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Background

Sustainable development in Palestine faces a unique set of
challenges. The region is increasingly exposed to social and en-
vironmental risks, such as war and climate change. Water scar-
city, rising temperatures, and environmental pressures impact
agricultural productivity and broader economic resilience. Addi-
tionally, high energy costs place a significant burden on house-
holds and businesses alike, underscoring the need for more in-
vestment in renewable energy, in resource efficient technolo-
gies and adapting business practices. In response to these chal-
lenges, the Palestine Monetary Authority (PMA) has taken a
proactive step with the creation of a Sustainable Finance
Roadmap and Action Plan, aimed at guiding the financial sector
towards a more sustainable and resilient future. This foresees
to integrate sustainability into the Palestinian financial system,
promoting economic growth that is both inclusive and environ-
mentally sound.

Based on the measures of AFIN’s first project phase, the regula-
tory framework offers initial incentives for financial service pro-
viders to develop inclusive and digital products such as compar-
ison platforms for financial services for MSMEs.

These products have the potential to increase accessibility and
efficiency, reduce transaction costs, and make it easier for indi-
viduals and businesses to save, invest, and insure against finan-
cial shocks and in times of movement restrictions. Financial ser-
vices like pay-as-you-go solar, micro insurance or digital plat-
forms can directly contribute to a better risk management of
MSMEs. For example, payments via mobile money serving as a
safety net can quickly channel money to those in need, especially
after shocks like war or natural disasters.

However, the necessary expertise to fully utilise the newly estab-
lished innovation structures for inclusive and sustainable finan-
cial services is lacking. The financial sector still takes the special
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characteristics of the target groups too little into account and
lacks effective incentives to develop and introduce MSME-ap-
propriate financing approaches.
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The A-FIN 1l project aims to improve the access of MSMEs to in-
clusive sustainable financing. Therefore, it works on addressing
the necessary improvements at the regulatory level as well as
directly with financial market players for improving the usage of
these financial services in the Palestinian Territories.

A-FIN Il provides the financial market regulatory authorities with
technical assistance to enhance their capacities:

e to strengthen their functions as promoters and regulators
of inclusive sustainable financing

e  to ensure proper evaluation and enabling regulation for
new inclusive sustainable financial products and the devel-
opment of this sector overall

e by facilitating regional and international dialogue formats
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On the supply side AFIN Il supports financial sector actors like
banks, microfinance institutions or Fintechs:

e to develop and introduce MSME-specific risk analyses and
the measurement, management and disclosure of sustain-
ability-related risks in the financial sector

e  to establish innovative partnerships as enablers for inclu-
sive MSME financing

e to create and disseminate an improved, easy-to-under-
stand range of information and educational content for
MSMEs on inclusive sustainable financial services

e in enhancing their understanding on gender-specific di-
mensions of MSME financing

e inimplementing women's network meetings and mentor-
ing programmes for employees

Additionally, AFIN Il supports MSMEs through:

e  offering training measures to improve their understanding
of inclusive sustainable financial services

o developing tools for determining their financial needs and
investment potential, taking into account inclusive and
sustainable elements
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