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This final thesis aims at identify guarantee funds support within the Latin American microfinance field.  In order to prepare this document we put a particular emphasis on a specific fund FOGAL (Guarantee Fund for Latin America). FOGAL as many guarantee suppliers describes its role as market facilitator providing non revocable collateral to institutions willing to contract lines of credits from commercial financial institutions. For this purpose a tripartite relationship made of a guarantor, a lender and a creditor is built.
By nature the guarantee fund market is heterogeneous. It is mainly due to the guarantee funds flexible structures as well as their internal specificities such as the legal framework and their approach towards activities such as targeted objectives. According to this fact, we decided to focus the research of this thesis upon two geographical microfinance markets, which are Peru and Bolivia and five guarantee suppliers active in microfinance, making sure that they represents every specificities. These funds are FOGAPI (Peruvian Guarantee Fund for Micro &Small Industry), IFG (International Guarantee Fund), LA-CIF (Latin-American Challenge Investment Fund), LABF (Latin American Bridge Fund) and of course FOGAL.

The research targets, describe above, have been supported by a field investigation and several documents summarized during the literature review. Four main types of sources have been used, being specialized literature on guarantee activities in microfinance, overall documentation on mainstream guarantee funds, practical manuals on guarantee funds management and interviews of professional guarantee actors.

This research enables to identify key aspects and characteristics of any guarantee structure willing to support microfinance institutions.

The first aspect discussed drives the reader across guarantee funds missions. Indeed, the first particularity of this tool implies to choose among several incentives needed within the microfinance market. The obvious one is to focus on MFIs weaknesses to match the gap between demand and supply of capital. Generally MFIs lack of capital due to high risk levels, low collateral at their disposal and lack of historical records to seduce mainstream investors. Therefore, and thanks to the guarantee fund ability to collect information on the borrower they are in the position to provide missing items into the capital increase process. Secondly, the guarantee fund can assume that the main issue is to develop local banking methodologies to supply local funds into the microfinance markets. Under this condition the guarantee fund agrees to focus its activities on the type of financial institution using its services rather than on the MFI itself. Thirdly, the guarantee fund may choose to focus on several constraints that make difficult the supply of funds towards MFIs. This third option points out the importance for guarantee managers to assess and understand their working environment in order to bring a real value-added and avoid sending wrong incentives to their partners.

Once identified, we focus our thesis on the value-added measurement tools. The value-added brought by guarantee funds are typically illustrates by three steps or concepts agreed by many authors, which are the “additionality” in order words the ability to mobilize capital otherwise inaccessible; the graduation effect implying better financing conditions and finally the guarantee fund exit according that the microfinance institutions can be financed at commercial terms without external guarantees.

Finally, the thesis provides insight on many structural and organizational aspects that will be used by guarantee funds in order to achieve their missions. Firstly, the discussion aims at identifying the mechanisms used by guarantee providers. These mechanisms are illustrated by four models, which are the individual model, the portfolio model, the intermediary model and the mutual guarantee association. Each model gets its specificities upon the goals it entitles to reach and the degree of leverage and risk-sharing they can achieve. Indeed leverage and risk-sharing are two important aspects that any guarantee fund must develop to fulfill their objectives and be sustainable over the long run. All these structural issues must be backed by a strong internal organization driven by the institutional policies which fix strategic lines to management in several working areas
By analyzing guarantee fund structures this thesis evaluates the potentials of an underdeveloped tool if active within the microfinance field can support the institutions in their liabilities management development and further challenges. 
