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Prices in Microfinance

nat price can the poor afford to pay?

nat price do moneylenders charge?

hat price do MFIs charge?

nat price should responsible MFIs charge?

===
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Microfinance is at a significant

transition point
e 1980’s — the birth of the industry

e Microfinance started ago as an innovative experiment to

help the poor .
BusinessWeek
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Microfinance is at a significant

transition point

e 2005 to present

e Microfinance has evolved into an established, fast-
growing business

-
BusinessWeek
Register Sign In

HOME INVESTING COMPANIES TECHNOLOGY INNOVATION MANAGING SMALLBIZ B-SCHOOLS AS

But has Some Current lssue  Pastissues Cover Story Podcasts  Figures of the Week  SmallBzMagazne BW TV  Subscrbe F#
activity gotten Magazine:
too commercial? e .

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

» The Dark Side of Microfinance

= Plus: Wal-MartBanks on the Unbanked
«Plus Comp?hmo From Nonprofit to Profit

¥ by i Google and the Wisdom of

3 Clouds
e A lofty new strategy aims to putincredible
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Prices and Profits
Compartamos (Mexico)

Vear ROt

(0)

w/o Collateral 105% —— 40%
Deposit 2002 54%
With Collateral 126% 2003 53%
ElpEs 2004  49%
2005 55%

The IPO in 2007 resulted in a 2006 57%
300-to-1 return on investment 2007 54%
made in 2000, turning $6 5008 m—
Million into $2 Billion. °
2009 43%
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...the media continues to be skeptical

THE WALL STREET JOURNAL

Orgal Networt WSlcom Madet\atch BARRONS FINANCIALNEWS More »

Moaday March 1, 2

THE WALL STREET JOURNAL. | PERSONAL FINANCE Al
ARCH 1, 2090
Microfinance's Midlife Crisis

Companies that provide banking services in developing countries are aztracrmg privat
nvestment. But is the industry losing sight of its mission to alleviate poverty?

Ehe New JJork Times

World

W

Banks Making Blg Profits From Tiny Loans
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27,2012, 11:08 F

‘Yunus Was Right,” SKS Microfinance
Founder Says

By NEHA THIRANI

Petla Narasimhulu and Lakshmi weep in front of their daughter Petla Lalitha's portrait in
Godhumaguda village, Andhra Pradesh. The debt-ridden 18-year-old committed suicide by
drinking pesticide.
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“Work hard and earn

money. Do not take
loans.”

Suicide note of 18-year-old
girl




How do we set prices in order to
be financially sustainable?




Cost Components that Affect Pricing

-

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

Total Price 35%
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Are there curves for any of these
cost components?

We first study Bolivia data
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Financial Expenses/Assets vs Average Loan Balance
Bolivia, 24 MFls

9% -
8% Financial Expenses range between 2% and
% 5%, with a flat-average of 3%, not
: 5% - correlated to loan balance.
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® Financial Expenses/Assets vs Average Loan Balance  =—Power (Financial Expenses/fAssets vs Average Loan Balance)




Loan Provision fAssets vs Average Loan Balance
Bolivia, 24 MFis

7,000 8,000 5,000

Loan Provision is a consistent 1% to 2%,
not correlated to loan balance.

Average Loan Balance [US5)

= Loan Provision fAssets vs Average Loan Balance = Lag. |Laan Provision fAssets vs Average Loan Balance)




Operating Expense Ratio vs Average Loan Balance

Bolivia, 24 MFls
45% -
40% -
355 Operating Cost Ratio is by far the largest
E component, ranging from 10% to 30% and
2 30% - is highly correlated to loan balance.
$ 25% -
art

15% - .

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)




Component Loan Loan |

Financial Costs 10% 10%
Loan Loss 2% 2%
Operating Costs 50% 15%
Profit 3% 3%

Total Price < 65% 30% >
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50%

45%

40%

35%

30%

25%

20%

15%

OCR and Port Yield (nominal)

10%

5%

0%

Portfolio Yield & OER vs Average Loan Balance
Bolivia, 23 MFls
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Average Loan Balance (USS)

8,000

¢ Portfolio Yield m Operating Expense Ratio ——Power (Portfolio Yield) =——Power (Operating Expense Ratio)




Realizing that there is a cost curve

RIS

Operating Cost per

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

RIS

Operating Cost per

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

RIS

Operating Cost per S30
Loan

Loan Size S100 $250 S500
Operating Cost Ratio  30% 20% 10%
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Portfolio Yield & OER vs Average Loan Balance
Bolivia, 23 MFls
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Portfolio Yield & OER vs Average Loan Balance
Philippines, 59 MFls

oan is very

for a $1000 loan
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Many Decisions We Have Made are
Flawea

Detailed analysis of financial statements show:
- Not all micro-credit products are the same
- Microfinance industry averages are often misleading
- Really interesting things happen as loan amounts get

very small
«  “Where you are on the curve” must influence any
judgments made about performance and appropriate

prices
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Determining Real Prices

For years our analyses were doing from ratios using
financial statements, e.g., portfolio yield -> approximate
price

MFTransparency was created to

- Investigate actual prices charged

« Move the industry toward full transparency on those
prices

« Analyze and learn from those prices
\ J
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MFTransparency’s
Transparent Pricing Initiative




.

Transparent Pricing Initiative

Over the past five years MFTransparency has disclosed
the transparent prices for:

- 29 Countries

- 526 Institutions

« 1761 Products

- 48.7 Million Borrowers

Via our global program - the Transparent Pricing Initiative
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1. Country-by country basis
2.  Work in partnership with local industry actors

3. Encourage MFIs to voluntary disclosure of data
Exemplifies their consumer protection
e Gives them competitive edge
Gains visibility for MFls to funders
Awards Seal of transparency
e Contribute to development of their market

», mftransparency.org



Transparent

Pricing Initiative




Completion
of excel-
based
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\_ /

Data Collection Process

Submission

\_

of Loan
Document

W,

MFT Price
Calculation

\_ ,

MFI Review

\_

of Prices

/

\

Publication

\.

of Prices

J
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Truth In Lending Tables (TILT)

MFTransparency collects, analyzes and discloses microloan pricing data from over 5030 microfinance institutions around the world on leans going to
ower 50 million clients. Working on a country-by-country basis the pricing data is calculated using a standardied approach that enables all prices in
all countries to be anahysed without definitional inconsistencies.  All the data is published as a senes of interactive tables and graphs - known as the
Truth In Lending Tables, or “TILT", and this data will be available soon for direct download. More information about the microloan prices in each
country and institution can be acoessed by clicking the country on the Global Pricing Map or in Global Pricing Table below.

29 Zizs 520 === 1 (061 ==2= 48[ M=

TRANSPARENT PRICING INITIATIVES _
Couniry Foagion Eorrowsrs | Producds | insithdions | Porifolio (U200 Edatus
Azeczaan sl Asia 450,000 # 10 1,394, 759,000 Countries:
Soinis JE— 23,000 153 = 1,540 515,000 Select country... H
Somels an Harzagouine Surooe 33000 &= 1 207 850,000
° Camizals Soesn Emst Amia | 1200000 % 14 519.992,000 | GLOBAL PRICING HOME |
... Zolgeate Latn Ammerica | 1078000 7= = 1,7655,503,000
.
'
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The Taassawmat Friclag iattiatve in Ugsrds hes punlished stanclandized pricing daca from

23 Inshutiones, represariing an asthmened S5% of Ugands’s microdosn Domowers. Laurched

i 2011 e datttative is delivened in parnersiiln wish Planet Racing and AMFIL (Asmockation
of Microfinamos Imssiutions n Ugeria)), and s foreded oy She MasterCand Foundacion.

* Miorofinancs bn Ugands

* Truihin-Lending Leglsiation

" Ugands Price Graph

The datama? for Ugamds comprises of 57 milorolosn producss: offensd by 25 milonofinamos
sanios prosiders . A classic oo In e manke average ARR I saan, showing et

o of & snaller sire rise dramneticslly in price. Each bubibbs rapresants, T oo sk
Al price of & wnigues loan sample analyped by METransoenency. The ke of e Dubinke
represaris e e of clharts wildh koers of Thils approcimate sine, anad e oolor
rdicates e Tramsperancy index for This loan prodiect sample. The dats indicates &
syong comelation of ko producis with lower pricss: belng advertioad widh & mons
TarEnerer price.
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Transparent Pricing In Uganda

Countries:

SR DOUNTTY ... H

Uganda MFis:
Sele stk H

GLOBAL PRICING

HOME

Uganda ]
£ nstitutions: &3
& Borrowars sss a5
Products: o
Tramsn e 23

X Laands 00 Maricet Profite

Hews

Lawnch of Trarsparent Pricing

Initiativa in Ugand

M Trarsmarency and the

Asmociation of Microfirance
Institutions of Uganda Launch

Initiativa in Ugand

Resources

Uganda Cakta Lawnch Pressriation
COUntry Survey for Uganda
Tha Pricing Trarsparancy Indax

Dwarview




BOE Ugea o Canten Bk

Institution Centenary Rural Development Bank
Wiapeera House, PIot 44-46, Kampala Road
Kampala
PO B 1892
Details
Type of arganization Bank
s Tlks InstRution reguisted? Yes
‘Weirshe address R e Cemiieranyiiani oo ugy
Year establkshed 1883
Head of Insthullon Fainlan Kasl
Reglons acle Cenfral, Ezsterm, Marhem, Weslam
¥ Branches B

Loan Products = Summary

L)

| Crange Produs

L)

Otz approved: 201 3-01-24

Tiokal Porshllo (nat)

UGEX 574.875.000.000

Tokal Partillo (LISD)

USD 2N 144 2

Acihe clients win loans

133,802

Amoroolmate %o femake clients

2% - 40

Aporonimate %o ureEn clients

2% - 40

Ketwark aMil=tons

Fumdars

Home Wicro Benss Salary Small Benss
11,745 Barmowers 55,071 Banawers 49,035 BOTowers 20,000 BaTwers
LISD 16,673,843 Partilio USD 20,238,801 Portilio LSO 42,212 308 Partilio USD 1,962 Poritio
AT Product AT Product AT Product AT Product
Loan Products » Scale, Amount & Term
LOAN EIZE LOAK TERM AWD BRACE AHHUAL HOMINAL TRAHEFAREHNCY
FRODUCT HAME # EORROWERE PORTFOLID (UED) FULL AFR
RAHOE (MODHTH &) FERIDD (MDIHTH ) INTERE&T IHDEX
Home: Improwesment i - LEX 100,000 - . MOPsamaEL Dol || i
11745 ST 16673843 JE— 3-3 0 . IHE%-355% 73
. . UEX 100,000 - . 2900542 0% . _
Wikoro Busingss Loan 55071 USD 29.235501 P -4 0 R P - d64% 75
i P LEX 100,000 - . 18.95%-27 %% I
Salary Lean 4803 LISD 42 212 308 P —— 3-48 0 S 2B.5% - %% &0
- LIGX 5,100,000 - . 21.95%-24 0% . . i
Small Business Loan 2000 USD 1,952 PR -4 1 R 3E5%-FI% 63




Institution

Centenary Rural Development Bank Dtz pprovedt 2013-01-24

Wizpeara Housa, Piol 44-45, Kampats Roed
Kampala
PO Box 1892

Home Improvement Loan
Productiofd  «Prev| Neds

Product Details

Key Statistics

Methodology

Description

Cusstnding portiolio (LAGX) | UIEK 43351901721 Mgl s e - E—
Portialia (USD) | USD 16673543 Saoilldarky groun Income §07 e purpcse of fREncing home Improuement
efner l"ll'ﬂ..g"l CONSITUCTIoN and'ar rencvation.
# Bomowars 11745 Village farking
% Famale 0% - 4% Sait-halp group
3% Uran 20% - 40% Omer

Loan Purpose

Included Services

Eligibility

Ay purpase CTedR education hien ¥
Income generation oD mestings Women ¥
Morgagehmsing ¥ Coredh Isurance KAuts IR @ Business

Consumer kan Worigilace visks W=t o @ home of (End ¥
Agriculure Eusiness iraking Wauzst e @ salaried warker
Education Qmer IEking Wauzst e 5pecilc age grouD
Ofer household finance omer omer
omer omer () omer ()
ofer () Mo offier sendces

# Borrowers by Product

Portfolio Size by Product

Geographic Coverage

# Reglons for ks Instiutin
# Reglons for ks product

Reglons

Cenfiral, Eastem,
Marihem, Westem




Home Improvement Loan Samples

EAMPLE 1 BEAMPLE 2 EAMFLE 3 EAMFLE 4
LoanAmount | LWEX 3,000,000 LAZ 15,000,000 LAZ 1,500,000 LAEX 9,000,000
Loan Cycle (1,2, 3, eic) hot Ko Nk Ko hot Ko hot Ko
Disbursement Dt 2012-12-21 2012-10-02 2012-02-07 2012-05-18
Term (Monihs) 12.0 monins 24.0montns 24.0 monins .0 monins
Grace (Monts) 0.0 montes 0.0 montes 0.0 montes 0.4 montes
Tatal Cost of Credh LEH 332333 LEX 5513500 LAE 535,105 LAEX 5.120.852
APR (I} 38% 0T [T [T
APR (i o2} 3% 0%
APR (It %2 Ing) man 4%
AP (It 2 Ins b man 4%
Full APR (Int 2 Ins b deg) man 4%
Transparency ndex 5 T
Criginal Regayment Schedule =
B

MFT Pricing Calculation

0 100

100%

3%

0%

Fuil APR {intfee ins tax dep)

25%

0%

m f -{t ’ 0 10,000,000 20,000,000 30,000,000
L)
.

Loan Size (UGX)



Do we really need all of that to
know what prices we charge?




1. How do we communicate our prices?
* In an utterly confusing way!
2. How should we convert that confusion into a useful
price figure?
e  MFT’s “Full APR” figure
3. What is a appropriate means of determining the
honesty of the price communicated?
*  MFT’s Transparency Index
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hich loan would you pick:

Zero Interest | Interest and | And Savings Interest
Loan Fees Only
Loan amount; $1,000 S1,000 S1,000 $1,000

Loan term:- al
Nominal Annual Interest Rate

Full APR

10 weeks 10 weeks
2% “flat” 40% decl
1% 0%
20% 0%

333 | s42

Full Transparency = 100

Transparency 0

32 25 100
k Index J

"-...,__.mf‘fcrfanspa rency.org




Responsible Microfinance

Strategy: work together to fix
market flaws and “level the

144




Double Bottom Line —
There is a balance between business and client

Client MFI
T

Ideally, we seek a “win-win” in which both the client and the MFI benefit
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Double Bottom Line —
There is a balance between business and client

Client MFI
.

Affordable PRICE Adequate PROFIT

Ideally, we seek a “win-win” in which both the client and the MFI benefit
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Imftransparency.org

L

Double Bottom Line —
There is a balance between business and client

Client MFI
T

Affordable PRICE Adequate PROFIT

Price Costs

Ideally, we seek a “win-win” in which both the client and the MFI benefit




Imftransparency.org
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Double Bottom Line —
There is a balance between business and client

Client MFI
T

Affordable PRICE Adequate PROFIT
- Price C;)SQ

Ideally, we seek a “win-win” in which both the cheit and the MFI benef:




What prices do we see in your
countries?




Full APR compared to Loan Amount (natl)
Country: Uganda, Date: 15-Jun-2013

@Al Products (268) ® ot wsed (0) ® not used (0) ®not used (0) @ not used (0) @ not wsed (0)
1608 -
1408 -
120%
100%
&
< 0% *
= [ ]
[T . " M
60% ® )
o e .
A% : L] ] I_- .
' e @ 0 Y
20%
U}E I ] 1 I I I I 1
0 2,000,000 4,000,000 6,000,000 8,000,000 10,000,000 12,000,000 14,000,000 16,000,000

Loan Amount (natl)




¥-5AVE

Institution Status of Information Total Clients Total Portfolio Loan Products
Institution Age Deta Refreshed | MNumber  Rank Amt (USD)  Rank # #Low
(mon) Active Vol

Country Totals 444,543 $375,695,126 78 9

1 APAS R | 20 s128000 21| 2 0
7  BRAC-UGA B i ¥ 2 418,750,057 4 3 0
3 Centenary Bank [l 5 ¥ 1 227712871 1 4 0
4 EBOSACCO B ¥ 15 $1,240382 12 | 2 0
5 Equity Bank s ¥ 8 457,252,004 2 0 0
6 FINCA-UGA | BT ¥ 3 419,056,121 3 | 4 0
7 Five Talents | aE ¥ 5365 12 $368,057 16 | 2 0
8 Gatshy i ¥ 1,346 16 42440236 10 | 2 0
8 HabitatUganda B | ¢ ¥ 858 18 S265508 19 | 1 0
10 Hofokam B v || 209008 & 44745743 7 | & 0
11 KACITA B s ¥ 156 23 460,318 23 | 1 0
12 Madfasacco B |8 ¥ 4,832 13 s288674 17| 5 3
13 VF Uganda | §: ¥ 13,072 7 $3,221675 9 5 1
14 Opportunity | WE: ¥ 23734 4 $13560,846 6 | 13 4
15 RUCREF Dy | 11 sgos380 13 | 4 0
16 Rusheresacco B 19 ¥ 983 17 §574,549 15 | 2 1
17 SAD B - ¥ 204 22 s62,768 22 | 1 0
18 Silver Upholders B0 11 ¥ 2111 14 $189,189 20 | 4 0
19 THPU | AR ¥ 6528 10 $676,381 14 | 1 0
20 UGAFODE | A, ¥ B157 9 §4,720,446 8 g 0
21 Finance Trust .:| g ¥ $17,520,424 5 0
22 Wakiso B - ¥ 1 0
7 ¥ 1 0




Full APR compared to Loan Term
Country: Uganda, Date: 15-Jun-2013

®1:<=dm (4] ®Z>Jand<=Bm (70) ®3>Eand<=12m(70) ®4>12and<=18m (7] @518 and ==24m (6] @ &:=24m (11]

160% -
140%
120% -
100% - .
[
a L
= 80% -
i (57
B0% -
i
- & 9
0% -
0% T T T T T
1] 1 2 3 4 5 5]




Analyzing Prices relative to Loan
Amount and Loan Term

<b months 6-9 months 9-12months 12-1B months >18 months All terms
<5200 B7% B2% . : Emm
5201-5400 74% B6% 44%, 54% T8% B
$401-$1,0000  76% B6B% 66% 60% 39% 6% -
$1,001-52,0000  78% 72% 56% 48% 46% 59% LT oy
$2,001-55,000  60% 52% 505 44% 35% 55% I —
=55,000 31% . 52% 34% 34% 40% - e -
All amounts B8% B1% A48% 40% 68% e
A00n. nindn (sBNEEn| sBunsl Bunes/li0NN
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Analyzing Prices relative to Loan
Amount and Loan Term

<6 months B-0 months 9-12 months 12-18 months

<$200 .
$201-5400 74% 66% 44%

$401-$1,0000  76% | 8% |  &6% 60%
41,001-$2,0000  78% | ?1'!6 56% 48%

52,001-55,000 EI'.IH 50% 44%
»45,000 31% . 52% 34%
All amounts B8% B1% 48%
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Full APR compared to Purpose
Country: Uganda, Date: 15-Jun-2013

® 1:Business [Ed) ®2:Housing (B} ® 3:Cansurmer (0] ®4:Educatian [8) @5:any Purpase (24) @ 6Mult Purpose [44)
160% -

140% -

120% A

5

3
|
g .




Appendix: Data Sources

Client Distribution by Loan Amount | Nat'l Curre
1001 5000 7,501 10,001  More than| Price by Client Distribution
Loan
Arnt (USD)  # 5000 7500 10000 13000 13000 | prmount | InstDist | auntry bist
Country Total 5263 tlients . na1 | 12307 | 17448 | 4665 | a0
Products 110 [ Avg Price | 120% 1045 121% 106% 123% 67% 4% I I II
¥sampies 1w 7 119 2 21 1 1 . __
1 AGFS 5211 22 | clients 225
Products 2 | AwgPrice |  256% 214% 275% 271% 287% . III
Wzamples 3 3 ] 1 1 a ]
2 Ahantaman RE 5415 29 | clients ll 23,850 4,265 10,854 3,035 3,035 2,475 187 I
Products 4 | AwgPrice TN 71% a3% .
¥zamples 3 3 z o 0 o u | T T
1 ASPI 5105 g8 | Clients 845 362 415 10 15 5
Products 6 | AvgPrice |  168% 174% 169% 153% . . . I I
Faamples E 4 a F [0} i 1] —
4 ASA Initiative 5127 10 | clients I 4,535 ﬁy i |E-: ﬁd ﬁgﬁ i 159
Products 4 | AvgPrice B1% E9% 6% 6% BE% 6% . I
Faamples 12 4 & 1 2 1 i I III
S Aacnae | 2% 2 [clens [WLEs (MR N
Products 2 | Avg Price B1% B TE% . . . . I I
Framplas & 3 3 1] [} L} 1] L ] | o_ o_
& APED 5135 13 | Clients || 13,774 | 12397 1377
Products 2 [ AwgPrice |  109% TT% 118% 124% 130% . . “
Wxamples E 3 ] 2 1 a ] I | | -_




Client Distribution by Loan Amount {Nat'| Currency)

Less Than 1,001 5 001 7501 10,001 More than| Frice by Client Distribution
Laan
1,000 5000 7,500 10000 13000 13000 | prount | InstDist  |Country bist
o7 Deaoss | 12307 | 17,498 | 4665 | 4008
2045 121% 106% 123% 67% 4% I I II
irr 1149 o 44 4 1% l_—__
7145 2755 271% W7% . . IIII
L [ 1 1 1] 1]
4265 10854 3,095 3035 2 475 187 I
T1% 83%, . . . .
) 3 0 o a i II I il |_ .
362 415 10 15 g
174% 165% 163% I I
4 ] . (] ia ] —
74 4 476 159 III I I
B9 6%, 6% BE%, 86%,
4 F 1 2 1 i I I II [ |
B | i
B4%, TEY I I
E! 3 1] (K] ia 1] — —_
12,397 1,377
7T 118% 124% 130% . I“
1 [ s 1 i 1] I [ | -, _




Amount as % of GNI per Capita
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Full APR compared to Loan Amount ({GNI)

Country: Ghana, Date: 16-Jun-2013

®4l Produwcts {341} ® not wsed (0) ®not used (0] & nat used {0) @ not wsed (0] @ nat used (0}
250% 4 . .
. E -
-
v
' "
oo i = -
B * ; l. v s e
m 1 | 1 1 1
Q 1 2 3 4 5

Loan Amount (GNI)




Full APR compared to Loan Amount {GNI)
Country: Malawi, Date: 16-Jun-2013

®All Products {108} @ not wsed (1) W not used (0] ® nat used {0} @ not used [0) @ nat used (0}
250% -
- L )
200% -
[ 7 . =
g 7 L]
= oo - ’ . ' s @ . )
a .
~3 7 ; . :
0% | . 0 )
'I L I . '
m 1 | 1 1 1
0 1 2 3 4 5

Loan Amount (GNI)




Full APR compared to Loan Amount (GNI)
Country: Mozambigue, Date: 16-Jun-2013
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Full APR compared to Loan Amount (GNI)
Country: Rwanda, Date: 16-Jun-2013
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Full APR compared to Loan Amount (GNI)
Country: Tanzania, Date: 16-Jun-2013
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Full APR compared to Loan Amount (GNI)
Country: Uganda, Date: 16-Jun-2013
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Full APR compared to Loan Amount (GNI)
Country: Zambia, Date: 16-Jun-2013
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HOFOKAM LTD. 02/10/2012

S
qu Kasese 17:49:48

\ Loan Repayment Schedule
Loan Product: 101543 - COMMERCIAL LOANS Loan period in months: 12.00

No. of Installments: 12 (Monthly)
Annual Int. Rate (%): 33.60000%

Loan Officer: | R

Disbursement Amount: 6,000,000 Grace Period: 0 (Monthly)

Disbursement Date: 05/09/2012

Ref. No.: GGG Loan Fund: General
Due Date  TrxType Principal Due Interest Due Total Due Principal Balance Interest Total Balance

Balance
05/09/2012  Loan Disbursement 6,000,000 2,016,000 8,016,000 0 0 0
05/10/2012 Repayment Due 500,000 168,000 668,000 5,500,000 1,848,000 7,348,000
05/11/2012 Repayment Due 500,000 168,000 668,000 5,000,000 1,680,000 6,680,000
05/12/2012  Repayment Due 500,000 168,000 668,000 4,500,000 1,512,000 6,012,000
05/01/2013  Repayment Due 500,000 168,000 668,000 4,000,000 1,344,000 5,344,000
05/02/2013 Repayment Due 500,000 168,000 668,000 3,500,000 1,176,000 4,676,000
05/03/2013 Repayment Due 500,000 168,000 668,000 3,000,000 1,008,000 4,008,000
05/04/2013  Repayment Due 500,000 168,000 668,000 2,500,000 840,000 3,340,000
05/05/2013  Repayment Due 500,000 168,000 668,000 2,000,000 672,000 2,672,000
05/06/2013  Repayment Due 500,000 168,000 668,000 1,500,000 504,000 2,004,000
05/07/2013  Repayment Due 500,000 168,000 668,000 1,000,000 336,000 1,336,000
05/08/2013  Repayment Due 500,000 168,000 668,000 500,000 168,000 668,000
05/09/2013  Repayment Due 500,000 168,000 668,000 0 0 0
Mortgage/Machinery:

1. Toyota premio UAR 2022 (Value: 10,000,000)




MFT Price Calcu

MicroFinance Transparency Pricing Calculatio
Institution: Hofokam Ltd Country: Uganda Full Price: 61.

Product 2: Individual Loan Transparency Index: 49,100
Sample 4 of 5, variation 1of 1 FileName: UG-010-vD2-Hofokam-PRe-PriceCale-54-1-20120724.PDF Date af Analysis: 2013-01-25

Loan Amt:  6,000,000.00 Pricing Info Quoted info Total Pd Incr MEPR APR EIR

Ao Balance: 3,242 466 Interest 30.00% annual, Flat 2,016,000.00 56.03% A4.67% 56.03% T500%

Disly Date: 5-Sep-12 Fees 2.00% upfront 120,000.00 4.11% 5.01% B60.13% H237%

Term [Months): 120 Insurance 40,000 upfront 40,000.00 139% 5.13% BL.53% B4.93%

Grace [Months): 1.0 Taxes Mane 0.00 0u00% 5.13% BLE3% B4.92%

Deposit Mone 0.00% 5.13% B1.53% BA92%

Transp INDEX: 49 Total Cost 2,175,000.00 5.13% | 61.53% | B4.92%
Loan Amount & Balance Total Cost of Loan Compulsory Depaosit
Par Date Dishurse Pringiple Balance Interest Foes Insurance Taxes Depasit Interest  Withdraw  Balance
Transparent Price (nominal APR) 60.13% 61.53% 61.53% 61.53%
Totals 6,000,000 £,000,000 2,015,000 40,000.00 0.00 0.00 0.00

0 | 5Sep-12 | 6,000,000.00 = £.000.000.00 = rwf,000.00 - - p— -
1 5-Oct-12 - 500,000.00 | 5,500,000.00 168,000.00 - - = - -
2 5-Now-12 - 500,000.00 | 5,000,000.00 158, 000,00 - - - - - -
3 5-Dec-12 - 500,000.00 | 4,500,000.00 168,000.00 - - - - - -
4 5-lan-13 - 500,000.00 | 4.000,000.00 168, 000,00 - - - - - -
5 5-Feh-13 - 500,000.00 | 3,500,000.00 168,000.00 - - - - - -
B 5-Mar-13 - 500,000.00 | 3.000.000.00 168, 000,00 - - - - - -
7 5-Apr-13 - 500,000.00 | 2,500,000.00 158, 00000 - - - - - -
E | S-May-13 - 500,000.00 | 2,000,000.00 158, 000,00 - - - - - -
9 5-Jun-13 - 500,000.00 | 1,500,000.00 168,000.00 - - - - - -
10 5-Jul-13 - 500,000.00 | 1,000,000.00 168,000.00 - - - - - -
11 | S-Aug-13 - 500,000.00 500,000.00 158, 000,00 - - - - - -
13 | 5-%ep-13 - 500,000.00 0.00 158,000.00 - - - - - -
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ection of MFT Price Calcul

Full Price: 61.53%
Transparency Index: 49/100
-PriceCale-54-1-201207 24 PDF Date of Analysis: 2013-01-25
Pricing Info Quoted info Total Pd Incr MPR APR EIR
Interast 30u00% annual, Flat 2,006, 000,00 56.03% 14.67% 56.03% T5040%
Fees 2.00% upfront 120,000.00 4.11% 5.01% B0.13% B2.37%
Insurance 40,000 upfront 40,000,000 1.39% 5.13% B1.53% Ha 492%
Taxes Mone .00 DD 5.13% B1.53% Ha 8929%
Deposit Mona LR s 5.13% B1.53% Ha 492%
Total Cost 2,176,000.00 5.13% 01.53% | 84.92%
Total Cost of Loan Compulsory Deposit
Interest Fees Insurance Taxes Deposit Interest  Withdraw  Balance
R) 56.03% 60.13% 61.53% 61.53% 61.53%
I | ' T 11 I 000 [ 0.00 [ 0.00 I

.. mftransparency.org
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Transparency at Three Levels

- Each Sample
* Nominal Interest Rate / Full APR x 100
e 36%/72%x 100 =50
- Each Product
 Average of the samples
e Avg(50,45,42,53) = 48
« |nstitution

* Weighted average of the Product Tl’s
e (48 x 35% of clients) + 55 x 65% of clients = 53

% mftransparency.org




Relative Incentive to Hide Prices

Quoted Interest Rate 20%
Full APR 22%
Transparency Index 90

% mftransparency.org




Relative Incentive to Hide Prices

Quoted Interest Rate 20%
Full APR 50% 22%
Transparency Index 90

* mftransparency.org




Relative Incentive to Hide Prices

Quoted Interest Rate 30% 20%
Full APR 50% 22%
Transparency Index 60 90

* mftransparency.org




Relative Incentive to Hide Prices

Quoted Interest Rate 30% 20%
Full APR 100% 50% 22%
Transparency Index 60 90

* mftransparency.org




Relative Incentive to Hide Prices

Quoted Interest Rate  35% 30% 20%
Full APR 100% 50% 22%
Transparency Index 35 60 90

* mftransparency.org




Nominal Int. Rate compared to Loan Amount (natl)
Country: Uganda, Date: 15-Jun-2013
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Full APR compared to Loan Amount (natl)
Country: Uganda, Date: 15-Jun-2013
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Full APR compared to Transparency Index
Country: Ghana, Date: 16-Jun-2013
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Full APR compared to Transparency Index
Country: Malawi, Date: 16-Jun-2013
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Full APR compared to Transparency Index
Country: Mozambigue, Date: 16-Jun-2013
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Full APR compared to Transparency Index
Country: Rwanda, Date: 16-Jun-2013
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Full APR compared to Transparency Index
Country: Tanzania, Date: 16-Jun-2013
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Full APR compared to Transparency Index
Country: Uganda, Date: 16-Jun-2013
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Full APR compared to Transparency Index
Country: Zambia, Date: 16-Jun-2013
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transparency

Promoting Transparent Pricing
in the Microfinance Industry

MicroFinance Transparency is an NGO registered in the USA




