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Microfinance: Financial Services for the ñUnbankedò

ÅGlobal, albeit diminutive, industry that has 

materialized from what was previously a loose 

collection of far flung grassroots organizations. 

ÅMarket estimates vary depending on definition but 

range from $17 to $30 billion. 

ÅPotential market is estimated at 2.8 billion people, 

half the worldôs adult population (CGAP, 2009). 



ÅThe jury is still out on final impact of the financial crisis on MFIôs

ÅHowever, the Symbiotic Microfinance Index (SMX USD) reports 
2009 yields at 3.21% and a volatility rate of .54%.

ÅAn intriguing alternative investment class 



SRI Issues In Microfinance

ÅMicrofinance SRI is complex case - activities of the 

organizations in which these funds invest are 

financial entities themselves. 

ÅThere exists the significant potential for the profit 

motive to overtake the social objective. 

ÅBecause the loans are small and the clients are poor 

does not in and of itself assure that MFI activities 

promote social good.  



SRI Issues In Microfinance

ÅThere is potential for abuse at both ends of the funding 
chain:

ÅLoan recipients charged excess interest rates and onerous 
loan conditions

ÅDonor money being used to fund overhead while investors 
are rewarded with above market returns.

ÅNGOôsand government agencies can and have included  
loan covenants and monitoring requirements in their 
contracts with MFIôsto control for abusive practices

ÅIt remains to be determined whether commercial funds 
will follow suit.


