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A Mew York-based mcro
finnnce cxperi has called far
increased fnsparcncy on
inberest mdes and chorges levaed
ey mpicTo-fimnce: mitibilwofe 0
help cistomen: rake informed
decmiomet when midig loans.

Abexander Fiorillo, vice
prestdent of an miernationsl
nrganisation called
MicroFinance Transnarency.
i in Lilprgvee om Tiesiay that
mmansparency among; the micm-
fmance institutons could aho
ey them confidence among thie
pubilsc, prvernmenst o donods,

She was speakmg chimnyg @
wirkcsbup held by Mol manee
Trarmparency inpartscrship with
the Malawi Microfinance
Insdititions. Metwork (RMERN)
o peesstiee bocal micro-benders
an  the imporance of
weiih their charges

Reserve Bank of Malows
lll_l'.-l;'l'l'l.‘ﬂ'j"ﬂ'k!l.lp:tl:ﬂlJll.l.'n - Ta]
described Micral tiunce
Tramsparency s ohjectives as
consistent.  with  Malawi
governamenl s palicy  om
macnpfimaiice s stipulaied n the
recent Parlisment-approved
Micrlmance Act

Feonllo =aid just like
commercinl hanks which
ncatrrually quise thesr nans ning,
sl peTCCTEA R TEES, iD=
finpnoe kenoling Ensbituion shinld
wlsy use the same prnciple 1o
help CEMTELLMIErS innke
enkiphtens] decssons repnning
sepmingly comparable loans,
when i acinality one is
sgnificandly mooe expensive
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FIORILLO - High profits generaied ol the poor can cresie
a very bad public image

“Far example, & guoied
imierest of 1 percent can result i
an annual percentage rate
between 36 and %6 percent and
beyond," observed Fiondla

S i the truee prive af MFT

lnan products has rarely boen
accuralely reporied. She eakd
MFlE nead 10 ensure that their
clients hawve ghear information
abot 1he cost of the money they
by

Expert calls for openness
in micro-finance lending

She wonid MFI hove o b
open aboul the reality of e
madustry which is thal interes
pales-on micro-loans miuat be
T
commercinl loans becuuse iT was
more expensive fo provide
armmiler loans han Langer anes

“The smaller the macro-loan,
ihe higher the imerest rates
necessary for the MF| o cover
the cost of thal loan n ordes &0
achieve susiaimability. For
e, a b o 11 0LCNN st
carry o higher imterest rate than a
licuety i’ B A0, 000, il Frondlo,

Shie said however dise 10
chalierpes of expiumng Wiy an
NI lisis 1o charge higher mieres!
raules than cormmernciab banks and
to chearge The hagthesl titeress mies
o the pocrest clbesis, the easwer
alemative has bow o Uss pmcing
methexts where (v qooted price
appeams significantly lower fhan
the aciunl prece

She gaid MFIs hove {oond
it diffleult 1o conwverl 1o
Eranispanenl pricing as doing so
wisild mnke them appear o be
the mosi expensive on Lhe
market, even though thelr e
price could actundly b the kovwest

Fiomilko sasd where MFlsame
pperating m o very secrefive
pricing savifonment, some
mstitutions (ake advantage fo
charge o price thal penerules a

high ahor-ierm profi whils
stz harm b itx clicnls

“Thas s o bad situation for
thee: pesor e bndd giastion for the
micro-finanes indoory. Hirh
profits genernted uff the poor can
create o very bad public mmage
fior the ndostry and result 16
siromp; backlash," she sud

She advized the Malawi
micralinanse indusiry o slart
peachicing wansparent pricing for
their long-serm survival, growth
and rekevance v the Timancial
sy

Reserve Bank of Maolowi
governor Peck Ligoya, who
pificinlly opencd i WOrcenop,
sajd Malawi had enacted the
Micmofinonce Aot o regulale
BAFT s protect Bormreens from
the mstimafion from =0y
madpraciices i the mousicy

He said effecove yesterday
[Sepiemmber 1], ol MFE will have
i e boensed and reyuloted by
the contral bank following
gernggent mssnres thal have been
prt i place o el sanity m the
Moy,

“Sfalmai et opened 8 new
chupter in  microfinance
Adthough we will maintain a
[iberal intenest rate megime for
MFls and the entire financial
eector, we will gitback and watch
poor barmowers being ripped off
by benaders,'” eaid Ligoyn



