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Sustainable banking

The question has often been asked these weeks: How is Oikocredit affected
by the financial crisis?

“We cannot say that we will never be affected in future as we operate in a
global economy”, says Tor G. Gull, managing director of Oikocredit. “So far
the crisis however has not affected Oikocredit. The crisis in the financial
markets reveals what makes our operations so different from those of regular
banks. These differences at least partly explain why the effect of the financial
crisis on our operations has so far been minimal”.

The financial crisis hit financial markets and mainly investment banks badly. Oikocredit also
offers financial products. What is the major reason that would explain why you are still
unharmed by the actual crisis?

Tor G. Gull: A golden rule in banking is to know your clients. One of the strong points of Oikocredit is
that we know all our clients. Thanks to our decentralized operations with regional and country offices
we have the possibility to meet them regularly and before we finance, we check very carefully
whether they have the potential to repay their loan. Besides, we do not just offer them products that
we have developed and want to sell, but listen to their needs and try to answer those needs. In
regular banking clients have often become invisible and products are developed for, and sold at an
anonymous market.

One of the claims made towards financial institutions is that they sold far too complicated
products to their clients. Does this apply to Oikocredit as well?

Tor G. Gull: No, it does not. It is essential to know your business. It has been very unveiling that
financial products that hardly anyone understood, sometimes not even regulators and supervisory
bodies, have been developed and marketed worldwide, very often by brokers and agents. In
Oikocredit both business and the products are simple and down to earth: people investing in people.
Via our project partners the invested money reaches hundreds of thousands of small entrepreneurs
directly. Repayments are used to re-lend to others. In Oikocredit terminology: we recycle investments
time and again.

“Banks have forgotten their role
as ‘careholders’ for society as a whole”

The failing banks seem to have had a very high exposure to certain sectors of the economy.
When such a sector fails the bank runs into deep trouble. How does Oikocredit manage the
risks related to its financing activities?

Tor G. Gull: Oikocredit has chosen to implement a policy that protects its investors as much as
possible. Therefore Oikocredit has a very diversified portfolio consisting of loans to partners in more
than 60 countries. Oikocredit also makes quite high provisions for possible losses in its financial
statements. Therefore our balance sheet has become stronger year by year, which explains why
Oikocredit has been extremely stable in its operations since the start in 1975.
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Oikocredit pays a modest dividend of usually 2% to its shareholders. Can it compete with
regular banks which aim at profit maximization for themselves and an interesting financial
return for their clients?

Tor G. Gull: Most banks have been completely focussing on financial return. Besides, they focussed
on short term gains for their shareholders and bonuses for management and staff. Forgotten has
been their role in society as ‘careholders’, their co-responsibility for society as a whole. Oikocredit
balances its objectives. The main focus is on social return while providing a modest financial return. It
enables the organization to continue operations also in times of crisis: financially and socially. The
presently more than 800,000 beneficiaries expect Oikocredit to be with them also tomorrow.

It is clear that investors who invest for short term gains should not invest in Oikocredit. Oikocredit
exists for those investors, who want to build on stability and for the future. | believe that the present
crisis in the financial markets has shown that our approach is the right one. Oikocredit strongly
believes that the modest financial return it offers to its investors will lead to a high financial return in
the long run for the society as a whole. Providing access to capital to millions of poor people is a first
and necessary step to develop internal markets and stability in society; to use the skills and energy of
millions who now are left out; to increase self-respect and independency.

We do hope that many more will join our way of banking; banking for the future of millions of people
that are still left without financial services.



