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1. EXECUTIVE SUMMARY 
Africa is among the worlds most rapidly growing economic regions and represents a 

tremendous, yet untapped business potential. More than 380 million people have no 

access to funding, which is a disastrous problem for Africa’s growth and prosperity as it 

is typically small- and medium sized enterprises (SMEs) that cannot borrow money to 

develop, create jobs, formalize companies, pay local taxes, etc. Wealth of nations is 

measured by the number of growing SMEs.  

To help address the problem of funding of businesses in Africa, MYC4 has developed 

21st Century’s new way of accessing capital. MYC4 is, via Internet, providing businesses 

in Africa with direct access to capital on fair and transparent terms to develop their 

business as well as providing investors with access to risk/return-adjusted SME loans in 

Africa – an opportunity to make a difference as well as the potential to make a profit. 

By December 2011, MYC4 had disbursed loans worth +14.5m Euro in over 7,400 African 

SMEs. The performance of the MYC4 portfolio has been very good the past two years 

and availability of loans on the MYC4 platform is growing steadily month-by-month. To 

ensure that this trend continues and more businesses in Africa access the much 

needed funding, MYC4 is seeking Institutional Investors and other Socially Responsible 

Investors (SRI) that want to utilize the opportunity to invest directly in African SMEs in an 

easy and efficient manner. 

 

The number of African businesses looking for funding via MYC4 is growing by the day. In 

2011, €2 million was disbursed to 1,160 businesses. In 2012, this number is expected to 

double. The outstanding portfolio on MYC4 is expected to increase €1.25 million in 

January 2012 to €2.5 million by the end of 2012. One of our providers across East Africa, 

Micro Africa, intends to increase the outstanding portfolio from € 300,000 to € 1 million 

by end of 2012. Other providers are also increasing their portfolios and new ones are 

coming on board. This growth, primarily driven by the demand for funds by businesses 

in Africa, will require an addition € 1 million in new liquidity on the platform. Already, 

€150,000 has been committed and released by the largest institutional investor on the 

platform, The Way Forward, https://myc4.com/Invest/Investors/View/39711. 

 

Start today on MYC4.COM and be part of this revolution in 2012. 

  

https://myc4.com/Invest/Investors/View/39711
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2. PROBLEM TO BE SOLVED IN AFRICA  
In 2000, the United Nations defined 8 Millennium Development Goals (MDGs) to meet 

the needs of the world’s poorest people by 2015. However, it has become clear that the 

goals will not be achieved in Sub-Saharan Africa. 770 million people live in this region 

and poverty is more severe here than in any other part of the world. In 2007 it was 

ascertained that to achieve the goal of halving extreme poverty by 2015, it would require 

the current pace of the MDGs to be nearly doubled.  

In recent time there has been a shift in focus from traditional aid as the ‘only’ 

development tool to also include business principles with special focus on developing 

the private sector. While other parts of the emerging markets have benefited from 

innovations in capital markets, Africa remains severely under-served with very low 

market penetration of structured, regulated banking and other financial services. While 

good progress is seen with the promotion of microfinance, much of the market remains 

excluded, including medium-sized companies which create significant employment and 

offer the potential to drive economic development, but are too large for most existing 

microfinance institutions and far too small for traditional banks.  

 

Microfinance in Africa is growing rapidly and offers significant potential for Africa 

businesses. As is the case with entrepreneurship, most businesses in Africa are initially 

funded by money from friends and family. Once they start to show some success, 

microfinance institutions may be an option for some growth capital, typically to finance 

working capital such as stock.  

 

For those who do not have access to fair microfinance institutions, loan sharks are a 

common source of funding, often triggering a new cycle of poverty driven by perpetual 

debt. For the few that are able to grow their businesses beyond the start-up phase, no 

real financing options exist to scale their business to the next level. Microfinance 

institutions average loan amount in Africa is EUR 150 and cap their maximum loan sizes 

to EUR 3,000. Even the largest MFIs rarely lend more than EUR 10,000 for a single 

borrower leaving most small entrepreneurs and SMEs with no real market options for 

funds to grow their businesses further. 

 

Thus, MYC4 has identified a very important, profitable market niche, which it can serve 

more efficiently than any existing financing vehicle. In scaling its business, MYC4 will 

contribute to the eradication of poverty through business, as the absence of capital for 

SMEs is probably the single most critical constraining factor for development of the 
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private sector in sub-Saharan African countries. At the same time the SME market 

constitutes an emerging investment opportunity for institutional and individuals alike. 

Investors have barely started to explore its full potential.  

 

 

 

 

 

 

 

 

 

 

 

In Sub-Saharan Africa, an adequate financial infrastructure serving the SME sector, 

often referred to as “The Missing Middle”, is lacking – and especially for companies 

between 1-100 employees looking for loans larger than EUR 3,500. This is a massive 

challenge for Africa as this is the sector where substantive development should 

originate.  

The primary reasons why MFIs do not make loans of these sizes have to do with 

regulatory or operational limitations, typically related to concentration of risk and limited 

share capital. However, because MYC4 loans represent a distributed risk to investors, 

and because the local MFIs or banks make the loans off balance sheet, these SMEs no 

longer need to be starved of the much needed capital, and their growth can thus be 

financed successfully through MYC4. The same financial institutions, which were forced 

to turn them away, previously can now act as a pass-through for MYC4 funds, and 

successful entrepreneurs need no longer be turned away. 

 

Statistics argue that wealth and development of nations is measured by the number of 

thriving SMEs and not by giant corporations alone. “The Missing Middle” segment is not 

only where financing needs are the greatest, but also where high social and 

environmental impact can be achieved. MYC4 will however also make financing 

available to micro borrowers who require small funding for their micro businesses. 
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2.1 LOAN MARKET  

The long-term focus is to support African businesses of any kind and any size with 

financial services that fit their particular needs.  

MYC4’s current focus is on East Africa (Kenya, Uganda, Rwanda, and Tanzania) as well 

as Ghana in West Africa and plans to operate in approximately 20 countries in Sub-

Saharan Africa by 2016.  

MYC4 is not in competition with local MFIs, rather, they are a vehicle through which 

investors funds are channeled for the benefit of African businesses. Some MFIs have 

other sources of funding for their loan portfolio and this is a desirable position for MYC4 

so that partners are not 100% reliance on MYC4 funding. This not withstanding, the 

funding gap in Africa is huge, hence there exist a big potential market for MYC4 funding.  

MYC4 is the only peer-to-peer online platform, targeting Africa and offering social as well 

as financial returns to investors.  

 2.2 LOAN TERMS FOR AFRICAN BUSINESSES  

Economic and environmental factors in Africa make the cost of finance restrictively high 

to most SMEs. Adding to the high cost is lack of transparency in loan markets, often 

leading to no basis for comparison of terms, exclusion of many needy borrowers and 

over-indebtedness of many others. 

 MYC4 strives to make loan markets more efficient by: 

 Competitive terms: Offering fair and competitive interest rates for loans ranging from 
some hundreds Euros to tens of thousands of Euros  

 Transparency: Creating more transparency and competition by championing the 
Annual Percentage Rate term (APR) in the market  

 Fixed interest rates: MYC4 offers fixed interest terms to borrowers allowing them to 
plan their cash flows over the period of the loan. 

 Reducing balance:  Interest rate on MYC4 is expressed in reducing balance contrary 
to many MFIs in Africa that charge a fixed rate. 

 Creditworthiness: In absence of functional credit bureaus in Africa especially at the 
MSE level, the MYC4 platform allows the borrower to build his own credit history in 
successive loans 

 Technology: Bringing down cost of capital and operating costs by connecting 
investors and businesses directly via Internet and mobile technology  

 Dutch Auction System: The Dutch Auction System on MYC4 platform ensures only 
competitive bids are finally accepted resulting in fair and fully transparent terms for 
loans. 
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3. MYC4: WHAT IS THE VALUE PROPOSITION? 
MYC4 is an online platform that facilitates the exchange of capital from investors around 

the world directly to African small - and medium sized businesses, thereby removing an 

important bottleneck by ensuring developing countries access fairly priced capital. MYC4 is 

a for-profit company that generates revenue from charging a fee on funded loans. 

Below is an illustration of the involved stakeholders in the MYC4 model and their respective 

reasoning for being part of the ‘MYC4 eco system’. The platform is centered on a network of 

African partners who are responsible for identifying and screening sound businesses as 

well as handling all financial transactions. The partners are incentivized to provide best 

possible economic prospects for return to investors.  

  

 

 

TO THE MFI/PROVIDER: 

 MYC4 represents a special type of wholesale funding where MFIs can, over time, 

build a substantial loan book. 

 In doing so, the MFI does not need to secure the funding with conventional 

collateral as would be the case if the institution was borrowing from banks or 

other lenders. 
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 Through MYC4 funding, an MFI does not need to keep idle funds in a bank 

account as in the case of a pure wholesale loan. The MFI/Provider would be 

“drawing down” on MYC4 funds as and when loans are produced. 

 MYC4 funding eliminates the hidden costs associated with fund raising for MFIs 

which are usually not taken into account when computing the total cost of 

borrowing. 

 In conventional borrowing, an MFI would pay the lender on the basis of the total 

money borrowed, regardless of the whether the money has been lent out or 

even regardless of whether the client is paying or not. This can throw an MFI into 

a cash flow problem. With MYC4, the MFI pays back the investors as the 

borrowers pay back their loans creating additional incentive for MFIs/providers 

to ensure timely repayment. 

 The MFI receives funding in local currency and hence does not need to worry 

about exchange rate movements. 

 Partnering with MYC4 enables the provider/MFI to concentrate on their core 

business, that of giving quality loans and improving customer service, without 

spending too much time on fundraising activities (a hidden cost normally 

excluded in the cost of funding). 

 The online business sign-up feature provides a free marketing opportunity for 

provider MFIs to reach out to more deserving entrepreneurs especially SMEs. 

TO THE INVESTORS: 

 Since MYC4 partners cover 100% default risk, investors benefit from a risk 

adjusted investment. Assuming favourable currency movement, investors will 

always get a positive return on their investment.  

 An investor has the opportunity to spread their investment risk across different 

loans, sectors, countries and across gender. 

 Investors benefit from “free” investing. MYC4 takes care of the entire process of 

identifying investment opportunities and conducting a thorough due diligence 

on providers and preparing them for funding of their loan request from 

businesses. 

 Investors can invest as little as €5. 

 With the auto-bid feature, investors do not need to spend time looking for what 

investment opportunities are available on the platform. It’s now easy to define 
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the investment criteria (country, gender, loan size, sector, bid amount etc) and 

let the system invest for you. 

 Through MYC4, investors get to participate in the development of African 

Entrepreneurs in a socially responsible way without necessarily giving out free 

money or grants. 

 Through MYC4 the social returns of the investments can be easily ascertained.  

 TO THE BORROWER/BUSINESS: 

 Through MYC4, borrowers get a life time opportunity to access capital necessary 

for the growth of their business, with statistics indicating that over 70% of Africa 

entrepreneurs are financially excluded. 

 Through the Dutch Auction System, borrowers access capital at fair terms. In 

many instances where an MFI has other sources of funding, clients insist on 

accessing a MYC4 loan. 

 MYC4 funding is fully transparent in terms of pricing usually expressed in APR 

terms. No hidden costs. 

 Through MYC4 system, the borrower gets to build a credit history that can be 

used to access bigger funding from other financial institutions as the business 

grows. 

 MYC4 enables a borrower to apply for a loan online through the Online Business 

sign-up feature on myc4.com.  

In addition, MYC4’s presence in Africa has several side benefits such as: 

 A constant innovative approach to reach the +380 million unbanked, 

 A constant search to drive cost of capital down (e.g. utilize branchless banking 

via mobile payment), 

 Partners paying withholding tax that can be utilized in the local community,  

 Global awareness about Africa as an investment case,  

 Role modeling amongst African entrepreneurs in a fully transparent set-up, 

helping businesses from the informal sector become registered companies, etc.  

 

.  
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4. CURRENT PARTNER PORTFOLIO  
Loans disbursed in the last 24 months by current partners continue to have a positive 

return to the investors. The portfolio shows a net return to MYC4 investors of 3.5% before 

currency exposure. With stable currencies, investors will always have a positive return 

on their investments save for other investments risks (see section 11) 

The average disbursement for 2011 was €0.5 million every quarter translating in an 

average disbursement of about €2 million annually. We plan to double this and disburse 

€4 million in 2012 hence the need 

for institutional investors to offer 

additional liquidity.  

From January 2010 to Dec 2011, 

nearly €3.9 million has been 

disbursed to 2,213 businesses.  

Out of this, over €2.6 has been 

paid back to the investors, 1.18 is 

outstanding and only €60,817 has defaulted in two years. Today, all providers are 

covering 100% for defaults. 

Our largest provider, Gatsby Microfinance Limited has disbursed over €3 million. In 2011, 

Gatsby disbursed €725,000 and 

plans to disburse over €1 

million in 2012.  Micro Africa on 

the other hand has so far 

disbursed over €1.4 million 

since 2008 and plans for 

disburse over €1 million in 2012 

from its operations in Kenya, 

Uganda and Rwanda.  Other 

active partners (Tujijenge Tanzania, KEEF, Tujijenge 

Uganda, BELITA and Premier Resource Consulting) are also growing their portfolios and 

new ones are coming on board. From these disbursement, MYC4 projects to double the 

outstanding portfolio to €2.5 million by end of 2012. This growth calls for additional 

liquidity of over €1 million in 2012. 

 

 

Current Partner Portfo l io

January  2010 to December 2011 €

Number of loans  disbursed 2,213          
Amount disbursed 3,889,092   
Defaul ts 60,817        
Payments  received 2,647,020   
Outs tanding ba lance (31.12.11) 1,181,255   
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5. CREATING SOCIAL IMPACT THROUGH MYC4 
By giving access to capital, African businesses will be able to develop their businesses, 

create growth and increase their income. They will be able to send their kids to school 

and to the doctor; they will be able to employ more people and improve nutrition and 

shelter.  In other words, prosperity will spread in ever widening circles.  

 

MYC4 has developed a simple, yet functional Impact Score to help illustrate how many 

people are impacted - directly as well as indirectly (e.g. employees and dependants) – 

for every MYC4 loan disbursed. MYC4 estimates that for every loan disbursed, 18.9 

individuals are positively impacted. The Impact Score is based on numbers being 

collected during vetting of MYC4 borrowers and takes into account the number of 

people who are in the direct surroundings of the borrower, employees and families. The 

calculation and assumptions of Impact Score are as below:  

 

7.7 people per loan is too conservative a number as each of the employees, seen from a 

statistically point of view, also have dependants who are positively affected by the 

income their relative generates. It is assumed that the number of dependants is also 3.2 

for each of the employees hence the Impact Score will rise by 11.2 people (number of 

employees times number of dependants) to 18.9, meaning that MYC4 loans, by end of 

2011, has had an impact on +130,000 people in Africa since launch in 2007.  

 

Going forward, the strategy of MYC4 

is focusing on disbursing loans to 

larger SMEs who have more 

employees hired than what MYC4 

has been funding so far (the funded 

businesses in 2011 have 5 employees on average). The average number of employees 

will steadily go up and in order to illustrate 

what impact MYC4 will have up till 2013, 

the difference in Impact Score between 

2009 and 2010 – being +2.7 – will be used 

to project the annual impact. The chart 

below shows how many people MYC4 

has impacted. 
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6. BUILD YOUR OWN PORTFOLIO, USING AUTOBID 
MYC4 is a unique investment facility in its singular focus on African SMEs, allowing 

investors significant flexibility in selecting the portfolio profile and mix. No other capital 

funds operating in Africa can offer the same level of investor flexibility, transparency and 

control of investment selection. MYC4 allows Institutional Investors and other Socially 

Responsible Investors (SRI) such as Corporate Social Responsibility funds to lend 

directly to SMEs in Africa. 

 

MYC4 has designed the lending process in a way that enables the investor to automate 

the lending process, hence customize the investors’ desire for impact and/or returns.  

 

It is easy to set up the autobid on MYC4 and this way build the wanted portfolio based 

on a list of set criteria. An investor can set up an autobid using the following parameters: 

 

 Gender e.g. lend to women businesses only 

 Sector. An investor can chose which sector or industry to lend to 

 Country. At the moment, an investor can choose to lend to businesses in Kenya, 

Uganda, Tanzania, Rwanda or Ghana 

 Provider: choose which provider to use in lending to businesses. An investor can 

even choose the provider on the basis of risk rating 

 You can define the bid sizes, minimum and maximum interest rate etc. 

 

With auto bid, an investor can automatically diversify across all countries, currencies, 

loan sizes and industries and do not need to be on the screen all the time to check what 

opportunities are available in order to invest in them.  

https://www.myc4.com/MyAccount/MyAutobidding/0/Edit 

 

MYC4 is actively seeking institutional investors to mobilize large amounts of capital. 

Capital lent via MYC4 will earn commensurate risk-adjusted returns, while they allow 

investors to adapt a social investment strategy toward poverty alleviation. MYC4 

investors can be assured that their money, besides being diversified across multiple 

African countries, currencies and industries also will: 

  

1. Support the growth potential of SMEs in Africa  

2. Capture historically low delinquency rates  

3. Earn a fair risk-adjusted market-based return  

https://www.myc4.com/MyAccount/MyAutobidding/0/Edit
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4. Be actively invested rapidly, with all interests reinvested in accordance with the 

investor’s criteria  

5. Benefit from the resiliency of African growth during periods of western world 

market turmoil  

6. Be targeted to specific businesses according to the investor’s personal 

preferences  

7. Achieve a high social impact and contribute to the alleviation of poverty in Africa  

8. Flow at all times through secure financial institutions, thus be fully traceable and 

conform to all international investing regulations 

9. Strengthen the investor's CSR profile and branding through high visibility of all 

MYC4 investments  
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7. GOVERNANCE ,  ORGANIZATION AND LEGAL COMPLIANCE 
7.1 TEAM,  BOARD AND GOVERNANCE  

 

As per December 2011 the organization has a total of 7 experienced staff on full time 

and an additional 2 part time staff (student assistances). MYC4 is led from offices in 

Denmark and Kenya.  

 

The Board    Senior Management 

 

 

 

 

 

 

 

BOARD  
MYC4 has a board of five experienced individuals with extensive knowledge of emerging 

markets, banking, microfinance, investments, legal, business and technology. 

FOUNDATION TRUSTEES  
Governance wise, MYC4 has established ‘Fonden MYC4 Foundation’, which is a fund 

with three independent trustees technically separating investors’ funds from MYC4’ 

operating funds. The three independent trustees are:  

SENIOR MANAGEMENT  
MYC4’s founders are accomplished Danish entrepreneurs who have built a core team 

with the competences to bring their vision to reality. The company has received 

significant support from International Development sphere and has already attracted 

important media coverage of its innovation and business potential.  

Mads Kjaer (DK) CEO & Co-founder - Mads has been working in Kjaer Group A/S since 

1984 whereas the last 20 years as CEO and from August 2006 as the Chairman. Mads 

has 25 years market experience from Africa and lived in Zimbabwe, Uganda, South 

Africa and is the Honorary Consul for Ethiopia in Denmark.  
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Tim Vang (DK) Dep. CEO & Co-founder - Tim has experience from several start-ups. Tim 

possesses an extensive network and strong knowledge within Internet, technology and 

international marketing. Tim is highly disruptive and innovative yet builds realizable 

concepts. Tim has a Masters degree in International Marketing & Management. 

Eric Naivasha (KEN) Africa Director - Mr. Eric Naivasha is a Microfinance & Research 

Expert with over 12 years experience in microfinance operations, Financial Advisory, 

capacity building in microfinance, research, Monitoring and Evaluation and Impact 

Assessment. With a postgraduate degree in Economics, accounting and auditing 

experience, Mr. Naivasha has a strong academic and practical background in 

economic and social development in the field of financial operations, research and 

development of financial products, business planning, due diligence, microfinance best 

practice and institutional development. 
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8. LEGAL COMPLIANCE :  DUE DILIGENCE AND ONGOING AUDITS   
 

Central to MYC4’s ability to work with local African partners, while ensuring safekeeping 

of investors’ funds is a thorough legal compliance process. MYC4’s legal compliance 

processes focus on several key areas, including: European laws governing operations of 

the MYC4 platform and safekeeping of investors’ funds, international banking laws 

governing money laundering and local microfinance laws.  

 

DANISH LAW: MYC4 is a Danish registered for-profit company. As such, MYC4 is subject 

to Danish and broader European laws. From the perspective of Danish law, MYC4 is 

considered an Internet platform, facilitating transactions between international investors 

and businesses in Africa. As long as investors’ funds remain in legally registered and 

capable financial institutions, with investors’ having ultimate decision-making abilities on 

the use of their funds, then MYC4 remains merely an intermediary facilitator, and not 

regulated by the financial or investment authorities.  

 

ESCROW ACCOUNTS: Investor funds are held in escrow in major accredited banks. All 

money flows into and out of this escrow account are based on orders given by the 

investors online and the execution of the loan process. Funds are transferred out of the 

escrow account only when successful auctions are closed online, and funds are then 

transferred to local microfinance institution to disburse the loans. Similarly, loan 

repayments are transferred upon receipt back into the escrow account. Thus, all money 

flows into and out of the investors’ escrow account originate from online orders placed 

when investors make bids into loan requests, and are reflected online for full 

transparency. 

 

Below is an illustration of how capital flows in the MYC4 model. Funds belonging to 

investors on the platform are technically separated from the company MYC4 and its 

operating funds via ‘Fonden MYC4 Foundation’ who holds them in trust. MYC4 

Foundation is a fund with independent trustees and the dual purpose of protecting 

investors’ money on the platform and functioning as a continuous revolving fund 

investing donations to MYC4. 
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INTERNATIONAL MONEY FLOWS: International money flows remain in the established 

financial system at all times, as MYC4 works only with reputable financial institutions in 

Europe (INTL) and in Africa. Approved partners, operating in Africa, receive investor 

funds weekly for loans that have been funded successfully online, with specific 

instructions for disbursement of each loan. 

 

AFRICAN LAWS: MYC4 operates in seven countries, with aggressive plans for 

expansion. Each country has different monetary policies, which MYC4 is required to 

conform to. Before initiating activities in any new country, MYC4 conducts research on 

the market conditions and regulatory environment, including holding meetings with 

central banks and financial regulators, to understand the context and environment. By 

partnering with registered, regulated local MFIs and financial institutions to handle all 

cash transactions, MYC4 further ensures proper supervision of all financial transactions.  

 

LOCAL AUDITS: MYC4 employs a system of ongoing, random audits to ensure 

compliance of all procedures, accuracy of all information available on the MYC4 

platform, and overall fair treatment of local entrepreneurs. To do this, MYC4 has set up a 

local audit procedure. These random, recurring audits review the operational 

procedures of MYC4's local partners, as well as visit the actual borrowers, both to 
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confirm that their information is accurate as appears online and to understand the entire 

MYC4 process and experience as seen through their eyes. MYC4 aspires to ensure the 

highest quality of information, in as close to real-time as possible, and to continuously 

improve security and impact for both investors and African entrepreneurs.  

 

IT COMPLIANCE: As a company dependent on the Internet as part of the core business 

model, and as a company handling trusted money flows on behalf of investors, IT 

security is of major concern to MYC4. To date, the security mechanisms being 

implemented for the MYC4 platform are considered to be secure and are comparable to 

what is used on other business-critical websites. To ensure that the security 

mechanisms continue to operate correctly, regular security audits will map out and 

allow solutions to any security deficiencies that may be detected.  

 

HOSTING SECURITY: The MYC4 production environment is cloud hosted with Amazon 

Web Services LLC in their hosting facility in Ireland. Amazon is the world-leading 

provider of cloud hosting services as to security, service, flexibility and scalability. 

Hosting is perceived as sufficient. 
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IT AUDIT: PwC conducted an IT audit on the MYC4 platform in 2010 and will repeat the 

IT audit in 2011. MYC4 will continue IT audits going forward.  

 

CODE OF CONDUCT:  FAIRNESS TO AFRICAN ENTREPRENEURS (FIDUCIARY DUTY) 

In addition to conforming to local laws, intended to ensure protection of local 

entrepreneurs from usury and other abusive lending practices, MYC4 has developed a 

code of conduct to define accepted practices more broadly. In developing this 

document, MYC4 intended to address not only the most egregious practices, already 

covered by local regulations, but also issues of conflict of interest, and alignment of our 

partners’ practices with MYC4’s vision to eradicate poverty through business and 

promote entrepreneurship. We require that our partners comply with the UN Global 

Compact’s ten principles.  
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9. PARTNER RISK MANAGEMENT 
MYC4 has created a staged process that new providers must conform to. The process is part 

of the overall risk management process that ensures only credible institutions become MYC4 

partners.   

 

1. Making first contact and gathering preliminary information about the institution. This 

includes gauging the level of interest by the potential partner in working with MYC4 

and willingness to adhere to MYC4 policies 

2. Agreeing on the general terms of the intended partnership 

3. Conducting a detailed due diligence 

4. Signing of provider contract and risk sharing agreement 

5. Six months pilot with a controlled growth in loan portfolio 

6. Evaluation of the pilot with respect to set parameters and deliverables 

7. Scaling up 

8. Continuous monitoring through weekly & monthly performance reports, semi-annual 

spot checks and annual reviews 

 

During the pilot phase, targets and deliverables relating to portfolio performance (quality), 

volumes and cash management are closely monitored. Based on business projections and 

capacity of the institution to provide guarantee, each partner has a weekly upload target that 

is adjusted after a successful pilot. The opportunity to increase the authorized weekly 

transaction volumes therefore becomes an incentive to maintain high portfolio quality during 

and after the pilot. 

 

When the portfolio quality or other performance criteria of a given partner breach predefined 

quality metrics, the partner's authorized weekly submission of new loan requests is 

progressively reduced. This refocuses the partners' attention on portfolio quality and 

collections, while also penalizing them as their income from closing fees on new loans 

decreases and their dependence on fees for successful repayments increases, thus further 

aligning their interests with those of the investors. Thus, any given partner’s authorized loan 

submission may be capped and progressively reduced, or even terminated, based on poor 

portfolio quality, concerns over financial performance of loans, failure to address issues 

raised during spot checks, or inadequate operational or back-office integration.  
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In addition to the above, MYC4 has institutionalized a risk management process that includes 

the following: 

 

 Each partner must sign a 100% risk sharing agreement and open a guarantee 

account which at the minimum should have 15% of the outstanding loan portfolio. 

The money is used to pay investors in case of a default 

 MYC4 conducts spot checks of each partner every six months to check compliance 

with MYC4 credit policy and other best practices. The spot checks and annual 

reviews result in a score that feeds into the overall risk rating of the institution which 

is visible to the public and often influences investor bidding decisions.  

 MYC4 conducts an annual review of each partner in order to ascertain the overall 

health of the institution and going concern issues. 

 The ratio of closing fees to repayment fees cannot be more that 1 to 3, meaning that 

in the pricing structure of MYC4 loans, a partner MFI cannot earn more than 25% of 

the revenue from a loan in closing fees. 

 To maintain portfolio balance and spread risk, no single partner can have more than 

20% of the total MYC4 portfolio and no country can have more than 30% of the total 

MYC4 portfolio. However, exemptions are allowed but must be approved at the 

relevant levels as per MYC4 credit policy. 

 

9.1 MYC4  PROVIDERS :  SELECTING CREDIBLE L OCAL PARTNERS  
 
MYC4 relies on local partners, called Providers (who are typically microfinance 

institutions) to identify and assess local entrepreneurs for loan purposes. The providers 

also handle loan disbursements and repayments. They are locally registered, licensed 

and capable lending organizations that handle the transactions, from disbursement to 

repayment as well collections in case of defaults.  

 

Providers act locally on behalf of MYC4 and MYC4 investors. All partners are disclosed 

on the platform including the development of their performance track record.  

 

9.2 MYC4  DUE DILIGENCE AND LO AN MANAGEMENT PROCESS  
 
Providers are typically MFIs with the capacity and resources to conduct reliable and 

effective assessment of local entrepreneurs. In Africa, as in most developing countries, 

the major challenges to financing entrepreneurs include the cost of information and the 
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poor infrastructure, often making the cost of capital prohibitive. Indeed, as most 

countries do not have any national credit scoring systems and often poor national 

identification systems, with most of the population living and working in the informal 

economy, conducting a proper assessment requires either extensive resources or 

access to reliable information through other means.  

 

For this reason, MYC4 actively engages MFIs that have the ability to reliably identify and 

screen potential borrowers and, whenever possible, provide ongoing support and 

mentorship to these entrepreneurs as an additional driver of success.   

 

In addition, MYC4 engages organizations that share MYC4's value system and overall 

mission to promote sustainable local businesses to act as anchors for sustainable 

communities that will play a critical role in lifting many people out of poverty. At the 

same time, MYC4 evaluates and, whenever necessary, invests in improving the overall 

borrower assessment process of partner MFIs to further emphasize the need to have a 

strong risk management culture. Central to MYC4's work with partners is the emphasis 

that all its local partners should also invest in ongoing entrepreneur support and 

coaching in an attempt to promote sustainable business practices and build a strong 

entrepreneurial class to become the engine of the local economies.  

 

9.3 PROVIDER DUE DIL IGENCE AND SELECTION PROCESS  
 
Providers are selected based on a rigorous due diligence process, involving on-the-

ground operational due diligence and audits, as well as financial and reputation criteria. 

Indeed, before any partner is selected, MYC4’s team in Africa spends significant amount 

of time on the ground reviewing operations, processes, employee qualifications, and 

conducting client interviews to truly understand the quality and commitment of the new 

potential partner. In addition, every new partner is required to submit audited financials, 

shareholding information and all other legal documentation confirming legality and 

quality of the partner, in accordance with both local laws and regulations, but also with 

MYC4’s reputational risk management conditions.  

 

In addition to these conditions, MYC4 actively screens for partners who also share the 

vision to eradicate poverty through business. This implies partners who not only offer 

the underlying capabilities to carry out the core functions, but also partners who will 

invest in scaling operations in line with MYC4 targets for growth, and who commit to 

investing significant resources in providing training and guidance to entrepreneurs. To 
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achieve these goals, MYC4 actively works with local partners to identify, whenever 

necessary, resources for capacity building to increase the reach and impact of their 

work, and also to continuously improve their competences as business mentors and 

coaches to the entrepreneurs they target. The partners will be requested to comply with 

the principles of Global Compact and over time become a member.  

 

In addition to the above, MFIs that are selected for partnership must pass the following 

assessment areas: 

 Sound governance and ownership structure 

 Well established management  and organizational structure 

 Good business processes (business plan, operational manuals, good 

understanding of the target market, good MIS etc) 

 Good financial performance 

 Demonstrated ability to manage a growing portfolio as well as maintaining 

best practice standards on portfolio quality 

 Good business outlook (volumes). MYC4 business model is based volumes 

and a potential partner must demonstrate that it can achieve certain 

minimum levels of uploads 

 Willingness to provide to MYC4 and its investors 100% guarantee on all 

loans 

 Willingness to adhere to MYC4 credit policies 

 

9.4 LOAN TERMS :  FAIR ,  PROFITABLE LENDING  
 

MYC4 strives to strike a balance between running a profitable business, allowing all 

partners involved in the process of financing the loans to African entrepreneurs to earn a 

fair, risk-adjusted return, while at the same time ensuring fair and flexible terms to the 

entrepreneurs. This can be a difficult balance to strike, but is one that will be attained 

through a combination of transparency and ongoing diligence.  

 

Providers earn their fees from a combination of closing fees and spread on interest rates. 

Closing fees are earned at the moment of disbursement. Spreads are earned on each 

repayment and calculated on outstanding balance. All Provider fees are displayed upfront 

with each loan request and are fully transparent to both investors and borrowers, and are 

added on top of investor and MYC4 fees. Some Providers opt to earn no upfront fees, as 

they have other sources of funding, and consider their role as MYC4 Provider an extension 

of their existing core mission.  
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MYC4 transfers funds twice a week to Providers on dedicated accounts for loans that were 

successfully funded on the online platform during the preceding week(s). Upon receipt of 

funds, providers notify MYC4 and contact borrowers to come in to execute the loan 

contracts. Upon disbursement of funds, providers update MYC4 and do so continuously 

throughout the life of the loans, including updates on all repayments, whether made on 

time or late. In case of late payments or defaults, providers are requested to trigger all 

normal collection processes to ensure successful repayment to investors. In case of a 

default (no repayment for 180 days), providers are requested to pay the investors from the 

risk sharing fund and continue with their collection efforts or realization of the security on 

the defaulted loans. 
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10. RISK RATING SCORING  
As part of the risk management strategy, MYC4 has developed a Risk Rating Scoring 

system that is based on a number of easy to understand parameters. The objective of the 

star rating is to give investors a general understanding of the performance/risk of different 

provider MFIs with respect to selected parameters. These include parameters related to the 

partner’s ‘Skill’ and the partner’s ‘Will’.  

‘Skill’ parameters include the partner’s repayment history, growth rate, portfolio at risk, 

defaults, and external ratings. ‘Will’ parameters include risk sharing level and fee structure.  

The scoring of each partner is presented on 

loans and partner pages and is also available as 

a parameter for investor using auto bidding.  

The scoring is presented with the use of stars, 

rising in intervals of 0.5 to a maximum of 5 stars. 

The stars link to the calculation behind the 

specific scoring so investors have the option to 

select between partners based on a risk/return 

evaluation.  

As new partners and new business models are 

added to MYC4, it is important to be able to easily 

differentiate between the various partners’ risk 

profiles, e.g. a well established partner with a good track 

record who is willing to take 100% of the default risk and 

earn all fees on repayments will score high in the Risk 

Rating Scoring.  

A transparent Risk Rating Scoring will motivate partners to 

take actions to improve their risk score in order to attract 

more investors and attract bids at a lower interest rate 

hence make them even more competitive in the local loan 

market. African businesses can apply for loans with partners 

having the best score in order to get an attractive loan subject to they pass the partner’s 

thorough due diligence. 
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11. INVESTMENT RISKS  
MYC4 has developed a process of managing investment risks to ensure, as far as possible, 

investors’ money is safeguarded. However, investing in local currency via MYC4 in sub-

Saharan Africa implies that investors will bear the associated currency risks. In addition to 

currency risks, investing in African entrepreneurs through debt may pose the usual risks 

typically encountered with such instruments: 

 Political risks, stemming from local political instability, with the potential to 

jeopardize investments  

 Macroeconomic risks, stemming from regional economic decline or instability in 

the exchange rate environment  

 Investee management risks, stemming from poor and/or fraudulent management 

of the companies receiving loans  

 Fraud, whereby one of the investee companies is involved in fraud at local level  

 Currency risk, as investments will be un-hedged, and thus subject to exchange 

rate risk 

 Political, macroeconomic and indeed currency risks can be mitigated by limiting the exposure 

to a single country or sub-region, and by MYC4’s efforts to conduct ongoing assessments of 

individual countries and governments where investments are actively being funded, or where 

future launch is being considered. Individual investment risks, including corporate 

governance, will be managed through a careful upfront due diligence process by approved 

partners, and ongoing monitoring of MFIs benefiting from MYC4 investor funds. In addition to 

committing to rigorous due diligence processes and ongoing audits, the MYC4 team will also 

invest significant time and resources in ensuring and monitoring the ongoing development of 

management teams and overall operations of partners at local level. MYC4 will attempt to 

enforce, whenever possible, compliance with Global Compact principles of business and 

governance.  
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12. NEXT STEPS  
 

In an environment characterized by non-transparency, barriers and unreasonable terms, 

MYC4 has created a sustainable vehicle through which citizens of the world can fuel growth 

in Africa by participating in funding Africa entrepreneurs who lack capital to grow. To be part 

of this revolution, visit www.myc4.com and start today.   

 

Our dedicated team will be ready assist you in setting up of an investment account and be 

part of the change in Africa. 

  

http://www.myc4.com/
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CONTACTS AND FURTHER INFORMATION  

MYC4 A/S 

Sankt Annae Plads19A, 2  

DK-1250 Copenhagen K 

Denmark 

 

www.myc4.com 

 

 

Mads Kjaer, CEO & Co-founder; +45 4016 4111: mads@myc4.com  

Tim Vang, Dep. CEO & Co-founder; +45 2785 8000: tim@myc4.com 

Eric Naivasha, Africa Director; +254722666179: eric@myc4.com 

 

 

 

 

 

 

 
This document outlines the strategies and operating procedures for lending via the 
MYC4 platform. This document will be subject to further updating, revision and 
amendment. The document only describes general investment characteristics. All 
legally binding documents will be exchanged and executed upon finalization of any 
agreements between investors and MYC4.  
 
 

The next pages hold various screen prints from www.myc4.com as illustrations for ease 

of use. 

 

 

 

 

 

 

http://www.myc4.com/
mailto:mads@myc4.com
mailto:tim@myc4.com
mailto:eric@myc4.com
http://www.myc4.com/
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SCREEN PRINTS  
1) A Typical Loan being repaid on myc4.com 

2) An active auto-bid for an Institutional Investor on myc4.com 
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3) Auto-bid set-up page on myc4.com 

4) Investor Profit & Loss Account on myc4.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 


