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Background:

In 1997 the Consultative Group to Assist the Poorest (CGAP) commissioned Chuck Waterfield and Tony Sheldon to develop a business planning and financial modeling tool to be used by microfinance institutions (MFIs). Early into the project, Women’s World Banking joined by offering significant financial and technical inputs. The result of that process was the CGAP publication, Business Planning and Financial Modeling for Microfinance Institutions: A Handbook (1998), which included Microfin, an Excel-based financial modeling tool that MFIs could use to prepare sophisticated five-year financial projections. Since then, CGAP and WWB have continued to support the development of Microfin. Microfin 3.0, the latest version of the financial model, serves as the core of CGAP’s recently published Using Microfin 3.0 (2001). 

Since its introduction, over 2,000 managers of MFIs from dozens of countries worldwide have been trained in the use of Microfin, which has been adopted as the “industry standard” for financial modeling of MFI operations. 

Features:

Microfin is designed is to serve as an integrated part of a comprehensive business planning  framework, which addresses both strategic and operational issues.  Microfin’s five-year financial projections serve as a key part of the operational planning process. Microfin moves step-by-step through the operational planning process, covering in detail the key elements of: 

· designing financial products and services

· establishing marketing channels and projecting activity levels

· determining institutional resources and capacity

· developing a financing strategy

· analyzing projected financial statements and ratios

Key outputs include:

· graphic as well as quantitative representations of lending and savings activities, staffing levels, financing sources and uses, etc.

· detailed and summary 5-year balance sheet, income statement and cash flow projections

· key financial indicators, including both industry-standard and user-defined ratios

· sensitivity analysis tools to test the effects of changes in key input variables

· variance analysis for comparing projected versus actual financial performance

Microfin allows the user to test out the financial consequences of implementing different management decisions, such as increasing loan sizes vs. increasing the number of borrowers, or raising interest rates vs. cutting operational costs.

In addition to its value as a financial modeling tool, Microfin also serves as a training tool. By leading the user step-by-step through each element of operational and financial planning, Microfin sheds light on all facets of the process and on important interrelationships among the various elements. 
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Microfin includes over 30 graphs of all major outputs.  Following are a sampling.
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Microfin’s “Navigator” Page presents concise summary of all major input/output information.  Show here are the sections on loan and savings product design and marketing projections.

[image: image2.png]301 Design Financial Products

302 Number and Names of Products Goto

303 Number of loan products in use One loan product

EL Number of savings products in use Two voluntary savings products

305 Loan Product Input Section

306 Loan Product 1: Solidarity Group Loans

308 +  Step 1: Average loan amount Gotol. .

am . (1) Average amounts by cycle (nominal) Inital Bal.  Year!1  Year2  Year3  Yeard  Year§
310 First cycle - 100 100 10 121 133 146
an Second cycle - 200 200 220 242 268 293
312 Third cycle - 300 300 330 363 399 439
313 Fourth cycle - 400 400 440 484 532 586
34 Fifth cycle 1 400 500 550 605 666 732
315 Sixth and subsequent cycles 3 400 550 650 750 825 908
316 (2) Link loan amounts to inflation Yearly

317 +  Step 2: Repayment Conditions Gotol. .

R (1) Repayment frequency Monthly

EACIN (2) Effective Loan Term (months) Initial Bal.  Year!1  Year2  Year3  Yeard  Year§
320 First cycle 1 13 [ [ [ [ [
a2 Second cycle 1 13 6 6 6 6 6
32 Third cycle 1 13 6 6 6 6 6
32 Fourth cycle 1 13 9 9 9 9 9
324 Fifth cycle 1 13 9 9 9 9 9
325 Sixth and subsequent cycles 1 13 12 12 12 12 12
3% (3) Grace periad (in months) 0 0 0 0 0
327 +  Step 3: Compulsory Savings Goto.

32 (1) "Upfront" savings Links 10.0% Based on: % latest

329 (2) "Ongaing" savings 0.0%

330 (3) Elimination of compulsary savings Yes

331 +  Step 4: Pricing Structure Goto|.

EE?) (1) Interest rate method Declining .

334 (2) Interest rate charged 1 300%  36.0%  3/0%  3BO%  3B0%  360%
EE (3) Fees and Commissions

336 "Upfront" fee or commission - 3.0% 3.0% 3.0% 3.0% 3.0%
337 "Ongaing" fee or commission - 0.0% 0.0% 0.0% 0.0% 0.0%
338 (4) Indexing of loans receivable No

339 +  Step5: Analysis Gotol. The fallawing table analyzes this loan product, using values from "Month 1" columns
340 Effective  Real Ef. Incl. Sav.

341 First cycle 474%  340%  556%

342 Second cycle 474%  340%  556%

343 Third cycle 474%  340%  556%

344 Fourth cycle 442%  31%  521%

345 Fifth cycle 442%  311%  521%

346 Sixth and subsequent cycles 425%  295%  501%

347

306 Loan Product2: [Lnprod 2 not in use]

306 Loan Product3: [Lnprod 3 not in use]

306 Loan Product4: [Lnprod 4 not in use]

348 Savings Input Section Goto

349 +  Compulsory Savings R

350 Control of compulsory savings Links | No Year1  Yeard  Year3  Yeard  Year§
351 Interest rate paid - 8.0% 8.0% 8.0% 8.0% 8.0%
EEEIN Indexing of savings No .

35 +  Savings Prod 1: Passbook Savings K Year!  Year2  Yeard  Yeard  Year§
355 Interest rate paid 1 0.0% 0.0% 00%  100%  10.0%
EEN Percentto be held in reserve 1 0.0% 0.0% 00%  400%  40.0%
387 Indexing of savings No

35 +  Savings Prod 2: Term Deposits K Year1  Year2  Yeard  Yeard  Year§
355 Interest rate paid 1 0.0% 0.0% 00%  150%  15.0%
EEN Percentto be held in reserve 1 0.0% 0.0% 00%  250%  25.0%
387 Indexing of savings No

35 +  Savings Prod3: [Savprod 3 not in use]

35 +  Savings Prod 4: [Savprod 4 not in use]

401 Project Credit and Savings Activity

402 Loan Projection Input Section

403 Loan Product 1: Solidarity Group Loans

404 +  Step 1: Initial Balances Goto.

405 . Tatal number of active loans 3600 . Data Ok
406 . Initial gross outstanding balance 504,000 . .

407 +  Step 2: Number active loans Goto|. Initial Bal. ~ Year1 ~ Year2  Yeard  Yeard  Year§
408 Annual targets by Branch 3600 4800 7,000 8750 10500 12,000
49 Tatal number of active loans * 3600 4784 6,977 8721 10468 11981
410 +  Step 3: Retention rates Goto.

an Second cycle 2 0% 0% 0% 0% 0% 0%
412 Third cycle 2 0% 0% 0% 0% 0% 0%
413 Fourth cycle 2 0% 0% 0% 0% 0% 0%
414 Fifth cycle 2 50% 80% 80% 80% 80% 80%
415 Sixth and subsequent cycles 2 50% 0% 0% 0% 0% 70%
416 Automated graduation from Product 1 Notin use

424 Number of active clients, Year 5 (end) 11,981

425 No. of new clients in § years 17,245

427 Na. of clients leaving during 5 years 8,897 WARNING: A large number of deserters are projected; you should review the retention rate strategy
4 Step 4: Review graphs

403 Loan Product 2: [Lnprod 2 not in use]

403 Loan Product3: [Lnprod 3 not in use]

403 Loan Product 4: [Lnprod 4 not in use]

429 Loan Product Qutput Section Inital Bal.  Year!1  Year2  Year3  Yeard  Year§
430 Number of active loans * 3672 4784 6,977 8721 10468 11981
431 Total Loan Partfolio * (nominal) 504,000 754,180 1,307,069 2032710 2877550 3772487
43 Income Section

43 Total Income, all products (nominal)  Go'to 242942 484,175 781141 1,127,717 1507737
431 Savings Projection Section

435 +  Total Compulsory Savings * (nominal] Go to | Links 70000 122087 220654 341,430 [ [
436 Loan Prod 1: Solidarity Group Loans 70000 122087 220854 341430 0 0
440 +  Savings Prod 1: Passbook Savings Goto|. 0 0 0 0 542923 989,567
a4 Step 1: Number of depositors E

442 Source 1: Percentage of borrowers 5 0 0 0 0 7,849 9,569
443 Source 2: Specified number of depositor: 2 0 0 0 0 900 1518
444 Step 2: Avg savings per depositor (nominal) 3 0 0 0 0 62 88
440 +  Savings Prod 2: Term Deposits Gotol. 0 0 0 0 207,901 480269
a4 Step 1: Number of depositors E

442 Source 1: Percentage of borrowers 5 0 837 1,198
443 Source 2: Specified number of depositor: 1 0 0 0 0 225 525
444 Step 2: Avg savings per depositor (nominal) 2 0 0 0 0 196 279
445 +  Voluntary Savings Summary Initial Bal. ~ Year1 ~ Year2  Yeard  Yeard  Year§
445 Number of voluntary depositors * 0 0 0 0 9812 12808
447 Total Voluntary Savings Depasits * (naminal) 0 0 0 0 750824 1469826




Microfin’s section on Institutional Capacity and Resources allows detailed projections of staffing and all operational expenses.  Shown below is the section for projecting staffing composition and costs.

[image: image3.png]10.02

10.03 Job description and number INPUT]  Note: Job titles are input o the Inst Cap. sheet
1004 Loan Officers 13.0 13.0 13.0 13.0 13.0 13.0 13.0 200 200 230 230
1005 Credit Supervisor Auto

1006 Bookkeeper Auto

1007 Operations MgriBranch Mgr - Ao

1008 Teller 18 Auto 0o
1009 Security Guard 18 Auto 0o
10.19 Job desc. and number [OUTPUT]

1020 Loan Officers 130 130 130 130 130 130 130 200 200 230 230
1021 Credit Supervisor Auto 10 10 10 10 10 10 10 20 20 20 20
1022 Bookkeeper Auto 10 10 10 10 10 10 10 10 10 10 10
1023 Operations MgriBranch Mgr Auto 10 10 10 10 10 10 10 10 10 10 10
1024 Teller Auto 10 10 10 10 10 10 10 10 10 10 -
1025 _Security Guard Auto 20 20 20 20 20 20 20 20 20 20 -
10.35 [Total nurnber of program employees 18.0 18.0 18.0 18.0 18.0 18.0 18.0 270 270 300 270
1036 Analysis

1037 Loan Officers as % total program staff 66% 66% 66% 66% 66% 66% 66% 74% 74% 1% 85%
1038 Active loans per program staffperson 183 187 201 205 209 213 218 156 161 150 172
10.39

10.40 Monthly Sal&Ben per person [Input] _Links | NOTE: Salaries are automatically increased each year, as indicated on Inst.Cap. sheet

1041 Loan Officers, Entry level hiring 270

1042 Loan Officers, Secondary level 320

1043 Loan Officers, Intermediate level 360

1044 Loan Officers, Senior level 450

1045 Credit Supervisor 450

1045 Bookkeeper 270

1047 Operations MgriBranch Mgr 525

1048 Teller - 270

1049 Security Guard - 270

10.59 Monthly Sal&Ben per person [Output] Note: The following are the "per staffperson figures

1080 Loan Officers, Entry level hiring 270 270 270 270 270 270 270 270 270 270 270
1051 Loan Officers, Secondary level 320 320 320 320 320 320 320 320 320 320 320
1062 Loan Officers, Intermediate level 360 360 360 360 360 360 360 360 360 360 360
1083 Loan Officers, Senior level 450 450 450 450 450 450 450 450 450 450 450
1084 Credit Supervisor 450 450 450 450 450 450 450 450 450 450 450
1085 Baakkeeper 270 270 270 270 270 270 270 270 270 270 270
1086 Operations MgriBranch Mgr 525 525 525 525 525 525 525 525 525 525 525
1087 Teller 270 270 270 270 270 270 270 270 270 270 270
1088 Security Guard 270 270 270 270 270 270 270 270 270 270 270
10.78 Total salary and expenses Note: The following multiplies number of staff by the *per staffperson® salaries

1079 Loan Officers 5400 5400 5400 5850 5850 5850 5850 7200 7200 8010 @010
1080 Credit Supervisor 450 450 450 450 450 450 450 900 900 900 900
1081 Boakkeeper 270 270 270 270 270 270 270 270 270 270 270
1082 Operations MgriBranch Mgr 525 525 525 525 525 525 525 525 525 525 525
1083 Teller 270 270 270 270 270 270 270 270 270 270 0
1084 _Security Guard 540 540 540 540 540 540 540 540 540 540 0
10.94 [Total program salary and benefits 7455 7455 7456 7905 7905 7905 7905 9705 9705 10515 9705







The section on Financing Strategy shows month-by-month cashflows, including restricted funds, and allows the user to plan for new financing sources as needed.  Sources are identified by savings, earned income, grants, loans, and equity investments.

[image: image4.png]Initial 1 Z £ 4 2 b ks g L "
# Balance Jan-01 Feb-01 Mar-01 Apr-01 May-01 Jun-01 Jul-01 Aug-01 Sep-01 Oct-01 Nov-01
1 Ending rest. resources, operations 0 0 0 25,000 7617 0 0 0 0 0 0 1
2 Ending rest. resources, portfolio 50,000 36,862 29,732 28,645 30,433 38634 133,598 82,525 159,802 120,525 64,037
3 Ending rest. resources, other assets| 0 0 0 25,000 25,000 25,000 25,000 25,000 21,190 21,190 20,540
4 Ending unrestricted resources avail. 12,400 8,965 6,314 6,052 23411 31,111 30,986 34,276 35,088 37,213 40,159
5 Excessishortfall inc| ity req men 62,400 19,357 9,521 58,115 58,874 67,077 161,910 95920 168,872 130,082 68,676
il Financing by Source Identify Sources
202
203 Earned income (excl. indexing inc) 15,558 16,270 16,652 17359 17486 17,207 20,731 21,893 23,930 26,047 27,32
204 Change in available savings a a a a a a a a a a |
205 NOTE: The following default amounts are autormatically determined to avoid any shortfalls
211 Unrestricted grants
212 Greenland Dev. Agency 3
213 Greenland Dev. Agency: Balance a a a a a a a a a a a
224 Unrestricted loans
237 Equity Investments (Unrestricted)
248 Restricted grants for OPERATIONS
249 Head Start Foundation 2 25,000
250 Head Start Foundation: Balance a a a 25,000 25,000 25,000 25,000 25,000 25,000 25,000 25,000 25,00
261 Restricted loans for PORTFOLIO
262 International Development 7
263 International Development: Balance 110,000 110,000 110,000 110,000 110,000 110,000 110,000 110,000 110,000 110,000 110,000 110,001
264 Freedonia National Bank 4 120,000
265 Freedonia National Bank: Balance 180,000 180,000 180,000 180,000 180,000 180,000 180,000 180,000 300,000 300,000 300,000 300,00
266 FUNDALL 5
267 FUNDALL: Balance a a a a a a a a a a a
274 Restricted grants for PORTFOLIO
275  Glohal Reach Foundation 1 80,000
276 Global Reach Foundation: Balance 120,000 120,000 120,000 120,000 120,000 120,000 200,000 200,000 200,000 200,000 200,000 200,00
277 Freedom Fund 2
278 Freedom Fund: Balance a a a a a a a a a a a
287 Restricted grants for OTHER ASSETS
288 Head Start Foundation 2 25,000
289  Head Start Foundation: Balance a a a 25,000 25,000 25,000 25,000 25,000 25,000 25,000 25,000 25,00
294 Restricted loans for OTHER ASSETS
299
2100 Equity Multiplier 2.06 208 209 193 193 194 175 175 207 207 208 2.0





