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MICROFINANCE COUNCIL OF THE PHILIPPINES, INC.

Update on the Performance of Council Members
as of December 31, 2003

The Secretariat of the Microfinance Council has been tracking the performance of its members
since the year 2000 as part of the Council’s monitoring activities. MCPI members are happy to
share this monitoring report data from members as of December 31, 2003. This report hopes to
help define the state of microfinance sector in the Philippines especially since many of the leading
players in the sector are members of MCPI.

The Secretariat was able to gather data from 21 members of the Council out of the current
membership of 26 retail MFls. 4 of the 26 members joined the Council only in 2004. All of the new
members were able to submit data on outreach and loan portfolio as of 2003. Sources of data for
this report include published annual reports, audited financial statements, operations reports, and
other secondary data sources. The Secretariat introduced the use of the MIX Data Collection Tool
for this report to gather data from members. 13 out the 21 members covered by this report
submitted their performance data with the use of the MIXToolkit. Annex A and B shows the sources
of data that helped the Secretariat compile this report.

Aggregate Data Show Impressive Gains

Aggregate data for the 21 reporting MFIs show impressive gains in the number of clients, gross
loan portfolio, and amount of client savings over a 3-year period from 2001 to 2003. Table 1 shows
the aggregate data from the reporting MFls.

Table 1. Aggregate Data of Member-MFls, 2001 - 2003
Indicators 21 MFls as of 15 MFlIs as of 12 MFlIs as of
Dec. 31, 2003 Dec. 31, 2002 Dec. 31, 2001
Number of active borrowers 578,493 314,225 192,802
Gross loan portfolio 2,334,494,701 1,566,435,367 1,050,458,155
Value of client savings 859,613,843 638,511,066 402,633,016

The aggregate data show:

1. Anincrease in the number of active clients from 192,802 at the end of 2001 to 578,493 at the
end of 2003. The growth rate in the number of clients over the 2-year period is 200%.

2. Anincrease in the gross loan portfolio (GLP) from P1.05 billion in 2001 to P2.3 billion in 2003,
equivalent to an increase of 122% in the GLP over the 2-year period.

3. Client savings increased from P402.6 million in 2001 to P859.6 million in 2003, equivalent to a
113% increase in savings over the 2-year period.

Figures 1 to 3 show the growth of the number of active borrowers, GLP and client savings over a 2-
year period from end of 2001 to end of 2003.
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Leading players in the microfinance
sector continue to expand their
operations in many parts of the country.
Appropriate policies continue to be
crafted by government agencies to help
create an environment conducive to
the rapid development of the sector.
The increasing participation of rural
banks in microfinance is giving a big
boost to the growth of the sector.
Stakeholders continue to be optimistic
about the future of the microfinance
sector as shown by impressive growth
rates in the number of clients, gross loan
portfolio and the entry of new players
in the sector.

Introducing the Use of the MIX Toolkit

The next portion of the report discusses
processed information from 13 MFIs that
submitted data using the MIX Data
Collection Tool. MIX stands for
Microfinance Information eXchange.
MIX is a non-stock, non-profit institution
based in Washington, D.C. The
development of the MIX Toolkit was
supported by the Consultative Group to
Assist the Poorest (CGAP). MIX is the
current publisher of the Microbanking
Bulletin (MBB), a journal on
microfinance published semi-annually.
The MBB tracks the performance of
about 130 MFIs worldwide. MFIs that
submit data using the MIX Toolkit may
opt to have their performance data
included in the MBB.

Of the 26 regular members of the
Council, 13 members submitted data
using the MIX Toolkit. The Center for
Agriculture and Rural Development
(CARD) submitted separate reports for
CARD Bank and CARD NGO. The special
report, thus, covers 14 MFls. Out of these
14 MFls, 8 submitted their audited
financial statements to support the data
included in the MIX Toolkit.
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Figure 1. Gross Loan Portfolio of

Member-MFIs with Data, 2001-2003

2,500,000,000

2,000,000,000

2,334,494,701

1,500,000,000

1,000,000,000

500,000,000

o

1,566,435,367
1,050,458,155 I

2001 2002 2003

Figure 2. Number of Active Borrowers
of Member-MFIs with Data, 2001-2003
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Figure 3. Client Savings of Member-MFls
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MICROFINANCE COUNCIL OF THE PHILIPPINES, INC.

Special Report: An Update on the Performance of the 14 MCPI Members
that Submitted Information Using the MIX Toolkit

Aggregate Data of the 14 MCPI Members

There are notable increases in the number of clients, value of the gross loan portfolio and amount
of client savings between 2003 and 2002 for the 14 MFIs as shown in Table 2. The number of active
clients reached 456,911 at the end 2003 compared to 269,070 at the end of 2002, showing an
increase of 70% over the previous year. The value of the gross loan portfolio increased by 38% -
from P1.38 billion in 2002 to P1.9 billion in 2003. The value of clients’savings stood at P727 million
at the end of 2003.

Table 2. Aggregate Data of the 14 MCPI Members that
Used the MIX Toolkit, 2002 - 2003

2003 2002
Number of active borrowers 456,911 269,070
Gross loan portfolio 1,904,209,058 1,384,594,033
Value of client savings 726,909,876 Not available

Figure 4. Gross Loan Portfolio of the
14 MCPI Members, 2002-2003
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Analyzing Performance by Peer Groups

In order to analyze the performance of the 14 MFls that submitted information using the MIX Toolkit,
the Secretariat is introducing the use of the peer group framework to present findings. Peer groups
represent MFls that appear to have institutional characteristics that are similar enough so that
comparison of performance with other MFIs within their group becomes meaningful and
appropriate. For purposes of reporting, the Secretariat adopted the following peer groups: a.) by
scale of operations (large, medium, small); b.) by age or length of years in operations (mature,
young, new); and c.) by levels of financial self-sufficiency (financially sustainable or not yet financially
sustainable). For this special report, the Secretariat used peer group definitions shown in Table 3.

Table 3. Peer Group Criteria and Definitions

By scale of operations (MCPI definition)

Large Value of portfolio > P200 million
Medium P50 million < Value of portfolio < P200 million
Small Value of portfolio < P50 million

By age (Microbanking Bulletin definition)

Mature Age of MF operations > 7 years
Young 4 years < Age of MF operations < 7 years
New Age of MF operations < 4 years
By FSS levels
FSS MFls FSS ratio > 100%

Non-FSS MFIs  FSS ratio < 100%

Based on the above definitions, the members that submitted data using the MIX Toolkit are grouped
as follows:

Table 3. Peer Group Criteria and Definitions

- — Notes:

By scale of operations (MCPI definition) TSP figures are for the
Large CARD Bank, CARD NGO, NWTF, TSKI, TSPI fiscal year ended June
Medium ARDCI, KMBI, OMB, Producers Bank 30, 2003.

Small CEVI, CMEDFI, FCBFI, JVOFI, NORFIL Producers Rural Bank is
not classified as FSS or
Non-FSS due to the
Mature CARD Bank, CARD NGO, FCBFI, KMBI, NORFIL unavailability of data
NWTF, TSKI, TSPI necessary.for the
computation of the FSS
Young ARDCI, CMEDFI, JVOFI, Producers Bank ratio. Producers only
New CEVI, OMB started segregating

reports for their

By FSS levels . .
microfinance unit for
FSS MFls CARD Bank, FCBFI, TSPI the year ended
Non-FSS MFIs  ARDCI, CARD NGO, CEVI, CMEDFI, JVOFI, December 31, 2003.

KMBI, NORFIL, NWTF, OMB, TSKI
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MICROFINANCE COUNCIL OF THE PHILIPPINES, INC.
Institutional Characteristics

Institutional indicators provide general information on the age of the member, legal structure,
and its physical or human resources. Table 4 summarizes the institutional characteristics of the 14
MCPI members that submitted data using the MIX Toolkit.

The average number of years in microfinance of the 14 MFlsis 11 years. Total resources
stand at PhP 3.16 billion as of 2003.

Understandably, large and mature MFIs dominate their respective peer groups in terms
of total assets. Large MFIs account for 73% of the total resources available. On the
other hand, mature MFls control 80% of total assets as of December 31, 2003.

The average number of offices for the reporting MFIs is 19 while average number
employees stands at 216 individuals.

Large and mature MFIs have more offices and employees because they have been in
the microfinance industry for longer periods. Mature MFls that are expanding to new
areas require additional manpower. Large MFls account for 72% of total number of
offices while mature MFIs account for 80%. In terms of total number of employees,
large and mature MFls account for 73% and 81% of the total, respectively.

Medium, young, and new MFIs have offices and employees below the average number
of the 14 MFls.

There is no significant difference in the average number of offices and employees
between FSS and Non-FSS MFIs.
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MICROFINANCE COUNCIL OF THE PHILIPPINES, INC .
Outreach Indicators

Outreach indicators determine the growth, extent and depth of reach of the institutions engaged
in microfinance operations. Table 5 presents the outreach indicators of the 14 MCPl members that
submitted information using the MIX Toolkit.

The total number of active borrowers for the 14 MFls is 456,911, representing a 70%
increase from last year’s 269,070 number of active borrowers. The number of active
compulsory savers is 463,463 while the number of active voluntary savers is 98,877.

The large MFls account for 68% of the total number of active borrowers, 69% of the
number of compulsory savers, and 62% of the voluntary savers.

The medium-size MFIs account for 25% of the active borrowers, 24% of the compulsory
savers, and 19% of the voluntary savers.

Small MFIs correspond to only 7% of active borrowers, 7% of compulsory savers, and
19% of overall voluntary savers.

The average loan balance per borrower stands at P4,243 equivalent to less than 9% of
the per capita gross domestic product.

Large, mature, and MFIs that achieved levels of financial self-sufficiency of more than
100% tend to have larger amounts of average loan balances in their portfolio. These
MFIs have been in operations for a longer period of time. Older clients generally borrow
larger amounts compared to newer clients.
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MICROFINANCE COUNCIL OF THE PHILIPPINES, INC.
Loan Portfolio and Risk Profile of the Loan Portfolio

These set of indicators provide specific information on the loan portfolio of MFIs and the state of
financial health of the microfinance portfolio of the institutions. Table 6 summarizes the loan
portfolio and risk profile of the loan portfolio of the 14 MCPI members that submitted data using
the MIX Toolkit.

The gross loan portfolio for 2003 of the 14 MFlIs is PhP 1.9 billion representing a 38%
increase from last year’s PhP 1.38 billion.

The large MFIs account for 73% of the gross loan portfolio at the end of 2003. On the
other hand, medium-size MFls account for 21% of the gross loan portfolio while small
MFIs correspond to only 6% of the total portfolio.

Large, mature, and MFls that achieved levels of financial self-sufficiency of more than
100% tend to have larger amounts of average portfolio per loan officer compared to
medium, small, young, and new MFls.

The portfolio at risk ratio > 30 days for the 14 MFIs that used the MIX Toolkit is 7.5%

Non-FSS MFIs have an average PAR ratio of 8.0%, slightly higher by 0.1% than FSS
MFls.

Loan loss reserves for all 14 MFls in the amount of PhP 75.2 million cover up to 97%
of PAR > 30 days.

PAR > 30 days of small, young, new, and FSS MFls are covered by their loan loss reserves
to the extent of 103% to 135%.
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MICROFINANCE COUNCIL OF THE PHILIPPINES, [INC.

Savings, Liabilities, and Equity Indicators

Table 7 summarizes the savings, liabilities, and equity indicators of the 14 MCPI members that
submitted data using the MIX Toolkit.

The amount of client savings for 2003 of the 14 MFIs that used the MIX Toolkit is
PhP 726.9 million. Of this amount, large MFls account for 77%, medium-size MFls
own 18%, while small MFls have 5% of the total amount of client savings.

The average amount of borrowings for the 14 MFls is PhP 74.6 million. Large and
mature MFIs have an above average amount of borrowings while the medium, small,
young, and new MFIs have lesser borrowings.

The current year average equity for the reporting MFI is PhP 62.7 million. Large,
medium, and mature MFIs have above the average equity while the small, young,
and new MFIs have minimal equity.

Table 7: Savings, Liabilities, & Equity Indicators of the 14 MCPI Members
as of December 31, 2003

Amount of Total
borrowings

Total equity,
previous year

Total equity,
current year

client savings

ALL MFIs (n=14) tot 726,909,876 1,044,497,996 878,430,615 726,170,935
avg 51,922,134 74,607,000 62,745,044 55,859,303
By scale of operations
LARGE tot 556,960,599 739,496,694 575,117,712 463,100,844
CARD Bank, CARD NGO, avg 111,392,120 147,899,339 115,023,542 92,620,169
NWTEF, TSKI, TSPI
MEDIUM tot 133,041,537 255,958,259 254,749,468 228,649,840
ARDCI, KMBI, OMB, avg 33,260,384 63,989,565 63,687,367 76,216,613
Producers Bank
SMALL tot 36,907,740 49,043,043 48,563,435 34,420,251
CEVI, CMEDFI, FCBFI, avg 7,381,548 9,808,609 9,712,687 6,884,050
JVOFI, NORFIL
By age of microfinance operations
MATURE tot 611,481,222 788,066,536 665,024,924 541,138,919
CARD Bank, CARD NGO, avg 76,435,153 98,508,317 83,128,115 67,642,365
FCBFI, KMBI, NORFIL,
NWTEF, TSKI, TSPI
YOUNG tot 58,970,850 174,828,319 99,012,478 81,802,810
ARDCI, CMEDFI, JVOFI, avg 14,742,713 43,707,080 24,753,120 27,267,603
Producers Bank
NEW tot 56,457,804 81,603,141 114,393,213 103,229,206
CEVI, OMB avg 28,228,902 40,801,571 57,196,607 51,614,603
By FSS levels
FSS MFls tot 262,462,960 151,817,121 238,772,086 189,544,568
CARD Bank, FCBFI, TSPI avg 87,487,653 50,605,707 79,590,695 63,181,523
NON-FSS MFls tot 439,979,920 751,390,776 637,673,874 536,626,367
ARDCI, CARD NGO, CEVI,  avg 43,997,992 75,139,078 63,767,387 53,662,637

CMEDFI, JVOFI, KMBI,

NORFIL, NWTF, OMB, TSKI
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PERFORMANCE MONITORING REPORT 2003

Financing Structure
Table 8 summarizes the financing structure of the 14 MCPI members that submitted data using
the MIX Toolkit.
A. Equity to assets ratio
The average equity to asset ratio for the 14 MFls is 25%.

Large, mature, and FSS MFIs have an average equity to asset ratio of 25%, 30%
and 29%, respectively. These figures are equal or slightly above the average of

the 14 MFls.

B. Client savings to loan ratio

The average client savings to loan ratio for the 14 MFls is 39%.

The client savings to loan ratio of the different peer groups range between
35% to 58%.

C. Borrowings to loan portfolio ratio

The average borrowings to loan portfolio ratio for the 14 MFls is 54%.

The borrowings to loan portfolio ratio of large and mature MFIs do not deviate
significantly from the average of the 14 MFls.

D. Debt to equity ratio

This ratio indicates the proportion of equity and debt that the MFl is using to finance its
assets. A higher debt to equity ratio generally means that the institution has been

aggressive in financing its growth with debt.

The average debt to equity ratio for the 14 MFIs is 54%.

Large and mature MFIs have a large debt to equity ratio, 159% and 124%,
respectively. This means that they have been more aggressive in financing
their expansion through debt.

E.  Gross loan portfolio to total assets ratio

The average gross loan portfolio to total assets ratio for the 14 MFls is 66%.

FSS MFIs have an average gross loan portfolio to total assets ratio of 78%. This
is higher by 12% from the average of the 14 MFls, meaning a larger percentage
of their assets are in financial assets that generate interest earnings.

* PAGE
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Sustainability Indicators

Table 9 presents the sustainability indicators of the 14 MCPI members that submitted data using

the MIX Toolkit.

A. Operational self-sufficiency (OSS) ratio

This ratio shows how an institution is able to sufficiently cover operating costs over time
to enable the MFI to provide microfinance services to low-income households on a
sustainable basis. An OSS ratio greater than 100% indicates that the MFl is able to cover
its financing costs, loan loss provisions and operating expenses from revenues obtained

from lending.

The average OSS ratio for the reporting MFls is 110%.

PERFORMANCE MONITORING REPORT 2003

Medium and small MFls achieved an OSS ratio higher than 100%.

Based on the age of microfinance operations, the average OSS ratio of mature
MFls is 114%. Young and new MFIs garnered 97% and 116% OSS ratio,

respectively.

FSS MFIs obtained an average OSS ratio of 129% compared to 104% for Non-

FSS MFls.

Table 9: Sustainability Indicators of the 14 MCPI Members as of Decmber 31, 2003

Operational self-sufficiency Financial self-sufficiency

ALL MFls (n=14) avg 110% 90%
By scale of operations
LARGE avg 114% 98%
CARD Bank, CARD NGO, NWTF, TSKI, TSPI
MEDIUM avg 107% 89%
ARDCI, KMBI, OMB, Producers Bank
SMALL avg 107% 83%
CEVI, CMEDFI, FCBFI, JVOFI, NORFIL
By age of microfinance operations
MATURE avg 114% 97%
CARD Bank, CARD NGO,
FCBFI, KMBI, NORFIL, NWTF, TSKI, TSPI
YOUNG avg 97% 80%
ARDCI, CMEDFI, JVOFI,
NEW avg 116% 78%
CEVI, OMB
By FSS levels
FSS MFls avg 129% 107%
CARD Bank, FCBFI, TSPI
NON-FSS MFIs avg 104% 85%

ARDCI, CARD NGO, CEVI, NORFIL, NWTF, OMB, TSKI
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B. Financial self-sufficiency (FSS) ratio

The FSS ratio demonstrates the ability of the MFI to cover all operating, financial and
loan loss expenses as well as to maintain the value of equity and quasi-equity in relation
to inflation and the imputed cost of capital.

The average FSS ratio of the 14 MFls is 90%. The FSS ratio of the large MFls
is 98%, higher than the FSS ratio of medium and small MFls.

The FSS ratio of medium-sized MFIs is slightly higher than the small MFls.
However, the FSS ratio of both groups is below the average of the 14 MFI
that used the MIX Toolkit.

Mature MFls have a higher FSS ratio compared to young and new MFls.

FSS MFIs have an average FSS ratio of 107%. Non-FSS MFIs have an average
FSS ratio of 85%.

Efficiency Indicators

Efficiency indicators are related to costs incurred in delivering services to clients and comparing
the costs versus the average amount of the loan portfolio or the average number of borrowers.
Table 10 presents the efficiency indicators of the 14 MCPI members that submitted data using the
MIX Toolkit.

A. Operating cost ratio (OCR)

The operating cost ratio shows how much operating cost is spent to keep a peso
loaned out at any given time. An OCR of 25% indicates that it costs the MFI 25 cents
to maintain a peso of loan. According to the NGO Performance Standards, an efficient
microfinance operation is expected to have an OCR of 25% or less.

The OCR of the 14 MFls is 38%, higher than the OCR of 25% indicated in the
NGO Performance Standards.

Large MFIs have an OCR of 36%, slightly lower than the average of the 14
MFls.

Medium and young MFls tend to have a higher than average OCR as confirmed
by their 50% and 47% ratios, respectively.

FSS MFlIs are the most efficient peer group in terms of managing their operating
costs, as demonstrated by their 26% OCR. However, this is still above the 25%
OCR recommended in the NGO Performance Standards.
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B. Personnel cost ratio

The personnel cost ratio measures the personnel cost incurred to maintain a peso in the
loan portfolio. A lower ratio would mean that the MFI is incurring smaller personnel

cost to maintain one peso in its loan portfolio.

The personnel cost ratio of the 14 MFls is 24%.

Large MFIs garnered a personnel cost ratio of 22%, slightly lower than the
average of the 14 MFls that used the MIX Toolkit.

Medium and young MFIs tend to have a higher than average personnel cost

ratio as evidenced by their 30% and 32%, respectively.

In terms of personnel expenses, FSS MFIs are more efficient than their
counterpart MFls, as evidenced by their 15% personnel cost ratio.

Table 10: Efficiency Indicators of the 14 MCPI Members as of Decmber 31, 2003

Operating Personnel Cost per
cost ratio cost ratio borrower
ALL MFls (n=14) avg 38% 24% 1,640
By scale of operations
LARGE avg 36% 22% 1,786
CARD Bank, CARD NGO, NWTF, TSKI, TSPI
MEDIUM avg 50% 30% 2,195
ARDCI, KMBI, OMB, Producers Bank
SMALL avg 32% 22% 1,160
CEVI, CMEDFI, FCBFI, JVOFI, NORFIL
By age of microfinance operations
MATURE avg 35% 21% 1,530
CARD Bank, CARD NGO,
FCBFI, KMBI, NORFIL, NWTF, TSKI, TSPI
YOUNG avg 47% 32% 2,113
ARDCI, CMEDFI, JVOFI,
NEW avg 34% 22% 1,366
CEVI, OMB
By FSS levels
FSS MFIs avg 26% 15% 1,603
CARD Bank, FCBFI, TSPI
NON-FSS MFls avg 41% 26% 1,651

ARDCI, CARD NGO, CEVI, NORFIL, NWTF, OMB, TSKI
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C. Cost per borrower

The cost per borrower shows the average cost of maintaining an active borrower.
Therefore, keeping this indicator at a low level would mean that the MFI is more cost-
efficient in maintaining an active borrower.

The cost per borrower of the 14 MFls is P1,640 per borrower. This means

than on average, an MFI spends at least P1,640 to maintain one active
borrower.

Large MFIs maintain a cost per borrower at P1,786. This amount is higher
than the average level of the 14 MFls.

Medium and young MFls spend more to maintain their active borrowers, as
shown by their cost per borrower levels of P2,195 and P2,113, respectively.

Productivity Indicators

Productivity indicators describe the number of clients being served by the MFI’s personnel. Table

11 presents the productivity indicators of the 14 MCPI members that submitted data using the
MIX Toolkit.

The average number of borrowers per loan officer, field staff, and staff is
239, 185, and 159, respectively.

Mature and FSS MFIs have a high average number of borrowers per loan
officer/staff. This means that workers of mature and FSS MFls are more

productive, as their personnel handle more borrowers compared to other
MFls.

The average loan officers to total staff ratio for the entire group is 66%.

There is no significant difference in the ratio of loan officers to total staff
between MFlIs in different peer groups.
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Concluding Remarks

Based on the performance of MCPI members using peer groupings, it is evident that the large
MFls — CARD Bank, CARD NGO, NWTF, TSKI, and TSPl — dominate the microfinance sector in terms
of resources, gross loan portfolio, and outreach. Medium and small-sized MFls, however, are also
showing impressive gains in outreach and sustainability. Participation of rural banks in the
industry is constantly growing. New entrants to the sector are providing vibrant competition
that is moving MFIs to be more client-focused. The sector continues to face the challenge of
providing appropriate financial services to greater numbers of poor households in a cost-effective
manner.

* PAGE 19 *





