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STEP 1: Understand Product Pricing 

1. Institutional Portfolio Yield is limited 
2. Each product has its own price characteristics 

 - Each client often has a specific price they pay 
3. Know what formula/definition is used 

- What you decide to include in the price calculation is 
critical 
- Is the annualization process nominal or compound? 



What happens if 
an MFI has two 

or more 
products? 

Of different 
sizes? 

Different 
purposes? 

Do they charge 
the same price 

on all products? 
Almost never. 

Global Portfolio Yield Isn’t Enough 



Why Portfolio Yield Isn’t Enough 

MFI
Average loan 
balance per 

borrower

Yield on 
portfolio 
(nominal)

Initial Loan 
Size

BancoSol 2,713 19.82% 5,155

MIX (31-12-2009)



    Average Original Loan Amount (US$) 



    Average Original Loan Amount (US$) 





Largest product has a 
APR ranging from 
18% to 25% 



This product has a 
APR ranging from 
12% to 19% 



This product has a 
single APR of  25% 



This product with 
just a few clients has 
a APR ranging from 
11% to 13% 



And what is always quoted for BancoSol 
is “Their price is 20%.”  That is their 
weighted average price, but no clients 
actually pay 20%. 



• Interest:  Certainly! 
• What else? Everything that is a compulsory 

requirement for receiving the loan. 
• Fees:  Any compulsory fees must be included 

• Training fees?  Yes, if the training is a requirement for the 
loan.  The full-price is then for “credit-plus-training” 

• Insurance fees?  Yes, if insurance is a requirement.  The 
client can then compare: “Loan-only for 34% APR, loan-
and-insurance for 38% APR” 

• Compulsory Deposits (“Savings”):  Yes!   

“What costs should we include?” 













STEP 2: Get Pricing Info 

1. Start with portfolio yields, then get more detail 
2. MicroFinance Transparency website 
3. Ratings Reports  
4. Calculate it yourself using MFT’s tools 



“Pricing” with MIX Portfolio Yield 







Pricing on MFTransparency – 
Country Level 



Pricing on MFTransparency – 
Institution Level 



Pricing on MFTransparency – 
Product Level 



You can use our MFT Pricing 
Calculator to deepen your 

understanding and to calculate actual 
prices of loans 



MFTransparency Pricing Tool 
• Download our free software to study and calculate 

pricing. 
• It runs in Microsoft Excel and is multi-lingual 



MFT Pricing Calculation Tool –  
Basic Analysis 



MFT Pricing Calculation Tool –  
Advanced Analysis 



MFT Pricing Calculation Tool –  
Advanced Analysis 



STEP 3: Using Pricing Info to Make 
Better Decisions 

1. Cardinal Rule in analyzing micro-loans:  Never use 
averages! 

2. Understand the price curve and learn more about 
where the curve begins 

3. For each product, evaluate how close to the curve 
are they – this is as best we can get to a “fair 
market price” 

4. Compare price info with operating cost info and 
profits 



The Undeniable Price Curve 



In the Philippines, we find a curve not only for 
prices, but also for Operating Costs. 





Cost Components that Affect Pricing 

Component 

Financial Costs 10% 
Loan Loss 2% 
Operating Costs 20% 
Profit 3% 

Total Price 35% 

Cost Components that Affect Pricing 



Realizing that there is a Cost Curve 

Efficiency 1 2 3 

Operating Cost per 
Loan 

$50 

Loan Size $500 
Operating Cost Ratio 10% 

Realizing that there is a cost curve 



Realizing that there is a Cost Curve 

Efficiency 1 2 3 

Operating Cost per 
Loan 

$50 $50 

Loan Size $500 $250 
Operating Cost Ratio 10% 20% 

Realizing that there is a cost curve 



Realizing that there is a Cost Curve 

Efficiency 1 2 3 

Operating Cost per 
Loan 

$50 $50 $30 

Loan Size $500 $250 $100 
Operating Cost Ratio 10% 20% 30% 

Realizing that there is a cost curve 



  

  

  

MFI’s Costs 

Defining a Responsible Price 



  

+ MFI’s Choice of Profit 

MFI’s Costs 

Defining a Responsible Price 



  

= Price Set by the MFI 

+ MFI’s Choice of Profit 

MFI’s Costs 

Defining a Responsible Price 



What Price Can the Poor Afford? 

= Price Set by the MFI 

+ MFI’s Choice of Profit 

MFI’s Costs 

Defining a Responsible Price 



 
 

Promoting Transparent Pricing  
in the Microfinance Industry 

 
MicroFinance Transparency is an NGO registered in the USA 
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