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Introduction

Welcome - Karibu C@p

Esther Nkambwe International

Co-operative
Alliance
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Introduction

Presentation of participants. Who’s who?

 Name
Institution
Function
Experience
Expectations
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Objectives of the workshop

« The aim of this training is to get to know
Microfact tool, that is on one hand used by one
of the CEDP-partners and, on the other hand, to
assess the usefulness of this tool for your own
cooperative development work.

« Additionally, participants will get a better insight
In the financial and social evaluation of the
microfinance institutions/ Saccos and how to
compare their performance with the market.
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WORKSHOP TIMETABLE —-MOSHI

26/11/2018

Agenda - 1 day KPIs workshop

TIME
08:30 to 10:30

10:30 to 11:00
11:00 to 13:00

13:00 to 14:00
14:00 to 16:30

16:30 to 17:00

TOPIC

Introduction of the day

Introduction to Microfact Fact sheets
MFI fact sheet details

Introduction to microfact sheet compiler
Outputs from the compiler

Performance Analysis
Break

Introduction to financial and social performance
Introduction to Ratios

Performance Analysis using key ratios
Lunch
Financial and Social Performance analysis using

different ratios

Conclusions
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Introduction - indicators

Funding structure

[ Savings

OBorrowings -_\ /O

D Equity
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How to use the MFI Factsheet tool in a
day-to-day management and in the
communication with different stakeholders
of the microfinance sector. different
stakeholders which are using MFI
Factsheet (Networks (like TAMFI,
CamCecul, Redcamif, networks in South-
East Asia), Investors (LMDF, Incofin,
Alterfin, BRS, Cordaid, Icco-Terrafina,
Grameen Credit Agricole), NGO'’s (Trias,
SOS-Faim, BRS, ADA, ICCO, Stars
project) and many more

| also made publicity of our KPlIs training
for Microinsurance.
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A01
A02

A03

A04
A0S
AO6
A07
A8

A09

A0
All
A12
A13
Al4
AlS
Al6

AL7
Alg
A19
A20
A2l
A22
A23
A2

A2
A26

NOM DE L'ORGANISATIONYIZRY

VEUILLEZ REMPLIR TOUTES LES CELLULE
JAUNE!

Tableau A: Bilan en fin d'exercice

ACTIFS CIRCULANTS
Espéces en caisse

Dépbts non productifs d'intéréts et

comptes de liquidation

Dépots productifs d'intéréts et
investissements < 1an
Charges constatées d'avance
Effets a recevoir

Intéréts a recevoir

Autres actifs circulants

PORTEFEUILLE DE PRETS NET

Portefeuille de préts brut (solde créditeur) 28 928 882,06 46 736 712,00 78 071 854,65

(Réserves pour pertes sur préts)
CREANCES A PLUS D'UN AN
Investissements > 1 an
Immeubles et matériel nets
Autres créances a plus d'un an

OTAL ACTIF

RAPPORT EN

Année Année Année Année
2003 2004 2005 2006
10039 470,81 8852 854,49 19 526 894,74 41 066 947,63

748 622,72  583016,00 663 165,35 1507 342,34

2402963,84 164846520 339161,56 158363275

45019,00 111588,00 3409 420,00 34 497 623,08
0,00
0,00
53042,92  45014,29 113203,23 3348 908,15
6789822,33 6464 771,00 15001944,60 129 441,31
27743 416,27 44 176 969,00 74 571 448,93 1;;;23
120 661
678,58

-1185 465,79 -2559 743,00 -3 500 405,72 -4752701,49
2144 633,95 2736649,00 4153765,61 14396 195,87
12931,23 12 255,00 32695,37 80 347,57
1443 236,85 1959998,00 2868715,98 11658 166,52
688 465,87 764 396,00 1252354,26 2657 681,78

39927 55 766 98 25! 171 372]
,03 472,49 8 120,59

DETTES N N I B

DETTES A UN AN AU PLUS
Dépots a vue
Dépbts a terme a un an au plus
Fonds empruntés a un an au plus
Intéréts a payer
Autres dettes a un an au plus

DETTES A PLUS D'UN AN
Dépots a terme a plus d'un an

Fonds empruntés a plus d'un an
Comptes de quasi-capital

10 097 158,86 13 114 537,00 23 059 965,82 38 660 392,38

0,00 0,00 0,00 443 161,56

0,00 0,00 0,00 1574344

8897 700,57 11 787 150,00 20 438 715,44 36 254 024,28
0,00 0,00 0,00

1199458,29 1327387,00 2621250,38 1947463,10

22562 011,38 32 778 393,00 58 330 001,94 12:;251‘
0,00 0,00 0,00

108 127

22517 792,50 32 677 146,00 58 294 247,74 655,91

0,00 0,00 0,00

NOM DE L'ORGANISATION (IZR

dicators - MFl Factsheet

RAPPORT EN 001 PEN
Taille du portefeuille MFIFactsheet | | Montant moyen des préts décaissés MFIFactsheet
001 PEN
160000 000 41641 - 45000 4000 3677
140000 000 40000 3500 3408
120000 000 35000 3000 2777 - 2790
100000 000 30000 2500
25000
80 000 000 2000
20000
60 000 000 15000 1500
40000 000 10000 1000
20000 000 5000 500
-4 ¢ ¢ ¢ ¢ to 0+
2003 2004 2005 2006 2007-6 2003 2004 2005 2006 2007-6
= portefeuille Brut —+—Nombre d'emprunteurs
| de la qualité du portefeuille MFIFactsheet || PAR30 et couverture du risque MFI Factsheet
001 PEN
160 000 000 9,0% 12,0% 140%
8,0%
140000 000 o 10,0% 120%
120000 000 Co% 8.0% 2,2% 100%
100 000 000 § (s
80000 000 5,0% 6,0% 80%
20% 0% 1 1,6% 1,4% 0%
60 000 000 3,0% 4,0% 40%
40000 000
2,0% 2.0%
20000 000 1.0% g 20%
0+ +0,0% 0,0% 0%
2003 2004 2005 2006 2007-6 2003 2004 2005 2006 2007-6
I Portefeuile Brut ——PAR30 - AR io d'abandon de créances o de couverture du risque (PAR30)
Autosuffisance operationnelle MFIFactsheet | | Productivité du personnel MFIFactsheet
126,9%

121,2%
117,9%

110,1%

2003 2004 2005 2006 2007-6

260

2003 2004 2005 2006 2007-6

® Nombre d'emprunts par gestionnaire de crédits T3 Nombre d'emprunts par employé
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www.brs.coop

Belgische Raiffeisen Stichting (BRS °1992)
Belgian Raiffeisen Foundation

BRS: what it does?

>

A}JijIqeule}sns jeuoijn}ijsul pue jeioueul 4

Offers coaching, training, financial and
technical assistance

Microfinance and microinsurance projects
With a cooperative spirit

In order to reach sustainability

In Africa and Latin America




‘ﬁ Wv.vw.brs.co:)
Overview of the projects worldwide
Consultancy and training of BRS in 2016: 702 days

Latin America © Africa . KBC Experts
3 countries: 7 countries: l 26 experts

 Honduras . Uganda 394 days

I‘“'-
 EI Salvador « Ruanda RS coaches -

e Peru | * Burkina Faso 13 coaches

* Ghana 233 days
e RD Congo A e - .
BRS team
S permanent
* Togo 75 days

« Cameroon




MFI performance indicators categories

Loan portfolio quality
Efficiency and productivity

Financial management
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Presentation of participants - Gross loan portfolio

100,000,000
90,000,000
80,000,000
70,000,000
60,000,000
50,000,000
40,000,000
30,000,000
20,000,000
10,000,000

0

Gross Loan Portfolio (principal outstanding) in USD - 12-2016
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[1Gross Loan Portfolio (principal outstanding) in USD e 2015 - Banks WORLD
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Presentation of participants - Average loan size

Average outstanding loan in USD - 12-2016

10,000.00

9,000.00

8,000.00

7,000.00

6,000.00

5,000.00

4,000.00

3,000.00

>
r—'-
=
o
Q
c
0
.
o
S5

2,000.00 — _—

1,000.00 — _—

0.00

[—JAverage outstanding loanin USD @015 - Banks WORLD
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STRENGTHENING MICROFINANCE AND MICROINSURANCE

Workshop on
PERFORMANCE EVALUATION OF MFls

“LET YOUR FIGURES TALK”

PORTFOLIO QUALITY



MFI performance indicators categories

Loan portfolio quality
Efficiency and productivity
Financial management

Profitability and sustainability
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Portfolio quality is essential!!

Loan portfolio:
v"Main asset
v"Main source of revenue
v Main source of risks

This is especially true in microfinance since:
v No real collateral
v"Vulnerable clients who face great number of risks
v Portfolio quality may deteriorate or improve very quickly
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Portfolio quality: gross loan portfolio

Healthy portfolio

1 to 90 days
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> 365 days + renegotiated
portfolio
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Portfolio at Risk: how to calculate it?

Outstanding balance of arrears over « n » days +
PAR, = Total gross outstanding renegotiated portfolio

Total outstanding gross loan portfolio

Specify number of days
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Specify end of calculation period

Neglecting renegotiated loan = underestimate risk widely
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Calculation of the PAR

What is your institution’s PAR307
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Exercise on the calculation of portfolio at risk

Today
28th day of the month
Realized payments Payments to come
) hY)
Client 1 X X X o
—~
-
Client 2 X 0 %
o
Client 3 X (o] o '8
=
Client 4 X X é‘,.
v
U
>
Legend 20
X = on time payments Calculate:
O = payment in arrears PAR 1=
4 clients in the loan portfolio PAR 30 =

Each box = 10 € and 1 month

Source : CGAP

microfact
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Exercise on the calculation of portfolio at risk

Today
28th day of the month
Realized payments Payments to come

-

Client 1 X X PR S I — =
H
-

. o
Client 2 X =
o

Client 3 ‘ X 'g
=

Client 4 X SIS [ A — g
v
Outstanding gross X
v

Legend. loan portfolio?
X = on time payments

O = payment in arrears
4 clients in the loan portfolio .
Each box = 10 € and 1 month PAR1= /150= %

PAR 30 = /150= %
Source : CGAP

microfact
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Calculate:




Exercise on the calculation of portfolio at risk

Today
28th day of the month
Realized payments Payments to come

Client 1 x X S S I — 3
=

ﬂ

-

Client 2 X (@)
6!.

Client 3 X 0
C

=

Client 4 X S N N I — =
<

v

-

>

v

Legend Calculate:

X = on time payments

O = payment in arrears

4 clients in the loan portfolio
Each box = 10 € and 1 month

PAR1= 5 /150

Source : CGAP
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Exercise on the calculation of portfolio at risk

Today
28th day of the month

Realized payments Payments to come

et : 1 i
o
C

© Clienta X X 2
<
v
>
v

Legend Calculate: ?

X = on time payments PAR 1 = m /150

O = payment in arrears
4 clients in the loan portfolio
Each box = 10 € and 1 month

PAR 30 =

Source : CGAP
microfact
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Exercise on the calculation of portfolio at risk

Today
28th day of the month

Realized payments Payments to come
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Legend Calculate:

X = on time payments _ _ oo
O = payment in arrears PAR1="80/150 = 53%
4 clients in the loan portfolio

Each box = 10 € and 1 month PAR30 = ?
Source : CGAP

microfact
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Exercise on the calculation of portfolio at risk

Today
28th day of the month
Realized payments Payments to come
© Client1 x X X -
o)
=
ﬂ
© Client2 X 0 =4
o
 Clients [« T o T o JT 1] =
0
C
 Clienta X x 5
H
<
v
-
>
v

Legend
X = on time payments
O = payment in arrears

4 clients in the loan porth”O PAR 30 = 30/150 = 20%
Each box = 10 € and 1 month

PAR1 = 53%

Source : CGAP
microfact
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Risk profile of an MFI with a similar PAR1

A B

S

1% gt

o

6% PAR 1- 30 2% WG

0

C

S

0 —~

PAR 31- 60 4% ‘j

M

4% 5
PAR 61- 90

2% %

2% PAR + 90d
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PAR30 - Participants’ data

18%

16%

14%

12%

10%

8%

6%

4%

2%

0%

Defaulting loan portfolio (PAR30) - 12-2016
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[1Defaulting loan portfolio (PAR30) e 2(015 - Banks WORLD
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Main indicators for portfolio quality

Portfolio at Risk n days (PAR,))
What part of my portfolio is at risk / contaminated by arrears?

Risk coverage ratio

What part of my portfolio at risk is covered?
How to protect myself against losses?

Provision expense ratio
How much does this protection cost?

Write-off ratio
Which part of my portfolio has been lost?
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Risk coverage ratio: how to calculate it?

_ _ Loan loss reserves
Risk coverage ratio =

(Outstanding balance on arrears
over N days + renegotiated loans)

Loan loss reserves = ?

Why should one include renegotiated loans?
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Provision expense ratio: how to calculate it?

Provision expense ratio = (net) Loan loss provision expense

Average gross portfolio

Do not confuse loan loss provision expense (income statement) with
the risk coverage ratio (balance sheet).
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Write-off ratio: how to calculate it?

Write-off ratio = Amounts written-off for the period

Total outstanding gross loan portfolio

A write-off is an accounting procedure which writes-off the loan amount
to be reimbursed from the outstanding gross loan portfolio AND the
loan loss reserves for bad loans

Thus the write-off will not affect the net outstanding loan portfolio, total
assets or any capital account.
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Workshop on

PERFORMANCE EVALUATION OF MFls

“LET YOUR FIGURES TALK”

EFFICIENCY AND PRODUCTIVITY



Efficiency and productivity

Operating expense ratio

How much do my credit operations cost me?
How efficient am 17

Cost per borrower
How much does it cost me to have one more borrower?

Productivity of staff
How many clients is each staff member handling?

Productivity of loan officers
How many borrowers is each loan officer handling?
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Operating expense ratio: how to calculate it?

Operating expenses

Operating expense ratio =
Average gross loan portfolio

Operating expenses = all expenses related to the operations of the MFI

The denominator can be replaced by average total assets in case of
the MFIs collecting savings
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Cost per borrower: how to calculate it?

Operating expenses

Cost per borrower = _
Average number of active borrowers

Operating expenses: same figure (item) as the operating expense
ratio

Active borrower: borrower individually recognisable, who has at least
one outstanding loan

MFIs may choose to substitute the number of active loans as the
denominator to see cost per active outstanding loan.
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Staff productivity: how to calculate it?

Productivity _ Number of active borrowers
of staff

Number of staff members

Number of active borrowers is defined as as individually
identifiable borrowers who have at least one outstanding loan at
the institution

Total number of staff is defined as the total number of people that
work full time in a MFI (includes contract staff like consultants, as
long as they work full time).
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Productivity of loan officers: how to calculate it?

Productivity of Number of active borrowers
loan officer

Number of loan officers

Number of active borrowers is defined as an individually
identifiable borrowers who have at least one outstanding loan at
the institution

Loan officers are defined as the total number of people who's
activity is directly linked to the management of part of the
outstanding loan portfolio.
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Productivity of loan officers: what does it mean?

The higher the ratio, the better the
productivity of the loan officers

This ratio has the tendency to be higher for
MFIs active in the rural areas

The increase in the rotation of credit
agents has a positive influence on this
productivity indicator
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Workshop on
PERFORMANCE EVALUATION OF MFls

“LET YOUR FIGURES TALK”

FINANCIAL MANAGEMENT



Financial management indicators

Funding expense ratio
How much does the funding of my portfolio cost?

Cost of funds
How much do | pay on average on my funding resources?

Debt/equity ratio
What is my borrowing capacity?

Portfolio to assets
What part of my assets is dedicated to the most generating-income
asset?
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Funding expense ratio: how to calculate it?

Funding expense ratio = Interest and fee expenses

Average gross loan portfolio

Interest and fee expenses on funding liabilities take into account all
interests, fees and commissions linked to funding liabilities (deposits
and external borrowings).

1
=
o
=
0.
=
3
o
=
o
v
1)
3
()
>
ﬂ
v
-
c
S
=
5
G
L)
Pa
S
)
>
(%
¢
)
0
=i
@)

microfact

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN



Cost of funds ratio: how to calculate it?

Interest and fee expenses

Cost of funds ratio =
Average funding liabilities

Interest and fee expenses on funding liabilities engage all interests, fees
and commissions linked to funding debts

Denominator engages all the MFI financial resources, including
deposits, commercial funding, subsidized funding and quasi-capital.
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Debt / equity ratio: how to calculate it?

Total liabilities

Debt / equity ratio =
Total equity

Total liabilities engage all the MFI due payments including deposits,
borrowings, payable accounts and all others liability accounts

Total equity corresponds to total assets minus total liabilities (due
amounts).
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Portfolio to assets: how to calculate it?

Portfolio to assets = Gross loan portfolio

Total assets

Shows how the MFI allocates its assets to its core business and in
most cases, its most profitable activity, namely the provision of loans.
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Workshop on
PERFORMANCE EVALUATION OF MFls

“LET YOUR FIGURES TALK”

PROFITABILITY AND
SUSTAINABILITY



Return on assets (ROA)
What is my assets capacity of generating profit to grow?

Portfolio yield
How much do | actually earn from my clients?

Operational self-sufficiency (OSS)
What is my operational sustainability? Does my income cover my
operational expenses?

icrofact



Return on equity (ROE): calculation

Net income after taxes and before donations
ROE =

Average equity

Note: possibility of adjusting the ratio to take into account the effects of
inflation, subsidies, in-kind donations, efc.
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ROA: return on assets

Net income after taxes and before donations
ROA =

Average assets

Note: possibility of adjusting the ratio to take into account the effects
of inflation, subsidies, in-kind donations, etc.
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Portfolio yield: how to calculate it?

Portfolio yield = Financial revenue received
Average gross loan portfolio

Note: (cash) financial revenue = interest and fee income from loan
portfolio except interest receivables.
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Profitability and sustainability -> social performance

How to calculate the (approximate) effective
interest rate?

EIR = Portfolio yield (PY) + adjustment for write-offs
(WO*PY) + adjustment for PAR30 (PAR30*PY)

The effective interest rate as calculated in the MFI Factsheet is an
estimate based on the portfolio yield with the addition of an
adjustment of PAR30 and the write-off rate.
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0SS: how to calculate it?

Operating revenue

Financial expenses + loan loss provision
expenses + operating expenses

OSS =

Note: as for other performance measures, income and expenses
related to the main activity of the MFEI, expenses and non-operating
income and grants are not taken into account.

-
X
@)
=
ﬂ
Y
=3
;.

<
oY
>
a
(%)
C
(%)
H
=
S
Y
S.
;.

<
v
@)
o
N

STRENGTHENING MICROFINANCE AND MICROINSURANCE



microfact

Workshop on
PERFORMANCE EVALUATION OF MFls

“LET YOUR FIGURES TALK”

SOCIAL PERFORMANCE



Universal Standards for Social Performance

Management (USSPM)

DEFINE
AND MONITOR
SOCIAL GOALS

COMMITMENT 19
UNIVERSAL Bt

STANDARDS
FOR SOCIAL
PERFORMANCE
MANAGEMENT DESIGN PRODUCTS,

TREAT SERVICES, DELIVERY
S MODELS AND CHANNELS
) )Y S
A LOVEES THAT MeET CLIENTS

RESPONSIBLY NeeDS AND
PREFERENCES

nicrofact

THENING MICROFINANCE AND MICROINSURANCI

>
H
]
o
Q
c
9
.
o
>
|
1%
o
o)
=
.
9
B
q\
o
i
=
jo))
>
N
9




STAR case study - group work

STAR

5th annual meeting
Your future, our concern
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MFI Factsheets Compiler

Tool to import, store and organise MFI Factsheets in order to generate
financial reports in a practical way.

These reports include standard financial and social ratios, graphs and
statistics allowing to assess and compare the financial and social
performance of MFls.

@ X S 10 pErIODS
B ﬂtﬁ REPORT
MFI Factsheet 1 /
L X % FERTODS
- — ﬁ REPORT
MFI Factsheet 2 IMPORT EXPORT
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REPORT

MFI Factsheet 3
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MFI Factsheets Compiler

( N[ N\ 7

20|
BRS.MFI Factshests Compiler
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Upload the MF] 2. Inthe MFI Factsheets

Factsheets (Excel) in Compiler assign
the MFI Factsheets organizations to

Compiler (central groups, apply

database) exchange rates, MeFrilzaf?rrl p Cser;?::gc
change data,... P ’ P
y y currency, ...

3. Generates reports in
Excel for one MFI or a
consolidated group of
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Microvision

Ho o-38- 2017-09-21 Microvision v15.7.9 sent to BRS - Exce
HOME NewTab  INSERT  PAGE LAYOUT = FORMULAS DATA  REVIEW  VIEW  DEVELOPER  ACROBAT
== X Cut . | = — [m==s) o o = |3 Autosum - A
™ © AN == % EP Wrap Text i €m =X [y Y H
I By copy . ® B B E Fill -
Paste B I U H- A === & Delete Format Sort & Find &
 Format Painter u-ies Go6 L x] . Clear™ Fiter~ select
Clipboard B Font Cells Editing
IMICROVISION - DATA IMPORT from MFI FACTSHEET
D2 - fe
| CHECKLIST BEFORE IMPORT from the MFI Factsheet
A c P Q R s

microvision

PLEASE FIL|
8
9 | Go1 First year of the projection 2017 B
10
11| @02 Name of institution| 1
12
13| 603 Currency of the report| XOF 1
14
15 | o4 Numbers in the report arein | 1
16
17 | Gos Write-off period of defaulting loans | 1 Year 1
18
19 | Gos Data import from a MFI Factsheet Please click on Ited
20
21
= —rr —
23 MONETARY CONTEXT
24| co7 xchange rate (at period end) XOF/USD
25| Gos xchange rate (at period end) XOF/EUR 0,00
26 | o9 «change rate (at period end) USD/EUR 0,00
27 | a0 GNi/capita (local currency) 0,00
28 | G11 Annual inflation rate (%) XOF 0,00%
29 | G Inflation Index XOF 1,00
30
31 1
32| o3 Include a simplified Projection Please click on itef
33
34
35
36

1. MFI FACTSHEET: Check if following data are entered correctly in the Identification sheet:
- Year
- Currency of the report
- Multiplication factor ("Numbers in the report are in"):
HAS TO BE A NUMBER: 1, 100, 1000, 10.000, 100.

. MICROVISION: Check if the data below are correct:

2017

XOF

First year of the projection

Currency of the report

Numbers in the report are in

REMARK: The import of the MFI Factsheet data can take some time.

START DATA IMPORT

microvision

FINANCIAL PROJECTION MODEL FOR MFls

» Identification Sheet | MFIFactsheet | Credit Products | Loan Portfolio | Income | Savings | Cash Flow | Staff | Other Costs | Investments | Funding | Strategy | Proj MFIFactsheet | Input | Per
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Loan portfolio quality

Portfolio at Risk “n” days (PAR,):
What part of my portfolio is at risk/contaminated by arrears?

(11 7

Outstanding balance with arrears over “n” days + total

gross outstanding renegotiated portfolio
PAR, =

Total outstanding gross loan portfolio

Benchmark: < 5%
Alarm: 10%

Risk coverage ratio:
What part of my portfolio at risk is covered? How to protect myself
against losses?
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Loan loss reserves

Risk coverage ratio =

(Outstanding balance on arrears over “n” days +

renegotiated loans)

Benchmark: 80% - 100%

STRENGTHENING MICROFINANCE AND MICROINSURANCE



Loan portfolio quality

Provision expense ratio:
How much does this protection cost?

Provision Net loan loss provision expense
expense ratio =

Average gross loan portfolio

Benchmark: 2%

Write-off ratio:
Which part of my portfolio has been lost?
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Write-off ratio = Amounts written off for the period

Total outstanding gross loan portfolio

Benchmark: 1%
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Efficiency and productivity

Operating expense ratio:
How much do my loan operations cost? How efficient am [?

Operating expense ratio = __OPerating expenses

Average gross loan portfolio

Benchmark: 20%

Cost per borrower:
How much does it cost me to have one more borrower?
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Operating expenses
Cost per borrower =

Average number of active borrowers
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Efficiency and productivity

Staff productivity:
How many borrowers is each member of staff handling?

Number of active borrowers

Staff productivity =
Number of staff members

Benchmark: 150 / year

Productivity of loan officer:
How many borrowers is each loan officer handling?
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Number of active borrowers

Productivity of loan officer =
Number of loan officers

Benchmark: 250 / year
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Financial management

Funding expense ratio:
How much does the funding of my portfolio cost?

Total financial expenses

Funding expense ratio =
Average gross loan portfolio

Cost of funds:
How much do | pay on average on my funding resources?
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Cost of funds = Financial expense on funding liabilities

Average funding liabilities (deposits + borrowings)
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Financial management

Debt/equity ratio or leverage:
What is my borrowing capacity?

Total liabilities

Leverage =
Total equity

Benchmark: 3,2%

Portfolio to assets:
What part of my assets is dedicated to the most income-generating
asset?
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Portfolio to assets = Gross loan portfolio

Total assets

Benchmark: 80%
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Profitability and sustainability

Return on assets (ROA):
What is my assets capacity of generating profit to grow?

Net income after taxes and before donations

ROA =
Average assets

Benchmark: 1% - 2%

Return on equity (ROE):
How much do my shareholders earn/do | capitalize every year?
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Net income after taxes and before donations
ROE =

Average equity

Benchmark: 5% - 7%
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Profitability and sustainability

Operational self-sufficiency (OSS):
What is my level of sustainability?

Operating revenue

&

OSS = =
Operating expenses + loan loss provision expenses + >

financial expenses 5

>

o

Benchmark: 100% 9

a

Portfolio yield: G
How much do | actually earn from my credit activities? S

Portfolio yield = Financial revenue from loan portfolio

Average gross loan portfolio

Benchmark: 20% - 30%
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Social performance

Breakdown of gross loan portfolio by sector:
What is the diversification or specialization of an MFI's portfolio?

Outstanding loan balance per sector

Total gross portfolio of outstanding loans

Breakdown of gross loan portfolio by methodology:
What is the diversification or specialization of an MFI's portfolio?
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Outstanding loan balance per methodology

Total gross portfolio of outstanding loans
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Social performance

Average loan size/GNI per capita:
The smaller the size of the loan, the poorer the institution's target
clients is assumed to be

Average loan size

GNI per capita of the country in which the MFI operates

Effective (real) interest rate:
What is the actual cost that the borrower has to pay for the loan?
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EIR = Portfolio yield (PY) + (WO*PY) + (PAR30*PY)
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