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naerstanding the cost curve 1or

micro-loans



Efficiency: Operating Cost Ratio
The formula for the ratio:

Annual Operational Cost

Average Loan Portfoliio

We will analyze at the level of a single loan
Cost to process and disburse a loan (once per loan)

«  Monitoring cost (monthly cost)
- We annualize these cost
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h%Outstanding Balance

f| Loans processed/year

g| Annual Loan Write-off %
h| Annual LL Provision

i1 Annual Financial Cost

Loan Term

Financial Cost

i| Costof Funds (%)

$50| $100| $200| $300| $500| $750|S$1,000 ?ﬁ
$25| $50| $100| $150| $250| $375| $500| _SA507]
v e v s g v 12 12 12
1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
2% 2% 2% 2% 2% 2% 2% 2%
$0.5| $1.0| $2.0| $3.0| $5.0/ $7.5| S$10.0| Si5.0
10%| 10%| 10%| 10%| 10%| 10%| 10%| 10%
S3 §5| S10| S$15| S25| $38 S50 S75
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JrIE - DG A B

g| Annual Loan Write-off %
h| Annual LL Provision

i1 Annual Financial Cost

~L0ans processed/year

a
b W——jﬁ-
| Loan Term 12
\f.

Financial Cost

i| Costof Funds (%)

$50| $100| $200| $300| $500| $750|$1,000($1,500
— SO T4 OOT—S456" 4375 S$500| S750
12 12 12 12 12 12| I

1.0 1.0 1.0 1.0 1.0 1.0 1.0l 210"
2% 2% 2% 2% 2% 2% 2% 2%
$0.5| $1.0| $2.0| $3.0| $5.0/ $7.5| S$10.0| Si5.0
10%| 10%| 10%| 10%| 10%| 10%| 10%| 10%
S3 §5| S10| S$15| S25| $38 S50 S75
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JrIE - DG A B

Average Outstanding Balance
Loan Term

-~ DO T | W

Loans proce

Loan Write-off
Annual Loan Write-off %

h|™Asanual LL Provision
Financial Cost
i| Costof Funds (%)
i1 Annual Financial Cost

$50| $100| $200| $300| $500| $750|$1,000($1,500
$25| $50| S$100| $150| $250| $375| $500| S750
12 12 12 12 12 12 12 12

1.0] 1.0 TO4+6 1.0 1.0 1.0

\\

2% 2% 2% 2% 2% 2% 2% 2%

$0.5| $1.0| $2.0/ $3.0/ $5.0| $7.5 Sm.,ﬂs./o
10%| 10%| 10%| 10%| 10%| 10%| 10%| 10%
S3 §5| S10| S$15| S25| $38 $50| S75
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JrIE - DG A B

Loan Term

-~ DO T | W

h| Annual LL Provision

rinancial Cost

i| Costof Funds (%)

J \Winancial Cost

S50 $100| $200( $300| S$500| S$750(S$1,000(51,500
Average Outstanding Balance §25| S50 S$100| S$150| $250( S375| S500| S750
12 12 12 12 12 12 12 12
Loans processed/year 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
g| Annual Loan Write-off % 2% 2% 2% 2% 2% 2% 2% 2%
SUS[ SL.U0| SZU[ 530 S§7.5| $10.0| Si15.0
\\
10%| 10%| 10%| 10%| 10%| 10% 10% 10%
$3 S5/ $10| S15| S$25( S$38| S50
——
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
|| Annual initiation costs

* mftransparen

m| Monthly loan monitoring cost
n| Annual monitoring cost

o| Total Annual Operating Costs
p| Average Outstanding Balance
g|Annual Operating Cost Ratio

cy.org

$500( $750|$1,000|$1,500| $2,000 w
$40| S50/ $50| S60 $75 $100
$40| S$50| $50| S60 $75 $100

S4 S5 S5 S5 S8 $10
$48| S$60| $60| S60 $96 $120
$88| $110| S$110| S120 $171 $220

$250| 8375 S500 S750 $1,000 $1,500
| 16%|  17%|  15%




|E] Original Loan Amount

Or<ziaiing Cosu Ccalculation

Cost to initiate loan
Annual initiation cost
Dan monitoring cost

Annual monitoring cost

Total Annual Operating Costs

Average Outstanding Balance
Annual Operating Cost Ratio

o U O oS 3
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$500( $750|$1,000|$1,500| $2,000{ $3,000
$40| S50/ $50| S60 $75 $100
$40| S$50| $50| S60 $75 $100
S4 S5 S5 S5 S8 $10
$48| S$60| $60| S60 $96 $120
$88| $110| S$110| S120 $171 $220
$250| 8375 S500 S750 $1,000 $1,500

| 16%|  17%|  15%




|2 Original Loan Amount
| I

Operating Cost Calculation
Cost to initiate loan

Monthly loan monitoring co
__Annual monitoring cost
Total Annual Operating Costs

Average Outstanding Balance

.Q‘OO#B\—W

Annual Operating Cost Ratio
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$500( $750|$1,000|$1,500| $2,000{ $3,000
$40| S50/ $50| S60 $75 $100
$40| S$50| $50| S60 $75 $100
S4 S5 S5 S5 S8 $10
$48| S$60| $60| S60 $96 $120
$88| $110| S$110| S120 $171 $220
$250| 8375 S500 S750 $1,000 $1,500

| 16%|  17%|  15%




|E] Original Loan Amount S500( S$750(51,000(S$1,500| $2,000| $3,000

I
Operating Cost Calculation

k| Costto initiate loan S40| S50 S50| S60 S75 $100

|| Annual initiation costs S40| S50 S50 S60 S75 $100

m| Monthly loan monitoring cost S4 S5 S5 S5 S8 S$10

n rtoT S48 S60 S60 S60 S96 $120

Total Annual Operating Costs S88| S$110| S110| S120 S171 $220

Average Outstanding Balance §250| S375| S500| S750| S1,000| S1,500

nnual Operating Cost Ratio 16% 17% 15%
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|E] Original Loan Amount S500( S$750(51,000(S$1,500| $2,000| $3,000
I
Operating Cost Calculation
k| Cost to initiate loan sao| sso| sso| seo|  s75| siov
|| Annualinitiation costs _ $40| S50 S50| S60 §75| _S1e0
m| Monthly loan monitoring cost sS4 S5 S5 55 S8 S$10
n| Annual monitoring cost S48 S60 S60| S60 S96 $120
o| Total Annual Operating Costs S88| S$110| S110| S120 S171 $220
p| Average Outstanding Balance §250| S375| S500| S750| S1,000| S1,500
g|Annual Operating Cost Ratio I 16% 17% 15%
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|2 Original Loan Amount
| I

Operating Cost Calculation
k| Costto initiate loan
|| Annualinitiation costs
Monthly loan monitoring gost
Annual monitoring cost
Total Annual Operating Costs
Average Outstanding Balance

Annual Operating Cost Ratio
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$500| $750($1,000|$1,500( $2,000| $3,000
$40| S50 S$50| S60 $75 $100
&S50 550 S5 100

S4 S5 S5 S5 S8 S1
48| S60| S$60| S60 $96| _S120]
$88| SIIOSTIOSIZU| S171 $220
$250| $375| Ss00| S750| S1,000| $1,500
| 16%|  17%|  15%




|E] Original Loan Amount

Operating Cost Calculation
Cost to initiate loan

~

|| Annualinitiation costs
Monthly loan monitoring cost

Annual monitoring-cest

e .
Total Annual Operating Costs

Average Outstanainmg Bufarce-

Annual Operating Cost Ratio

o T P S 3
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$500( $750|$1,000|$1,500| $2,000{ $3,000
$40| S50| S50/ S60 $75 $100
$40| S50| S50/ S60 $75 $100
S4 $5 S5 S5 S8 $10
548566 e e al S9 $120
$88| $110| S$110| S120 $171 $220)
§PGO-T—5IFF S5O0 T 5750 51,000 $1,500
| 16%|  17%|  15%




|E] Original Loan Amount

Operating Cost Calculation

k| Costto initiate loan

|| Annualinitiation costs
Monthly loan monitoring cost
Annual monitoring cost

WU: S

m
n
0
6l_Average Outstanding Balance
q|Annual Operating Cost Ratio
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$500| $750|$1,000($1,500( $2,000| $3,000
$40| S50/ $50| S60 $75 $100
$40| S$50| $50| S60 $75 $100
S4 S5 S5 S5 S8 $10
$48| S$60| $60| S60 $96 $120
—S88 S TIOSTI0T—5+26+——S11] SQ
$250| 8375 S500 S750 $1,000 $1,500-
—T16% 17% 15%




|E] Original Loan Amount

Operating Cost Calculation

k| Costto initiate loan

|| Annualinitiation costs
Monthly loan monitoring cost
Annual monitoring cost

Average Outstanding Balance

m
n
o| Total Annual Operating Costs
P
q

Annual Operating Cost Ra@

$500| $750($1,000($1,500| $2,000| $3,000
$40| S50/ $50| S60 $75 $100
$40| S50/ $50| S60 $75 $100
sS4 S5 S5 S5 $8 $10
$48| S$60| $60| S60 $96 $120
$88| $110| S$110| S120 $171 $220
__S250T5375 | o500| S/50 STO66- 500
16% 17% 15%

-
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|E] Original Loan Amount

Operating Cost Calculation

k| Costto initiate loan

|| Annualinitiation costs
Monthly loan monitoring cost
Annual monitoring cost

Average Outstanding Balance

m
n
o| Total Annual Operating Costs
P
q

Annual Operating Cost Ratio
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$500| $750|$1,000|$1,500| $2,000| $3,000
$40 $75 $100
$40 $75 $100
$4 $8 $10
$48 $96 $120
$88 $171 $220
$250 $1,000 $1,500
22%|/ 16% 17% 15%




|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan

Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost

Total Annual Operating Costs
Average Outstanding Balance

o T O = 3

$500| $750($1,000($1,500( $2,000( $3,000
$40| S50/ S$50| S60 $75 $100
S40| S50 S$50| S60 $75 $100
$4 S5 S5 S5 $8 $10
$48| S$60| S$60| S60 $96 $120
$88| S$110| $110| S120 $171 $220

| 52501 S3751—$500—5250—S1000| 51,500
35%| 29%| 22%| 16% 17% 15%

Annual Operating Cost Ra(
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EJ Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
|| Annual initiation costs

Monthly loan monitoring cost
Annual monitoring cost

Average Outstanding Balance

m
n
o| Total Annual Operating Costs
P
q

Annual Operating Cost Ratio
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__$50] $100] $200] $300] $500D $750[$1,000
$10| $15| $25| $30| $40| $s0| $50
$10| $15| $25| $30| 40| $so| $s0

S4 S5 S5

so| %ol so| so| s48] $60| $60
$10{ S$15| S$25| S30| $88| S110( $110
s25| ss0| s100| s1s0| $250| $375| $s00
|| 35%| 29%| 22%




[E] Original Loan Amount S50 S$100( S$200( S$300| S$500| S$750(S$1,000
Operating Cost Calculation
k| Costto initiate loan ___S10| S$15| $25| S30| $40 S50 )
|| Annual initiation costs $10]  STS—525—536+—<$407T550| $50
m| Monthly loan monitoring cost S4 S5 S5
n| Annual monitoring cost SO SO SO SO| S$48| S60 S60
o| Total Annual Operating Costs S10| S15( S25| S30| S88| S110( S110
p| Average Outstanding Balance 525 S50| S100| S150| S$250| S375| S500
q|Annual Operating Cost Ratio I | 35%| 29%| 22%
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=] Original Loan Amount
| I

Operating Cost Calculation
Cost to initiate loan
Annual initiation costs
Monthly loan monitoring co
Annual monitoring cost
Total Annual Operating Costs
Average Qutstanding Balance

o Tt O o 3

Annual Operating Cost Ratio

* mftransparency.org

$50] $100] $200] $300] $500] $750[$1,000
$10| $15| $25| $30| 40| $s50| $50
5101 SZ5[ oS30 S#0T—S50| S50
2| s2| s3] s3| sa|  ss| Dss
 SIAT—524—$361—$361—5481560|  $60
$34| $39| $e1| $ee| $88| $110| $110
525 $50| S100| S150| 8250 8375 S$500

| 35%| 29%| 22%



|E] Original Loan Amount S50| S$100| $200| S$300| S500( S$750(S$1,000
Operating Cost Calculation

k| Costto initiate loan $10| S15| S25( S30| S40| S50 S50

Annual initiation costs $10| S15| S$25| S30 S40| S50 S50

m| Monthly loan monitoring cost S2 S2 S3 S3 S4 S5 S5

n| Annual monitoring cost )ﬂ--——ﬁ%ﬂ'—ﬁ?ﬁw—%&\i@ S60

o| Total Annual Operating Cos( S34| S39( S61| S66| S88| S110 }10
A ,

p verage Outsfandmg Bala.nc 525 S50| S100| S150| 5250 _ﬂ 00

g|Annual Operating Cost Ratio I"‘?F’/T 29% 22%
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost

Total Annual Operating Costs
Average Outstanding Balance

o U O =S 3

Annual Operating Cost Ra@(

$50| $100| $200| $300| $500| $750|S$1,000
$10| S15| S$25| S$30| sS40/ S50/ S50
$10| S15| $25| $30| S40| S50/ S50
S2 S2 S3 S3 S4 S5 S5
$24| S24| S36| S36| S48 S60| S60
$34| S$39| S$61| S$66| S$88| $110| $110
925 St OO TS 15O 52505275 S500

| 35%| 29%| 22%

% mftransparency.org



|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost

Total Annual Operating Costs
Average Outstanding Balance

o U O =S 3

Annual Operating Cost Ra@(

$50| $100| $200| $300| $500| $750|S$1,000
$10| S15| S$25| S$30| sS40/ S50/ S50
§10| S15| S$25| S$30| S$40| S$50( S50
S2 S2 S3 S3 S4 S5 S5
$24| S24| S36| S36| S48 S60| S60
$34| S$39| S$61| S$66| S$88| $110| $110
$25 | G50GOS TOT—52501—8275 |  $500

44%| 35%| 29%| 22%
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost

Total Annual Operating Costs
Average Outstanding Balance

o U O =S 3

Annual Operating Cost Ra@(

$50| $100| $200| $300| $500| $750|S$1,000
$10| S15| S$25| S$30| sS40/ S50/ S50
§10| S15| S$25| S$30| S$40| S$50( S50
S2 S2 S3 S3 S4 S5 S5
$24| S24| S36| S36| S48 S60| S60
$34| S$39| S$61| S$66| S$88| $110| $110
$25 | G50GOS TOT—5250—8275 |  $500

61%| 44%| 35%| 29%| 22%
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost

Total Annual Operating Costs
Average Outstanding Balance

o U O =S 3

$50| $100| $200| $300| $500| $750|S$1,000
$10| S15| S$25| S$30| sS40/ S50/ S50
§10| S15| S$25| S$30| S$40| S$50( S50
S2 S2 S3 S3 S4 S5 S5
$24| S24| S36| S36| S48 S60| S60
$34| S$39| S$61| S$66| S$88| $110| $110
$25 L G50GOS TOT—525018275 | $500

78%| 61%| 44%| 35%| 29%| 22%

Annual Operating Cost Ra(o |
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost

Total Annual Operating Costs
Average Outstanding Balance

o U O =S 3

Annual Operating Cost Ratio

$50| $100| $200| $300| $500| $750|S$1,000
$10| S15| S$25| S$30| sS40/ S50/ S50
§10| S15| S$25| S$30| S$40| S$50( S50
S2 S2 S3 S3 S4 S5 S5
$24| S24| S36| S36| S48 S60| S60
$34| S$39| S$61| S$66| S$88| $110| $110
$25 | G5OGS TOT—52501—8275 | $500
136%| 78%| 61%| 44%| 35%| 29%| 22%
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost
Total Annual Operating Costs
Average Outstanding Balance
Annual Operating Cost Ratio

o Tt O =S 3

$750( $1,000081,500| $2,000| $3,000[ $5,000| $7,500 w_
$50| S50 S60 $75 $100 $150 $250 $300
$50| S50 S60 $75 $100 $100 $125 $150
S5 S5 S5 S8 $10 $15 $20 $25
$60| $60| S60 $96 $120 $180 $240 $300

$110( S$110| S120 $171 $220 $280 $365 $450

$375 S$500 S750 $1,000 51,500 52,500 $3,750 $5,000

29%| 22%| 16% 17% 15% 11% 10% 9%
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost
Total Annual Operating Costs
Average Outstanding Balance
Annual Operating Cost Ratio

o Tt O =S 3

$750( $1,000| $1,500 $10,000
—

$50| $508. S60 $75 $100 $150 $250 $300
$50| S50 2y, $75 $100 $100 ';J_zs-/sﬁ
S5 S5 S5 S8 $10 $15 $20 $25
$60| $60| S60 $96 $120 $180 $240 $300
$110( S$110| S120 $171 $220 $280 $365 $450
$375 S$500 S750 $1,000 51,500 52,500 $3,750 $5,000
29%| 22%| 16% 17% 15% 11% 10% 9%
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost
Total Annual Operating Costs
Average Outstanding Balance
Annual Operating Cost Ratio

o Tt O =S 3

$750| $1,000( $1,500 $10,000
$50| $50| S60 $75| ___S100 $250|  $300
$50| S50 $75| $100{ $100|  $125 $%&Q

S5 S56. S5 S8 $10 $15 $20 $25
$60|  $60 2, 49 $120/  $180 Sza.o-/yﬁ
$110( S$110| S120 $171 $220 $280 $365 $450
$375 S$500 S750 $1,000 51,500 52,500 $3,750 $5,000
29%| 22%| 16% 17% 15% 11% 10% 9%
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|E] Original Loan Amount

Operating Cost Calculation
k| Costto initiate loan
Annual initiation costs
Monthly loan monitoring cost
Annual monitoring cost
Total Annual Operating Costs
Average Outstanding Balance
Annual Operating Cost Ratio

o Tt O =S 3

$750($1,000| $1,500 $10,000
$50| S50 S60 $75 $100 $150 $250 $300
$50| $50| S60 $75 $100 $100 $125 $150
S5 S5 S5 S8 $10 $15 $20 $25
$60| $60| S60 $96 $120 $180 $240 $300
$110( S$110| S120 $171| S220! 0 $365 $450
$375 S$500 $1,000 51,500 52,500 $3,750 ‘m
29%| 22%\_ 16% 17% 15% 11% 10% 9%

%, mftransparency.org
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160%

Cost Structure Relative to Initial Loan Amount

(smaller loans)

©140%

Annual % per Cost

—o
- = = = - - A

S == == » = »

0 $200 $400 $600 $800  $1,000 $1,200 $1,400 $1,600

Initial Loan Amount
—a—Financial Cost —&— Provision —e—Op Costs




Pricing for Different Products

%100 $1000 . D

Financial Costs 10% 10%
Loan Loss 2% 2%
Qperaﬁng Costs 50% 15D

Profit 3% 3%

Total Price < 65% 30% >
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Operating Expense Ratio (%)

70%

60%

50%

40%

30%

20%

10%

0%

oan Size and Op Exp/Port %
(48 MFIs in Philippines)

Original Loan Size (USS)

.
'S

® . TS

. ¢ s
. . TS
. 'S
*
[ [ [ [ [ |
500 1,000 1,500 2,000 2,500

3,000
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Cost Components that Affect Pricing
o |

Financial Costs 10%

Loan L oss %
Operating Costs 20%
Profit 3%

Total Price 35%
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Realizing that there is a cost curve
RN

Operating Cost per S50

Loan
Loan Size S500
Operating Cost Ratio  10%
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Realizing that there is a cost curve
e

Operating Cost per S50

Loan

Loan Size S500 $250
Operating Cost Ratio  10% 20%
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Realizing that there is a cost curve
e

Operating Cost per S50

Loan

Loan Size S500 $250 S100
Operating Cost Ratio  10% 20% 30%
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Cost Components that Affect Pricing

-

Financial Costs 10%

Loan « %
Operating Costs 20%
Profit 3%

Total Price 35%

Let’s look at Bolivia

%, mftransparency.org




Financial Expenses / Assets

N W b !
R X R X R R

0%
-1%

Financial Expenses/Assets vs Average Loan Balance
Bolivia, 24 MFls

Financial Expenses range between 2% and
5%, with a flat-average of 3%, not
correlated to loan balance.

A

2,000 3,000 4,000 5,000 6,000 7,000 8,000
Average Loan Balance (US$)

& Financial Expenses/Assets vs Average Loan Balance = Power (Financial Expenses/Assets vs Average Loan Balance)




FREERER R

Loan Provision / Assets
b N e
2 R R B =B

?

Loan Provision /Assets vs Average Loan Balance
Bolivia, 24 MFls

. . . L | . L 4 ‘ L] L)
2,000 3,000 4,000 5,000 6,000 7,000 8,000 9,000

Loan Provision is a consistent 1% to 2%,

not correlated to loan balance.

Average Loan Balance (USS$)

& Loan Provision fAssets vs Average Loan Balance = Log. (Loan Provision fAssets vs Average Loan Balance)




Operating Expense Ratio vs Average Loan Balance
Bolivia, 24 MFls

Operating Cost Ratio is by far the largest
component, ranging from 10% to 30% and
is highly correlated to loan balance.

0 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000 9,000
Average Loan Balance (USS)

“ Operating Expense Ratio vs Average Loan Balance ~Power (Operating Expense Ratio vs Average Loan Balance)




Cost per Borrower vs Average Loan Balance
Philippines, 43 MFls

These MFIs are actually VERY efficient
“per borrower”, but this still is high
relative to the loan amount

1,000

1,500

¢ Cost per Borrower vs Average Loan Balance

Average Loan Balance (USS)

ftransparency.org

— Power (Cost per Borrower vs Average Loan Balance)

2,500




Portfolio Yield & OER vs Average Loan Balance
Philippines, 59 MFls

80%

70%

f:u 60%
5
£ 50%
=]
2
> 40%
£
)
o
- 30%
c
© L 2
(2’
8 20% u,
m
10%
0% T T T T T T T T T 1
0 200 400 600 800 1,000 1,200 1,400 1,600 1,800 2,000

Average Loan Balance (USS)

¢ Portfolio Yield M Operating Expense Ratio =——Power (Portfolio Yield) =——Power (Operating Expense Ratio)
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Portfolio Yield & OER vs Average Loan Balance
Peru, 57 MFIs

70%

60%

50%

I
o
SN

30%

20%

OCR and Port Yield (nominal)

10%

0% T T T T T T T 1
0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000

Average Loan Balance (USS)

¢ Portfolio Yield M Operating Expense Ratio =——Power (Portfolio Yield) =——Power (Operating Expense Ratio)
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Portfolio Yield & OER vs Average Loan Balance

Bolivia, 23 MFIs
50%
45% ~
__40%
©
c
'S 35% %
2
= 30%
o [ |
0,
; 25% - Y .
(o]
S 20% B \’_oh .
2 —_—
S 15% e = O * .
% i i~ p—a
© . ——
10% m - —m
5%
0% I I T T T T T 1
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Operating Expense Ratio vs Average Loan Balance
Bosnia and Herzegovina, 13 MFls
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Operating Expense Ratio vs Average Loan Balance
Bosnia and Herzegovina, 13 MFls

0% T T L T T 1
60% 100% 120%

Average Loan Balance/GNI per capita

4 Operating Expen

—— Power (Operating Expense Ratio vs Average Loan Balance)




Operating Expense Ratio vs Average Loan Balance
Bulgaria, 20 MFls
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Operating Expense Ratio vs Average Loan Balance
Bolivia, 23 MFls
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Operating Expense Ratio vs Average Loan Balance

Bolivia, 23 MFls

25% - It's pretty “flat” out
here, above 100%
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Operating Expense Ratio vs Average Loan Balance

Bolivia, 23 MFIs
It gets more

interesting over
here....
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Operating Expense Ratio vs Average Loan Balance
Philippines, 59 MFls

Most of the Bolivian

MFIs are way off to
the right... > 100%
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Operating Expense Ratio vs Average Loan Balance
Mexico, 32 MFls
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Average Op Cost Ratio by Loan Scale, selected countries

70%
60%
+++4-- Bolivia

.§ S0% —{— Philippines
e« = === Ecuador
§ 40% = Nepal
3
c = = Brazil
<
2
O 30%
o
&
2
< 0%

10%

0% T 1 T T I I 1 I T 1
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Avg Balance as % GNI/cap




Average Op Cost Ratio by Loan Scale, selected countries
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Average Op Cost Ratio by Loan Scale, selected countries
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Average Op Cost Ratio by Loan Scale, selected countries
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Average Op Cost Ratio by Loan Scale, selected countries
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As loans approach 0% GNI, the cost
ratio approaches infinity
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Average Op Cost Ratio by Loan Scale, selected countries
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Conclusion:

As microfinance loans get more and
more “micro” we approach the limits of
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Why do prices in MFls come down?

Scale?
Competition?
Mature markets?
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2003
2004
2005
2006
2007
2008

CMAC Sullana (Peru)
N

Yield on gross
portfolio (real)

35.52%
31.90%
32.65%
28.54%
26.84%
26.48%

Operating
expense/ loan
portfolio
17.01%
13.99%
12.85%
12.58%
10.85%
10.97%

4.36%
5.02%
5.88%
5.16%
5.50%
4.02%

Price reductions due to improved efficiencies?
Economies of scale? Increased competition?
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CMAC Sullana (Peru)

. Operating Average loan
Yield on gross
. expense/ loan balance per
portfolio (real) :
portfolio borrower
2003 35.52% 17.01% 4.36% 614
2004 31.90% 13.99% 5.02% 1,082
2005 32.65% 12.85% 5.88% 1,340
2006 28.54% 12.58% 5.16% 1,646
2007 26.84% 10.85% 5.50% 1,942
2008 26.48% 10.97% 4.02% 2,557

As we deliberate on what is “responsible pricing”, we must
look at other factors, including loan size, loan purpose,
loan term, and national market conditions.
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Portfolio Yield, OER, and ROA, 2003-2007, CMAC Sullana

25%

©
S
€
(=}
S
L
2
>
t
[}
o
©
c
©
o
O
o

$1,000 $1,500 $2,000 $2,500
Average Loan Balance (USS)

=¢=Portfolio Yield =li=QER ==i==ROA

mftransparency.org

A




0 SUPERINTENDENCIA
)£ BANCA, SEGUROS Y AfP

Las tasas de interés de mlcrocrédltos

muestran una tendencia decreciente

Tasas de Interés para Créditos MES en MN
(En porcentaje)
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Portfolio Yield (nominal) vs Average loan balance per
borrower (USS)
Data for FINCA - PER in Peru

In these graphs, each dot is the data
point of a single year, showing the
progression over several years for a
single MFI
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Portfolio Yield (nominal) vs Average loan balance per
borrower (USS)
Data for EDPYME Confianza in Peru
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Portfolio Yield (nominal) vs Average loan balance per
borrower (USS)
Data for COOPAC Santo Cristo in Peru
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Portfolio Yield (nominal) vs Average loan balance per
borrower (USS)
Data for CMAC Sullana in Peru
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Portfolio Yield (nominal) vs Average loan balance per
borrower (USS)
Data for CMAC Cusco in Peru
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Portfolio Yield (nominal) vs Average loan balance per
borrower (USS)
Data for MiBanco in Peru
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Costs of Micro-Savings and Interest Paid
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Balance /Year OCR APY
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Costs of Micro-Savings and Interest Paid
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Costs of Micro-Savings and Interest Paid
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o5 Average Op Cost Total
Balance /Year OCR APY Cost
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Costs of Micro-Savings and Interest Paid
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Op Exp Ratio and Annual PercentYield
g

Costs of Micro-Savings and Interest Paid
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Costs of Micro-Savings and Interest Paid
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Costs of Micro-Savings and Interest Paid
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