sector.On behalf of the Agricultural Finance Corporation, I convey  special  appreciation  to  Financial  Sector Deepening Trust (FSD)­Kenya and Alliance for Green Revolution in Agriculture (AGRA) for supporting this process with financial and technical resources. Special 

ACKNOWLEDGEMENT mention  goes  out  to  Genesis  Analytics  team  for effectively  guiding  the  process  as  the  consultants.  I equally  take  cognizance  and  appreciate  the  support and  guidance  of  the  board  of  directors  led  by  the Chairman  Eng.  John  Mruttu,  and  my  management team and staff for their valuable input and support into the formulation these models and investment papers. I also recognize and appreciate in a profound way the effort and dedication of the team responsible for the papers led by Mr. John N. Mungai and team members who  included;  Mr  Bonano  Badia,  Mr  Cornelius Onsongo, Ms Ruth Okatch, Mr. Eurry Mabonga, Miss Daisy Tum, Mr. Boaz Korir, Ms Leah Wandera, Mr. Savio Sunkuli, Mr. Dennis Mulongo, Ms Catherine Ndivo and Ms Winnie Too.Finally, I express my confidence that roll­out of these financing models will be a game changer not only in the Corporation's business but also in driving the financial inclusion  agenda.  This  will  be  a  catalyst  in  the transformation  of  not  only  the  Agricultural  Finance Corporation but also the agricultural sector as a whole.                           George Kubai                       Managing Director
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gricultural sector is a key pillar in Kenya AVision 2030 and the Bottom­up Economic Transformation  Agenda  (BETA).  The sector  is  the  backbone  of  the  Kenyan  economy contributing  directly  20%  of  the  Gross  Domestic Product (GDP) in 2022 and another 25% indirectly. The sector accounted for 69.7% of total exports, employs over  70%  of  Kenya's  rural  work  force  and  provides more than 15.5% of formal employment. Additionally, agriculture  sector  generates  about  70%  of  raw materials for agro­industrial production and generates 45%. Despite its significance, the agriculture sector in Kenya  faces  numerous  challenges,  including limited  access  to  finance,  lack  of  predictable markets,  post­harvest  losses,  climate  change, inadequate  technical  know­how,  and  low productivity Likewise,  child  poverty  and  general . poverty is high in the large number of participants in the sector  in  the rural areas who are predominantly agrarian.Agriculture financing especially for smallholder farmers,  traders  and  small  and  medium enterprises (including women and youth) is not developed  in  Kenya  e.g.,  financing  short  and long­term  investments  in  inputs,  tools, irrigation, and technology.   The banking sector is especially challenged by lack of good underwriting data and  skills;  high  operational  costs  associated  with serving  remotely  based  small  farmers/enterprises; trade  risks  posed  by  the  sector  informality  and commodity  price  swings  and  risks  aggravated  by dependency on rain­fed agriculture, changing weather patterns  as  well  as  weak  post­harvest  trading, 

1.  INTRODUCTION AND BACKGROUND

Figure 1: Financial access by source of livelihood

 Kenya National Bureau of Statistics (KNBS), 2020 Kenya National Bureau of Statistics (KNBS), 201812

To  reach  these  segments,  AFC  intends  to primarily  focus  on  SACCOs,  MFBs  and  MFIs, Fintechs and Anchor clients  that have greater reach  in  rural  areas  and  among  the  target market. These FIs often make use of social networks and  social  collateral  models,  savings­based  lending products, willing to lend to risky segments  and  the i r   vast networks  in rural areas (either through  physical  branches  or through  digital  channels) making  them  critical  financing partners.  In  addition,  AFC will help  support  the  increased tailoring of FI financial products to  meet  the  need  of  specific value  chains.  These  would leverage  the  AGRA  Agri­MSME  Ecosystem  Database and bankability metrics.

To  catalyze  rural  lending,  there  is  need  to address the capital challenge faced by Saccos, MFIs and other institutions like big rural buyers, by innovating how they can access appropriate capital for on­lending. This model aims to catalyze financing  into  the  agricultural  sector  through deployment  of  funding  to  financial  institutions (including  banks,  MFBs,  SACCOs  and  MFIs  and Fintechs),  asset  financing  companies  and  anchor clients  that  can  increase  lending  to  segments  not traditionally catered to by financial  institutions (FIs). These segments would include women, youth, other marginalized groups and agri­preneurs. 

warehousing, and processing arrangements. Last  mile  financiers  l ike  SACCOs,  User cooperatives,  Microfinance  Institutions  and digital money lenders are stepping in to address the existing financial provision gaps and have deve loped   financ ing   models   that   can underwrite smallholder farmers' risks and have rural outreach but often suffer from insufficient capital.  These  last­mile  financiers  with  the  right outreach  and  lending  operations  face  challenges  in raising  sufficient  capital  to  meet  agriculture  sector financial  needs.    The  access  to  lending  capital landscape in Kenya is skewed in favour of tier one and two banks who hold most of the customer deposits in the country.

Source: FinAccess Study, 2021
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1.  ABOUT AFC TRANSFORMATION JOURNEY

 In  the  recent  past,  the  Corporation  has undergone strategic refocusing with an ultimate aim  to  transform  into  a  sustainable  and impactful  lender.  This  has  seen  the  Corporation improve and sustain its performance on key business metrics  and  has  attained  favourable  annual performance  rating  by  the  regional  agencies  and government performance rating agencies over the last five years despite the economic disruptions. 

gricultural Finance Corporation (AFC) is a Agovernment   owned  development financial institution mandated to provide affordable  credit  to  actors  along  agricultural value  chains.  The  Corporation  is  the  only development  financial  institution  in  the  country  that focusing 100% on financing agriculture sector. With a network spread across the country, AFC mission is to provide sustainable financing through participative and collaborative financial and non­financial interventions, innovations, technology and products. 

The Corporation's new business model is derived f r om   i t s   med i um   t e rm   s t r a t e g y ,   i t s transformation  agenda  and  the  government Bottom­up Transformation Agenda (BETA). This will  ultimately  transform  AFC  into  a  sustainable, impactful  and  the  go­to  financial  institution  for  the 

agricultural sector. The Corporation is focusing on the initial four model to refocus the institution as a market marker  in  agricultural  financing.  The models  include wholesale  lending  (through  SACCOs,  MFIs,  banks, anchor  clients  and  Fintechs),  warehouse  receipt financing, the credit guarantee scheme financing, and agricultural  mechanization  financing.  Wholesale lending model was developed and tested through the support of AGRA, IFAD and the National Treasury. This has been tested with eight SACCOs borrowing over KES 1 billion with  less  than 1% NPL. The  current  loan demand pipeline of wholesale financing stands at over KES 4.0 billion.   The  Corporation  seeks  to  transform  the financing of agriculture building on the lessons learnt and based on the apex model and seeks KES 100.9 billion over five­year period. Currently the Corporation is lending KES 340 million monthly from the revolving fund out of monthly credit demand of KES 1.25  billion  monthly.  The  KES.  900  million  monthly unmet demand (KES 15 billion annually) is experienced due to lack of sufficient funds. It is important to note that this demand is based on walk  in client (word of mouth)  without  any  marketing  or  promotion.  The Corporation is targeting to lend a conservative KES. 1.7 billion Monthly  once  the  it  implements  the proposed models with timely disbursements. 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To implement the first phase, the Corporation is raising KES. 100.9 billion (USD 917 million) to reach  2.6  million  users  by  implementing  the initial four models. The apex approach will lead to the  Corporation  channelling  75%  of  these  funds through  indirect  financing  mechanisms  under wholesale  lending  and  credit  guarantee  financing models. This will not only increase the outreach of AFC but also improve the sustainability of the Corporation with a projected return on investment 24% over the five­year period. Use of existing lenders and innovators will not only increase the outreach but also reduce the risk of default. The Corporation will also champion the opening of new agricultural frontiers. 

iv) Agricultural Credit Guarantee Financing model to catalyze funding into the sector by de­risking agricultural enterprises.

he  success  of  the  Agricultural  Sector  is Tdependent on the level and sustainability of funding to all value chain players. This has however not been the case as annual credit to the sector in Kenya has averaged between 3% ­ 5% of the total credit by the commercial banks over the last five years. To transform this narrative, AFC has developed and  seeks  to  implement  new  agri­financing models. These will enable the Corporation transform AFC into an  impactful  apex  lender  that  will  not  only  drive financial access and inclusion, but also attract and de­risk private investments into the agri­sector. The first phase  of  the  financing  business  implementation models includes; 

The  total  projected  outreach  from  the  four models  in 2.6 million smallholder farmers and agri­preneurs  with  the  following  estimate annual lending. For year 1, 16% (KES 16.4 billion) will be loaned. The subsequent year two, 18% (KES 17.8b), 19% (KES 19.6b) in year 3, 22% (KES 21.9b) in 

i)  Wholesale  Lending  Model  to  SACCOs, microfinance institutions, and anchor clients to serve  financially  excluded  segments,  with  a view of enhancing outreach.ii)  Warehouse Receipt  Financing model,  to serve as an alternative collateral mechanism, enabling producers to access credit backed by the warehouse receipt.iii) Mechanization  financing model,  to  scale up  acreage  under  production  and  enhance agricultural productivity.

1.  THE NEW INNOVATIVE AGRICULTURAL FINANCING MODELSyear 4 and 25% (KES 25.1b)  in year 5. The  largest share of 69% (KES 69.8b) will go towards wholesale lending with projected direct outreach of 2.0 million, agriculture  credit  guarantee  270,733,  warehouse receipt  financing  229,913,  and  direct mechanisation financing 66,720. 

The  overall  projected  return  of  investment (ROI)  is  24%  with  models  like  wholesale lending projected at 28% ROI. The 24% ROI gives room  to  reduce  the  wholesale  lending  rate  as  an incentive  for  the market  to  issue  affordable  pricing. Agriculture  credit  guarantee  model  has  the  lowest return on investment of 8% but will be a major catalyst for the rollout of the other models. 

Figure 6: Projected Financial Performance ­ 5 Years

Source: AFC implementation models research by AFC / Genesis Analytics,

Figure 7: Projected financial performance – 5 years

Source: AFC implementation models research by AFC / Genesis Analytics,
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MODELLING ASSUMPTIONS

The models has accompanying investment papers which are summarized below.

The projections are modest and were made with several assumptions. Good uptake and repayment of loans is based on the current portfolio performance. AFC will levy the following fees when administering wholesale financing: business development fees of 6%, processing fees of 2.5%, and interest rate fees of 10%. The following are assumptions used  in building the model:  treasury management 54% of available and unused cash (43% allocated to fixed deposits and 3% preserved as cash), cost associated with NPLs is based on the lower levels of NPLs experienced in the wholesale lending NPLs per the type of institution range from between 2% to 3% of the funding that is extended, cost of borrowing (interest payments) which is achieved using the following formula: donor funding rate (3.5%) + premium (1.5%) to get an average interest rate of 5%, and the cost of offering business development services to the third­party institution will not be borne by AFC. Instead, the institution will seek grant financing to cater for these costs. 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a)  The overview of wholesale financing ModelTable 1: Summary of the wholesale financing model
A)  WHOLESALE FINANCING MODEL

b)  About the Wholesale financing ModelThis model aims  to catalyse financing  into  the agricultural sector through deployment of funds to  financial  institutions,  asset  financing companies and anchor clients that can increase lending to segments not traditionally catered to by  FIs.  The  model  involves  extending  affordable liquidity  financing  through  financial  institutions  to agriculture and  supporting  the  increasing  tailoring of financing  products  by  FIs.  The  targeted  excluded groups include women, youth, smallholder farmers, and agri­MSMEs.  To  reach  these  segments,  AFC  will primarily focus on SACCOs, MFBs and MFIs & fintechs that have greater reach in rural areas and among the target  market.  With  the  projected  funding,  the wholesale  lending would constitute 69% of AFC  loan 

book by year 5 significantly shifting the risk drivers to a less risky and high impact model. Through this model, AFC  can  expect  to  scale  amount  and  diversity  of lending to  the agriculture sector.   This will  serve  to support  the  agricultural  sector  and  its  production which  ultimately  seeks  to  address  the  government goals of achieving food security, reducing food imports and export promotion. The summary of the wholesale financing model is presented below.

9
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Table 3: Wholesale financing model partners categorisation 2023 ­ 2027Source: AFC implementation models research by Genesis Analytics [**Detailed financial model can be availed on request]

Source: AFC implementation models research by Genesis Analytics

c) The 5 year projected Financials – Wholesale Lending Model Table 2 : Wholesale financing model projections (5 years)

d)Projected  Outreach  of  Wholesale  Financing Model. AFC will aim to reach 2,000,000 smallholder farmers and agri­preneurs by year 5 by disbursing KES 69.7 billion over five years.  The total leveraged reach will be 400,000 in year 1 and grow to 1,668,086 SHFs and agripreneurs in year 5, largely due to the benefits of leveraging the initial loan amount. This 

Note: 1. The numbers quoted represent SHFs | 2. A total of 2,000,000 SHFs will benefit from wholesale lending | 3. A total of 20,000 SHFs will benefit from BDS.

AFC will aim to reach 2,000,000 smallholder farmers and agri­preneurs by year 5 by disbursing KES 69.7 billion over five years.  The total leveraged reach will be 400,000  in year 1 and grow to 1,668,086 SHFs and agripreneurs in year 5, largely due to the benefits of leveraging the initial loan amount. This would equate to a total of 2,000,000 SHFs and agripreneurs financed over the 5­year period with SACCOs and MFIs/ fintechs receiving the bulk of the funding, reflecting their ability to reach the target segments.

Table : Summary of the wholesale financing model projected reach
would equate to a total of 2,000,000 SHFs and agripreneurs financed  over  the  5­year  period  with  SACCOs  and  MFIs/ fintechs  receiving  the  bulk  of  the  funding,  reflecting  their ability to reach the target segments.
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f)  Risk Management InstrumentsTable 5: Summary of the wholesale financing model ­ risk management instruments

e)  Potential Challenges and Mitigation for the wholesale financing model 

11
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I)  WAREHOUSE RECEIPT (WR) FINANCING MODELa)  Overview of the warehouse Receipt Financing ModelTable 6: Summary of the WR financing model.

a)About  the  Warehouse  Receipt  Financing ModelSmallholder  Farmers  (SHFs)  face  a number of challenges  which  limits  their  profitability. Examples of these key challenges include limited access to  markets,  high  post­harvest  losses  due  to  limited availability  of  adequate  storage  facilities  and  limited access to finance as financial  institutions continue to rely  heavily  on  traditional  collateral  backed  lending. SHFs  are  therefore  often  necessitated  to  sell  their produce at low prices after harvest and often struggle 

to gain access to finance that would allow them to scale their  operations.  Under  the  WRS,  owners  of commodities deposit produce in certified warehouses and are  issued a title document called a Warehouse Receipt (WR) as proof of ownership. By implementing the WRS, AFC will be a key implementer of GoK's policy on ensuring food security for all, reducing post­harvest losses  as well  as  increasing  and  stabilizing  farmers' incomes. The summary of the WR financing model is presented below.12
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c)  The 5 year projected Financials ­ Warehouse Receipt Financing ModelTable 7: Warehouse Receipt Financing projections 2022­2026

d)  5 Year Projected OutreachIt  is  estimated  that  through  this  model  ~ 376,885  SHFs  would  benefit  from  accessing finance over the next five­year period; starting at 2,520 SHFs in year 1 and growing to 211,466 SHFs in year 5. With this form of alternative collateral AFC  will  further  upscale  its  efforts  on  financing marginalised  groups  such  as  smallholder  farmers, women  and  youth  who  often  lack  title  deeds.  The Table 8: Summary of the WRS financing model ­ reach

Note: 1. The numbers quoted represent SHFs | 2. A total of 376,885 SHFs will benefit from WRS | 3. A total of 346 SHFs will benefit from BDS

Source: AFC implementation models research by Genesis Analytics. [**Detailed financial model can be availed on request]
success of the WRS would also allow farmers to store produce until prices are more favourable which would have the result of achieveing better returns to them. Additionally,  the  system  can  reduce  post­harvest losses as  the storage and care of  the commodity  is transferred  to  certified  warehouses  equipped  with appropriate facilities and expertise to ensure quality and quantity.   The projected five­year outreach is as presented below

e)  Potential Challenges and Mitigation for the Warehouse Receipt Financing Model Table 9: Summary of the WRS financing model ­ challenges and mitigations
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f)  Risk Mitigation InstrumentsTable 10: Summary of the WRS financing model ­ risk management instruments

14
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a)  Overview of the Agricultural Credit Guarantee Financing ModelTable 11: Summary of the ACGS financing model.

The agricultural credit guarantee model seeks to  address  the  market  gaps  in  the  Credit Guarantee  schemes  (CGS)  developed  for  the Kenyan market, where very few explicitly focus on assisting the agricultural sector and these credit guarantee schemes are largely directed toward banks alone. The need stems from the fact that agriculture only accounted for a mere 4.2% of total gross commercial banking loans in 2021 against its GDP contribution of over 30%, a significant under representation  in  lending  activities.  Gross  non­performing loans (NPLs) for the banking sector stood at 12.5% with the agriculture sector reporting only 5% implying that majority of the loans were advanced to large established agribusinesses. Smallholder farmers 

b)About  the  Agricultural  Credit  Guarantee Financing Model

C)  AGRICULTURAL CREDIT GUARANTEE SCHEME FINANCING MODEL

The  summary  of  the  Agriculture  Credit  Guarantee Scheme financing model is presented below.

are  largely perceived as high­risk customers and the fact that lenders lack the ability to properly assess SHFs creditworthiness  reduces  the  credit  advancement  to this segment. Through the financing model, AFC will deal directly with the problem of low agricultural lending by providing a mechanism  for  r isk  transfer/de­r isk ing  and diversification by covering part of the default risk hence lowering the lenders' risks and increasing their appetite for agricultural lending. This will serve to support the agricultural sector production which ultimately address the national food security goals. 
15
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The summary of the Agriculture Credit Guarantee Scheme financing model is presented below.c)  The 5 year projected Financials ­ Agricultural Credit Guarantee Model.Table 12: Agricultural Credit Guarantee financing model projections.

Through this model, it is estimated that a total of  42,302  SHFs  and  agri­MSMEs  will  access financing  each  year,  totalling  up  to  211,502 SHFs over the span of five years. A KES. 6.3 billion funds would enable the Corporation issue out 270,733 guarantee backed loans over five­year period. Through this model,  Banks,  MFIs/  Fintechs  and  SACCOs will receive 50% guarantee of the risk from AFC for ACGS worth KES 1.4 billion, KES 2.2 billion and KES 2.5 billion 

d)5 Year Projected Outreach – Agricultural Credit Guarantee Scheme Financing Model

Table 14: Summary of the ACGS financing model ­ challenges and mitigations
e) Potential Challenges and Mitigation for the Agricultural Credit Guarantee Scheme Financing Model 

1256
Source: AFC implementation models research by Genesis Analytics. [**Detailed financial model can be availed on request]

Table 13: Summary of the ACGS financing model ­ reach

respectively. SACCOs and MFIs & fintechs will advance loans of approximately KES 24,000 and will have the greatest  reach  while  banks  will  issue  loans  of approximately  KES  90,000  and  will  target  more established smallholder farmers.

Note: 1. The numbers quoted represent SHFs | 2. A total of 270,733 SHFs will benefit from ACGS | 3. A total of 505 SHFs will benefit from BDS

16
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a)  Risk Mitigation InstrumentsTable 15: Summary of the ACGS financing model ­ risk management instruments
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a)  Overview of the Agricultural Credit Guarantee Financing ModelTable 16: Summary of the direct mechanisation financing model.

b)  About  the  Agricultural  Mechanization Financing ModelThe use of motorized power in agriculture sector in Kenya stands at 30 percent as at 2017 against the Kenya Vision 2030 target of 50 percent of motorized power.   Additionally, SMEs (involved  in agro­business)  are  often  omitted  from  the  current providers  focus  as  they  are  perceived  as  risky. Improving  farmers'  access  to machinery will  in  turn increase their output, efficiency and consequently their revenue  which  will  improve  their  ability  to  access financing.  Additionally,  when  farmers  invest  in machinery  such  as  irrigation  equipment,  they  are better placed to mitigate climate challenges that would otherwise result in harvest losses. Initially, this will take the approach of asset financing but through a special arrangement  with  the  machinery  suppliers  to  avail 

D)  AGRICULTURAL MECHANIZATION FINANCING MODEL

   Kenya National Agriculture Mechanization Policy, 20213

small, medium and large machinery to the target group.  In the long term, AFC will create a viable independent leasing special purpose vehicle (SPV) that will enter into a tripartite arrangement with the equipment suppliers, smallholder  farmers  and  the  financier  (which  will  be itself in this case) to offer leasing services to SHFs.AFC  seeks  to  provide  financing  for  large  scale agricultural machinery (such as tractors, water pumps and other farm or processing equipment) to SHFs and agri­businesses. This model supplements the wholesale financing  window  to  asset  financing  companies. Through  this  role,  AFC  will  further  stimulate  other market players to offer SHFs the necessary equipment.  The  summary  of  the  direct  mechanisation  financing model is presented below
18
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c)  The Direct Mechanization Financing Model Financials – 5 year projectedTable 17: Direct Mechanisation financing model projections 2022­2026

Through  this  model  AFC  will  support  approximately 66,720  farmers  to  access  various  machinery (approximately  66,720)  over  the  five­year  period.  Ultimately,  this  model  will  serve  to  increase  the 
d) 5 Year Projected Outreach – Agricultural Mechanization Financing Model

e)  Potential Challenges and Mitigation for the Agricultural Mechanization Financing Model Table 19: Summary of the agricultural mechanization financing model ­ challenges and mitigations

f)  Risk Mitigation InstrumentsTable 20: Summary of the direct mechanisation financing model ­ risk management instruments

Source: AFC implementation models research by Genesis Analytics

Table 18 : Summary of the direct mechanisation financing model ­ reach
mechanisation levels in Kenya so as to increase overall agricultural  production.  This  is  expected  to  support SHFs role in securing food security for all in the country.

Note: 1. The numbers quoted represent SHFs | 2. A total of 66,720 SHFs will benefit from direct mechanisation
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4.  PROGRESS MADE TO ACTUALIZE THE MODELS IMPLEMENTATION
FC  successfully  piloted  and  rolled­out Awho lesa le   l end ing   mode l   –   the Cooperative  Ride­on  Access  Window (CRAW)  and  Microfinance  Ride­on  Access Window (MRAW), through support of International Fund for Agriculture Development (IFAD), The National Treasury  and  Planning,  The  Alliance  for  Green Revolution  in  Africa  (AGRA)  and  under  technical guidance of BDO­East Africa.   Through these lending models, corporation's annual outreach has grown from 89,265  to  194,117  customers  annually  over  a  short period of time, demonstrating the potential impact that AFC  can  have  by  reaching  to  excluded  agri­players through collaboration with other financial institutions.  Equally, AFC loan book has grown from KES. 6.9 billion to the current KES. 9.9 billion with a historical arrears of less than 1%. In addition, The Corporation successfully tested the  implementation  of  agriculture  credit guarantee   component   under   PROFIT Programme  implemented  by  The  National Treasury  and  Planning.  The  credit  guarantee enabled  smallholder  farmers  and  SMEs  with  limited collaterals access credit through use credit guarantee to  fulfil  partial  collateral  requirement.  The  level  of coverage is graduated with smallholder access higher coverage compared to SME borrowed higher amounts. AFC  was  ranked  the  best  performing  financial institution under the programme.The  implementation  of  Warehouse  Receipt Financing  Model  is  also  on  progress.  The necessary legislation, and institutions have been put in place  to  address  collateral  management  challenges that  were  cited  by  financial  institutions.  The 

World Bank ­ DRIVE Programme.
Africa Development Bank  (AfDB)  ­    ENABLE Youth Programme USAID ­  INK Fund Programme 

To  actualize  the  roll­out  of  the  proposed  financing models and through support of the National Treasury and  Planning  and  the  Ministry  of  Agriculture  and Livestock  Development,  AFC  is  engaging  several partners  to  support  roll­out  of  the  proposed  and transformative  financing  models.  These  partners include;World Bank ­  SAFER Programme International Fund for AgricultureDevelopment (IFAD) ­ RK­FINFA Programme 

Warehouse Receipt System Act, the WRS Regulations and the Warehouse Receipt System Council (WRSC) are in place and has set the ground for warehouse receipt financing. The warehouse  receipt  is  recognized  as  a document  of  title,  it's  negotiable  and  transferable, thereby  enabling  financing  to  be  extended  against them. AFC has entered MoU with WRS­C, and is currently  developing  a  WR  financing  product with support  from AGRA and BDO­East Africa. The product development phase is at the tail end and FSD  has  committed  to  support  the  piloting  of  the warehouse financing product.
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Availability  of  technical  assistance  will  be critical in supporting AFC to rapidly implement the targeted models successfully. More financial and technical partners are invited to partner and /or 

With the little focus that the agriculture sector has  received  from  the commercial banks over the years, a lot needs to be done to ensure the desired transformation is achieved. To realize the aspirations  of  the  government  commitments  in agriculture  and  financial  inclusion,  all  players  must work  to  sustainably  address  the  aforementioned barriers.

he climate risks and markets risks pose an Tinherent  risk  for  agricultural  sector lending.  Communities  need  to  improve  their resilience  against  the  negative  effects  of  climate change and ensure  their activities do not negatively impact  the  environment.  AFC  will  ensure  that  all proposed financing and investment models aligns with the  Environmental,  Social  and  Governance  (ESG) requirements.Through  technical  support  from  leading financial inclusion facilitators and partners, the AFC transformation journey has taken­off and the  impact  is  evident. This proves  that  right  and sustainable  partnerships  can  transform  agricultural sector and impact the players along the value chain as well as the excluded groups. It is clear now that the wholesale lending has proved to be a game changer in driving financial inclusion and access in the agriculture sector. Likewise, proposed models which are developed from a market  research perspective, once rolled will u l t imate ly   address   the   agr i cu l tu re   sec to r transformation through financial inclusion and access.
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AFC is optimistic that the new lending model will catapult  Agricultural  Finance  Corporation  to sustainability  levels.  Growing  the  Corporation through retained earnings is not an efficient model to achieve  the  desired  national  impact.  Whereas,  the Corporation is currently profitable, the annual allocations from National  Treasury    has  been  erratic  and  cannot grow AFC to the levels with desired national impact. 

continue  working  with  AFC  to  build  the  necessary implementation capabilities and capacity. Some partners will also bring along the necessary technical support to AFC and implementing partners. 

Let's walk this journey together

Ultimately, and through concerted efforts with partners and  other  government  entities,  the  aspiration  of agricultural sector transformation can be achieved and address the issue of; food security for all, reduction of food  imports,  growing  of  agri­exports,  improving  and stabilizing farmers.



OUR PARTNERS
Ministry of Agriculture & Livestock Development The National Treasury 



AGRICULTURAL FINANCE CORPORATIONDEVELOPMENT HOUSE - MOI AVENUEP.O BOX 30367 - 00100NAIROBITEL: +254-020-3317199MOBILE: 0724253522, O725-579769EMAIL: info@agrifinance.org

Stimulating investment through agriculture


	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30

