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The Good News In October 2006 |
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The Ugly Side of
Microlending

How big Mexican banks profit as many poor
borrowers get trapped in a maze of debt

* The Dark Sicde of Microfinance

= Plus: Wal-Mart Banks on the Unbanked

e Plus: Compartamos: From Nonprofit to Profit

Google and the Wisdom of
Clouds

A lofty new strategy aims to put incredible
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Interest rates quoted In Business Week

A Compartamos: 105%
A BancoAzteca: 90%
A WalMart: 86%

A Question:Which of these do you consider MFIs?
I Does thepublic distinguish them?
I Does thegovernmentdistinguish them?
I Doclientsdistinguish them?
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Transparency and Commercializatio
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A We have an impressive record of transparency on
financial performance

A However, product pricing is a major element of
orofit, and transparent pricing has not been widely
practiced

A Nonttransparent pricing creates a major market
Imperfection, one that can be used to advantage by
Institutions in the market
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Financial Services for the Poor
3000 years on one slide
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Very low interest g Double-Bottom Line MFIs
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Sustainable
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Moderate interest
Doublebottom line

Singlebottom Line
The future?
Maximize interest
Maximize profit
Some businesses are now blurring the lines

between microfinance and money lending




%, mftransparency.org

Four Key Points on Pricing Transparency

1. Interest rates vary significantly relative to loan
size, making transparency difficult

2. We operate In an industry where ndransparent
pricing Is common
3. Nontransparent pricing creates a serious market

Imperfection, generating the potential for high
profits from lending to the poor

4. Pricing transparency Is essential to wielhctioning
markets, promoting efficiency, healthy competition,
and better prices for millions of poor people
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Breakeven Points related to Loan Size and Interest Rate
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Breakeven Points related to Loan Size and Interest Rate

If an institution wants to deliver smaller loans at the
same interest rate, they will lose money. What must
they do if they want to make these smaller loans
financially sustainable?
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Breakeven Points related to Loan Size and Interest Rate
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As the loan size decreases, the
interest rate must continue to
iIncrease in order to have a
viable loan product..




