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ABSTRACT

Over the last five years, the country has withessé@mendous increase in the number
of the Deposit Taking Microfinance Institutions. élbbjective of this study was to find
out whether there exists a relationship betweeditgninterest rates and the financial
performance of Deposit Taking Microfinance Insitas in Kenya. The study involved
collecting secondary data from Central Bank of Kaenindividual Deposit Taking
Microfinance Institutions and the Association of difinance Institutions in Kenya.
Consequently data for nine DTMs was analyzed foe fyears (2009-2013) using
multivariate regression model. The study found th#t a strong relationship exists
between lending interest rates and financial pevéorce of DTMs. To test the
significance of the findings, analysis of varian@dNOVA) was done. The research
recommends that DTMs should judiciously manager timterest rate to improve their
financial performance since it has a positive effae their financial performance and
also recommends for income source diversification.
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CHAPTER ONE

INTRODUCTION

1.1 Background of the Study

The World Bank defines the microfinance institusas those institutions that engage in
relatively small financial transactions using vasanethodologies to serve low income
households, micro enterprises, small scale farraads others who lack access to the

traditional banking services.

In Kenya, the Microfinance institutions can be &@dack before independence. The
colonial Government did not provide credit facdgito the African people and hence
informal credit groups such as Merry go rounds wermed within the societies in rural

areas and clan levels. Microfinance is businessiverg money by way of deposits and
interest on deposits which is lent to others ordusefinance the business, or providing
loans or other facilities to micro or small entésps and low income households

(Microfinance Act, 2006).

Dondo (1999) asserts that the Government and dosramunity assumed that the poor
required cheap credit and as a result credit uniweie set up in effort to mobilize
savings amongst poor people. Kamau (2008) indiddu&isthe overall objective of the
MFI should be to balance between risk and returmmg@ way that it maximizes the
MFI's market value to the owners. She notes thatdbjective of the interest rates is to
earn the highest margin it can in a manner congistéth reasonable stability in the

interest margin.



Suresh (2012) also argues that many MFIs beganfamad sustainable models of
lending to the poor including NGOs, non-bank finahstitutions, and village banks,
basically restricted to loans. Robinson (2001)datkd that 1980s represented the turning
point in the history of microfinance in the MFIs & pioneers such as Mohammad
Yunus founded the Grameen Bank in Bangladesh. ifttiative clearly demonstrated for
the first time that poor borrowers, especially wonveere not only willing to take on

small scale projects funded by loans.

Kenya has witnessed an increase in the numberiafofhance Institutions (MFIs) in
the last decade. These institutions are establigh&tget the poor by providing cheaper
credit. Despite this, most of the poor are not dbleaccess the credit since borrowing
interest rates have been on the increase over ¢hes.yChung (2013) asserts that
Microfinance institutions (MFIs) high interest ratieave been at the center of controversy
from the beginning of microfinance. Microfinance asconcept has been applied
exclusively in attaining financial inclusion of pas earlier excluded from the formal
financial system. The borrowers now have to contevith the additional funds
demanded by the MFIs to meet their operational esge and for on lending to their
customers. This has an effect on the financialgperénce of the MFIs. The objective of
this study, therefore, was to find out whether ¢hexist a relationship between lending

interest rates and the financial performance of BTiVKenya.

1.1.1 Lending Interest Rates

Crowley (2007) defined interest rate as money heergpays for the use of money they

borrow from a lender/financial institutions or fpaid on borrowed assets. Fisher (1930)



considered interest rate as the price of moneytla@adink between income and capital.
He defined interest rate as the price of moneyerper cent of premium paid on money
at one date in terms of money to be in hand onelgea”. Therefore, interest on loans is

the price the lender charges the borrower for uiegporrowed funds.

According to Lloyd (2006) and McConnell (2009), drdst rates are a price paid for
borrowing funds expressed as a percentage per lyean also be defined as the price a
borrower needs to pay to the lender for transfgrparchasing power to the future. Lloyd
(2006) continues to argue that interest rates eankng the most crucial variables with

macroeconomic word in the world of Finance.

In their study, Gardner and Cooperman (2005) foomidthat interest rates represent the
cost of borrowing capital for a given period of énPrice changes are anticipated in the
real world and these expectations are part of thegss that determines interest rates.
Keynes (1936) indicates that rate of interest regmethe cost of borrowing capital for
given period of time, given that borrowing is arsfigant source of finance for the firms,
interest rate are of great importance to them singeeatly affects their income and by
extension their operations. According to Cargil®41), interest rates for lending and
other financial intermediaries represent both a masiion for the loss in value of the
loaned capital arising mainly from inflation as va$ profit margin to compensate the

lender for the default risk he exposes himselfuordy the loan period.

Saunder (1995) asserts that interest rates infeuehe overall economic activity
including the flow of goods, services and finanessets within the economy and as well

as the whole world. He points out that interes¢satlates to the present value to the



future value of money. A high interest rate leaals thigh discount rate thus the present
value of money. On the other hand, a low interast teads to a future cash flow at a

lower discount rate.

Reilly (1979) noted that interest rates includihgde for the deposit taking microfinance
institution are determined by three main factanflation, level of government borrowing
and risk involved. He further found out that initet sets the floor for the interest rate.
No institution can lend at a rate lower than theested inflation rate over the similar
period. The second determinants is the level ofeéBawent borrowing from the public,
this rate forms the basis for the commercial baarkd microfinance institutions while
fixing their interest rates. The risk involved dmetmoney borrowed referred to a risk
premium which is the implicitly included in the @mest rate parity. This means that when
the country’s currency depreciates, the interastmaust be higher than the rate which the

Shilling depreciates.

According to a study by Bernstein (1996), develgpiountries have liberalized interest
rates by allowing the markets forces to determmterest rates. Hence uncompetitive
banking systems, inadequate regulatory framewodkkamrowers that are insensitive to
interest rates undermine the efficiency of marketed credit allocation and disrupt the

transmission of monetary signals with adverse aquneseces for macroeconomic policy.

In her study, Naude (1995) found out that intemadés were maintained below the
market rates and direct control of credit was thismary monetary control instrument of
the authorities. The Kenyan government adoptedXBE amendment Act (the Donde

Act) in 2001. The act allows CBK to regulate instreates. Interest rate influences the



overall level of economic activity, flow of goodadaservices and financial assets within
the economy. It is believed that fluctuations ofrked interest rates exert significant
influence on the performance of commercial bankscodding to Samuelson (1945),
under general conditions, financial institutionsgdifits increase with rising interest rates.
He argued that the banking system as a whole isessorably helped rather than

hindered by an increase in interest rates.

Interest rates are set by the Monetary Policy Cdtemi(MPC) of the Central Bank of
Kenya and are used to control inflation. MPC mairgd CBR at 18% in 2013 implying
that Commercial banks and DTMs charged loans ireexof this rate (CBK Annual

Report, 2012/2013).

1.1.2 Financial Perfor mance

Financial performance is an indicator of how padfle a company is relative to its total
assets. It is measured by return on asset (N&@itB). There has been a wide variety of
definitions of firm performance that have been jsmal in the literature. Performance is
the ability to sustain income stability and growgh profitable banking sector is better

able to withstand negative shocks and contributeedcstability of the financial systems.

The overall financial performance of the Bankinglustry in Kenya in the last two
decades has been improving. However, this doeseénnthat all players in the industry
are profitable; there are those that are decldaages (Oloo, 2009). This does not leave

out the Microfinance Institutions.

Over the past two decades, institutions that maikeotnans to low-income borrowers in

developing and transition economies have focuseckasingly on making their lending
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operations financially sustainable by chargingresge rates that are high enough to cover
all their costs. They argue that doing so will bEsure the permanence and expansion of
the services they provide (Rosenberg et al, 20B8)fit is the ultimate goal of these
micro finance institutions. However, this does nmaan that MFIs have no other goals.

They could also have additional social and econ@uoas.

To measure the profitability of DTMs there are e#yiof ratios used of which Return on
Asset, Return on Equity and Net Margin are the majees (Murthy and Sree, 2003).
Financial measures are expressed in monetary ufts.techniques widely used for
analytical purposes include; ratio analysis, trandlysis and cross sectional analysis. A
ratio is a mathematical expression of an amourteims of another. Chandra, (2005)
noted that ratio analysis gives an objective p&ifra company’s financial performance
because ratios eliminate the size effect. Two diffe firms whose sizes differ can be

compared.

According to Winfield and Curry (1994), computatiohfinancial ratios can be grouped
into five broad categories namely; liquidity, lexge, turnover, profitability and

valuation ratios. Analysis and assessment of MiRkcial performance calls for the use
of various financial ratios. Profitability, Econarrefficiency, Operational efficiency, cost
of operation, asset quality and size was used &byam financial performance in this
study. Profitability ratios were used to analyz®aficial performance of MFIs in Kenya.

Profitability ratios consist of tests used to ewddua firms earning performance.

The major types of profitability ratios are caldeld in relation to sales and investments.

Profitability in relation to sales ratios includegoss profit margin, net profit margin,



contribution ratio, operating expenses ratio wipitefitability in relation to investments

includes; return on investments (ROI), return oniggfROE) and return on total assets.

Robinson (1995) asserts that the potential imphatterest rates on Commercial Banks
financial performance has long been a concerndbcymakers and bankers. Banks and
to the extension Micro finance institutions earsingre therefore affected by
unanticipated changes in interest rates. The expasibanks profitability and net worth

to unanticipated changes in interest rates is vghaeant by the term interest rates risk.

MFIs are facing a double challenge: they have twige both financial services to the
poor and also cover their costs in order to avadkibuptcy (sustainability). Hence to

assess MFIs performance both dimensions must lea tato account (Meyer, 1990).

1.1.3 Effect of Lending Interest Rates on Financial Performance

The level of interest rates charged by Commerc&ii8 and other financial institutions
in Kenya has remained high and has faced a lotiti€ism from time to time. Despite

the efforts by the Government to bring it down tieye still remained high. These high
interest rates are against the regulation in ttreenti finance bill which proposes that
interest rates should be pegged against the Treddlrmaximum interest rate that a
bank or any financial institution may charge fotoan or monetary advance (Ngugi,

2004).

Finance Bill (2011) bill states that no interegerahould exceed four percent of the base
lending rate of the central bank. This however may be applicable if the financial
institution that is making losses. Since thesesra@n be justified by high transaction

costs and risks associated with micro lendings d@ften difficult to differentiate between
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sustainability, profitability and greed (Fernan@®06). This is because lending to the
poor and so the MFIs has to make much more mongpssible up front to cover the
cost of the loan due to the assumed high likelihthadl the borrower will default at some
point. CBK has also come up with a bench mark legadate which commercial Banks

and DTMs are supposed to comply with in their legdi

The impact of interest rate on bank’s profits opesavia two main channels of the
revenues side. First, a rise in interest rate sagbethe amount of income a bank earns on
new assets it acquires. But, the speed of revetjustenent will be a function of speed of
interest rate adjustment. Second, the effect hiogethe amount of loans and securities

held (Were and Wambua, 2013).

A rise in interest rates is good for MFIs due tghdar returns on new investments,
increased profit margins on loans. As a resulthcf Le. increase in interest rates which
lead to good financial performance of the finandgradtitution sends signal of good
returns in the form of dividends. Interest on lo@behind a banks dismal profitability

(Njihia, 2005).

1.1.4 Deposit Taking MFIsin Kenya

Kenya’'s microfinance sector comprises of nearly Rds, with only 50 of these being
registered with their umbrella body, Association Microfinance institutions (AMI).

Only nine of these are licensed by CBK to take d@poThe remaining institutions are
unregulated by the Central Bank and offer micrait® services in combination with

other services (Microfinance (amendment Act), 2013)



A report by Association of Microfinance Institut®im 2013 indicated that the registered
MFIs had a stable assets growth of 30.4% over én@g under consideration and were
worth over KES 220 billion as of December 2011, fuggm KES 129 billion as of

December 2009. It is worth mentioning that EquitgnB independently accounted for
80.4% of the segment’s total assets. Actually, segment's asset growth, without
commercial banks, was less strong, and fairly stagm 2012, with DTMs recording an

adverse growth even with the improved number obdigaking licenses approved that

year.

The interest rates charged by the DTMs in Kenyaramained high and has faced a lot
of criticism from time to time. Despite the effotty the Government to bring it down
they have still remained high. These high interasts are against the regulation in the
current finance bill which proposes that interestes should be pegged against the
Treasury bill /maximum interest rate that a bankaoy financial institution may charge
for a loan or monetary advance. The bill state$ tlmainterest rate should exceed four
percent of the base lending rate of the centrak {&mance Bill, 2011).This however
may not be applicable if the financial institutidrat is making losses. Since these rates
can be justified by high transaction costs andsriaksociated with micro lending, it is
often difficult to differentiate between sustairaipj profitability and greed Fernando
(2006). This is because lending to the poor andheoMFIs has to make much more
money as possible up front to cover the cost of lda due to the assumed high

likelihood that the borrower will default at someint.



1.2 Resear ch Problem

Stiglitz and Weiss (1981) advanced arguments agaigh interest rates. They pointed
out that attempt to charge higher interest rateatmnegly affects the quality of a bank's
loan because of two effects: incentive and adveedection effects. First, it raises the
overall riskiness of the portfolio of assets. Risinterest rates reduces the returns on all
projects and makes less risky projects unprofitlrieentive effect).This makes firms
switch to more risky projects as interest rates.rSecondly, MFIs like banks have to
screen borrowers. This is because at a high bongimierest rate, borrowers may be less
worried about the prospect of nonpayment (advestecson effect). This implies that
the rational profit maximizing MFIs will practiceredit rationing which defeats the
assumption generally made in financial liberaliaatiliterature, that of interest rate

liberalization eliminating credit rationing.

Under inadequate supervision, adverse selectiohoafowers may occur because the
probability of repayment of the loan is negativedlated to the interest rates charged by
the MFIs. A financial institution can be assumedb® maximizing expected profits,
which will depend on the interest rates as wethasprobability of repayment, the bank’s

expected profit could peak at non market cleanmgrest (Diaz-Alejando, 1985).

Mang’eli (2012) in his research study points oudttinterest rate spread affect the
performance of commercial banks, as it increase cb& of loans charged on the
borrowers, regulations on interest rates have éaching effects on performance of
financial institutions since they determine theerest rate spread in banks and also help

mitigate moral hazards incidental to performancecommercial banks, credit risk
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management technique remotely affects the valua bank’s interest rate spread as
interest rates are benchmarked against the assd¥®Ls and NPLs is attributable to
high cost of loans. Despite MFIs having a leewaglwdrging high lending interest rates
which makes them record impressive financial penoice some banks are actually
reporting losses or very small margins despitefséice that they are being controlled by

the same regulatory body CBK.

Gardner et al.,, (2005) indicates that Interest sratietermine the profitability of

Commercial Banks among other factors. High interestes have remained a
macroeconomic problem that has been difficult tonielate. Economic observers and
academicians in Kenya have pointed out that higarést rates are regressive to the

economic development of the country.

These studies however did not study the effecterafing interest rates on performance
of DTMs in Kenya. This leaves the effect of lendimgerest rates on the financial
performance of DTMs in Kenya as being not fullye@shed on yet the country has
witnessed a surge in the number of DTMs in thenegears. It is imperative that the
gap be filled hence the study set to answer tHevimig question. What is the effect of

lending interest rates on the financial performaoiciae DTMs in Kenya?

1.3 Resear ch Objective

To investigate the effect of lending interest ratethe financial performance of deposit

taking microfinance institutions in Kenya

11



1.4 Value of the Study

This research will be of the following practicallwa The Government can use the

published financial statements to plan on tax raedor each individual DTM.

The management of various DTMs will be interestecevery aspect of the financial
analysis since it is their responsibility to enstinat the firm’s financial condition is
sound through effective and efficient applicatioh tbe available resources. Most
importantly is the evaluation by management on bkéfective they are responding to the
challenge of interest rate volatility in their itigtion. It is also important for other DTMs

to do comparison with other DTMs in the same ingust

This study aims at contributing to the theory ofeef of interest rates and financial
performance making a case for applicability. DTMsanagers will better placed in
understanding the effect of interest rate on tharfcial performance of DTMs given that

a good proportion of the DTMs revenue is deriverfloans advanced to customers.

It will be beneficial to researchers and acadesmigiby creating a platform for further
research study on related topics; it will also ast a resourceful tool for other

academicians who intend to undertake the same topieir area of specialization.

This research study will also help to highlight ethmportant variables that require
further research; this may be focusing of otheraldes that have effect on the financial

performance of DTMs in Kenya.

Finally the study will help CBK in policy formulath aimed at controlling and regulating

interest rates in Kenya.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

There are a number of studies that have attemptettvelop theoretical and empirical
works to understand the effects of lending intemasé on financial performance of
deposit taking MFIs. The review provides empirisaddies on lending interest rate in
MFIs and their financial performance and theregftewvides a summary of the literature

review.

2.2 Theor etical Review

This section sheds light on the theoretical franrdwsupported by different authors’

views on lending interest rates and the variousribs of lending interest rates.

2.2.1 Liquidity Preference Theory

The liquidity preference approach views interegtgdrom the supply and demand of the
stock of money in the financial system. The conosps first developed by Keynes
(1936) where he stated that the demand for moneypsessed as a function of level of
income and interest rate. MD=(Y, r) where: MD = ragndemanded: Y =Level of

income r = interest rate. This framework holds that interest rate is determined by the
interaction of supply and demand of money stockcokding to Keynes (1936) money is
demanded mainly for the following motives; trangact precautionary and speculative
motive. He further stated that investors will alwgyefer short term securities to long
term securities. To encourage them hold long teamdb, long term securities should

yield higher interests than short term bonds. Tioeeg the yield curve will always be
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upward sloping. It is based on the observation #laelse being equal, people prefer to
hold on to cash (liquidity) and that they will demdaa premium for investing in non-

liquid assets such as bonds, stocks, and reake3ta¢ theory suggests that the premium
demanded for parting with cash increases as the far getting the cash back increases.
Auerbach (1988) postulates that the rate in theeage of this premium, however, slows
down with the increase in the period for getting ttash back. In financial terms, this

theory is expressed as "forward rates should exiteefliture spot rates".

According to Reilly and Norton (2006), the theofiquidity preference holds that long
term securities should provide higher returns tlsdwort term obligations because
investors are willing to sacrifice some yields twast in short maturity obligations to

avoid the higher price volatility of long maturitpnds.

According to Howels and Bain (2007), an increasedgoence for liquidity in the model
is equivalent to increased demand for money anctfilie demand for money increases
wherever more people think interest rates areylik@rise than believes they are likely to
fall. The study seeks to identify the rationaletloé liquidity preference theory on the
relationship between the money supply in form ail® by MFIs in times of rising and or
falling lending rate, and the financial performarafethe lender. On the other hand the
borrowers will only invest where the returns onithavestment profile exceed the

borrowing rates.
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2.2.2 Market Segmentation Theory

This theory asserts that, long term and short teenurity markets are independent and
there is no causal relationship. Supply and denfiargets in different maturity segments
of market determine rate for that particular segm&he theory was first developed by
Culbertson (1957). The theory assumes that inves$tave strict maturity preferences. In
this case pension funds with long term liabilitiesuld invest in similar bonds while
banks would operate in a shorter horizon. This iegpéxistence of “separated” market

segments each having interest rate determinedslowih supply-demand interaction.

Auerbach (1988) indicated that the vyield curve w@nstructed by connecting the
equilibrium points. This theory asserts that semsiof different maturities are poor
substitutes for one another since they do not lgelkanthe same market segments.
Moreover, Lasher (200&tates thatach market segment has its own supply and demand
picture with independent set of forces pushingdteres back and forth, meaning that
market interest rate in each segment is indepelyddatermined and not related to the

market rate in other segments.

Kinyura (2011) found out that market segmentatibaoty is based on institutional
practices being followed by commercial banks, nfioance institutions, insurance
companies, and investment trusts. The market seigt@m theory according to him
overlooks the fact that there is an overlap betwienmarkets. In Kenya most MFIs
target youth groups and women group in their tamyettomer profile. The loans are
given for varying maturity periods as well as psida terms borrowing interest rates.

MFIs also consider geographical location of thedeers and settings- urban or rural.
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2.2.3 Expectations Theory

Lutz (1940) developed expectations theory. He dtadi@t the theory is built on the
premise of expectations that people will have igard to future conditions. If investors
expect future interest rates to be high, they préifer to hold long term securities and if
the vice versa is true, they will prefer short tesmcurities (Russel, 1992). Other
expectations that will influence securities demanlll include expectations on political
conditions, expected inflation levels, among othbrgestors expecting higher short-term
interest rates are more likely to buy bonds maturmthe short term. If they were to
invest money into a long term debt they might netdble to make as much interest

according to Auerbach (1988).

The theory is based on the assumptions that inngebtive perfect knowledge about the
future short term interest rates, there are nostaxeother costs involved in holding or
trading and investors are assumed to be profit maes. With these assumptions the
theory comes to the conclusion that a long termeredt rate is an average of the expected
future rates on short term bonds. Ignoring the camp interest factor this average will
be a simple average. If the long term rate of egers an average of the short term rates
of interest, if the short term interest rates rike,average will also rise and the long term
interest will also rise. Thus the long term rate/als moves in the same direction in

which short term rates moyBekaert, 1998).

2.3 Deter minants of Financial Perfor mance of MFls

The performance of an MFI is influenced by varitargors such as lending interest rates,

leverage, size of the firm, economic growth anl.ris
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2.3.1 Lending Interest Rate

A higher percentage of revenues generated by M&feecfrom interest income on
lending. This means MFIs with quality loan portéslitend to have a positive growth.
Many investors prefer investing in MFIs with a fiva growth since they are assured
return on their investment (Fernando, 2006). Actagydto Saunder (1995) lending
interest rates influence the overall economic @gtimcluding the flow of goods, services
and financial assets within the economy and as aslihe whole world. He points out

that interest rates relates to the present valtigetéuture value of money.

2.3.2 Leverage

Leverage also has an influence on firms’ performreankccording to Stiroh (2008),
entities with higher profit rates will remain loveveraged because of their ability to
finance their own sources. On the other hand, l tlegree of leverage increases the risk
of bankruptcy of companies. Total assets are censitto positively influence the
company'’s financial performance, assets greatemimgdess risk (Barton and Gordon,

1987).

2.3.3Sizeof theFirm

The size of the company can have a positive effectinancial performance because
larger firms can use this advantage to get sonandial benefits in business relations.
Large companies have easier access to the mostrtanpdactors of production,

including human resources. Also, large organizatioften get cheaper funding (Akhigbe

and McNulty, 2005). Also, large organizations alpkedo get cheaper source of funds to
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enable them to be competitive. Such funds howeame with conditions which can be

easily met by large organizations (Morgan and Sgkn@009).

2.3.3 Risk and Economic Growth

Risk and growth are two other important factorsluafcing a firm’s financial

performance. Since market value is conditioned Hgy dompany’s results, the level of
risk exposure can cause changes in its market v&agenomic growth is another
component that helps to achieve a better positiorth@ financial markets, because
market value also takes into consideration expefttede profits (Bekan, 2011). Since
market value is conditioned by the company’s resuhe level of risk exposure can
cause changes in its market value and thereby hois perceived in the market

(Montgomery, 2008).

2.4 Empirical Review

Saunders and Schumacher (2000) in a study in si@pean countries and the US using
data from 614 banks for the period 1988 to 199%yndb out that the regulatory
requirements and interest rate volatility had digant effects on bank interest rate

margin across these countries.

According to a study that was carried out by Wengh@002) on the impact of interest
rate shocks on the performance of the banking sdeédound out that a rise in the Hong
Kong dollar risk premium, signified by a wideninfj the spread between Hong Kong
dollar and US dollar interest rates, would influet@nks’ profitability mainly through its

impact on asset quality that affects provisionitngirges and net interest margin. The

objective of his study was to establish the impaictnterest variation on the bank
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performance where he sampled two banks and anatiatedirom 1992 to 2002 a period

of ten years.

In his study, Njihia (2005), found out that thedc@mponent have a significant effect on
qguoted banks profit. If banks do not get enoughodiép, capital adequacy level may be
affected and extension of loans may not be doneéienterest on deposits is an
important consideration. Different degrees of @&#gt leads to non-proportionate
changes in the value of assets and liabilities adket interest rates change which then
affect the value of the banking firm. The behawbrinterest rate spread is critical in

analyzing this issue

Boldbaatar (2006) carried out a study to estabfithere was any relationship between
commercial banks' interest rate spreads used idingnand deposit rates. The study
intended to examine factors that affect interett spread in SEACEN countries banks.
He sampled 40 banks from 6 different countries dagethe period from 4th quarter of
1998 to 4th quarter of 2004. The data for study wlatained from financial statements
which were distributed to member central banks. Stuely revealed that banks' spreads
are influenced by bank specifics, market forces #red regulatory environment. The
findings of the study indicate that the factorsttimcrease the spread in the selected
SEACEN countries include market concentration aeditrisks. However, bigger banks

tend to operate with lower spreads due to betteragerial efficiency.

According to a study carried out by Grenade (20@7pstablish the determinants of
commercial Banks interest rate spreads in Eastanbi@an Currency Union over the

period 1993 to 2003. In his study, he sampled 8idor banks and 8 indigenous banks.
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The study used panel data techniques to measureelinance of micro and macro
factors in determining commercial banks interet# spread over the period. The results
found out that spreads were strong and persistgehtiyved little signs of narrowing. He
also found out that foreign owned banks were opegatith larger spreads compared to
their indigenous counterparts. The results alsacatdd that the observed spreads were
attributed to the high level of market concentmatidigh operating costs and non-

performing loans and the regulation of savings depate by the Central Bank.

Adofu and Audu (2010) used ordinary least squarthatketo ascertain the assessment of
the effects of interest rates deregulation in enimgnagricultural productivity in Nigeria.
The study found out that interest rate play a $iggmt role in enhancing economic
activities and as such, monetary authorities sheakure appropriate determination of
interest rate level that will break the double edffect of interest rate on savers and local

investors.

Rasheed (2010) used error correction model (ECM)inwestigate interest rate
determination in Nigeria. The study found out tlzest the Nigeria financial sector
integrates more with global markets, returns oeitpr assets will play a significant role

in the determination of domestic interest rates.

Kipngetich (2011) using regression model to ingzde the relationship between interest
rates and ROE with financial performance as thepeddent variable and interest rate as
the dependent variable established that therepagsdive relationship between the two
variables though the effect of interest rates afifability is not significant in the all the

financial institutions. In his view all the otheadtors which influence profitability needs
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to be enhanced to in order to improve the finangeaformance of financial institutions

in Kenya.

Mang’eli (2012) using descriptive research desigrhis study of relationship between
interest rate spread and financial performance ashroercial banks points out that
interest rate spread affect the performance of ceroia banks, as it increase the cost of
loans charged on the borrowers, regulations omasteates have far reaching effects on
performance of commercial since they determineiniberest rate spread in banks and
also help mitigate moral hazards incidental to grenince of commercial banks, credit
risk management technique remotely affects theevafua bank’s interest rate spread as
interest rates are benchmarked against the assdcidonperforming loans.
Nonperforming loans affect the performance of Commmaé Banks due to the provision

effect and follow up costs involved.

Onyekachi and Okoye (2013) examined the impact afkblending rate on the
performance of Nigerianian Deposit Money Banks leetw 2000 and 2010. It
specifically determined the effects of lending rated monetary policy rate on the
performance of Nigerian Deposit Money Banks andlyaea how bank lending rate
policy affects the performance of Nigerian depasitney banks. The study utilized
secondary data econometrics in a regression, wiraeeseries and quantitative design
were combined and estimated. The result confirmhed the lending rate and monetary
policy rate has significant and positive effectstba performance of Nigerian deposit

money banks.
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2.5 Summary of Literature Review

The studies done so far in this area have focusadlynon the relationship between
interest rates and financial performance in theroensial banking sector as indicated by
Wensheng (2002), Boldbaatar (2006) and Njihia (208%om the overview of these
studies, it is apparent more light needs to be gh#us area of research by widening the
scope of the study to concentrate on MFIs. It isstmperative that the gaps be filled
hence the study set to answer the following questivhat is the effect of lending

interest rates on the financial performance of dégaking MFIs in Kenya?
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter explains the methods used by the stufyfill its set objectives. It captures

the research design, a description of the populatiata collection and analysis.

3.2 Resear ch Design

The research utilized descriptive research deg\goording to Mugenda and Mugenda
(2003), descriptive research is a process of dotigalata in order to test hypotheses or
to answer questions concerning the current stafuthe® subjects in the study. A
descriptive study determines and reports the wengshare. Descriptive research is used
to describe characteristics of a population or ph&anon being studied. It does not
answer questions about how/ when/why the charatiterioccurred. Rather it addresses
the “What” question hence descriptive research feasd to be in tandem with the
research question which sought to answer the questWhat is the effect of lending

interest rates on financial performance of MFI&Kanya?

3.3 Population

The target population of this study was depositn@gkMFIs regulated by CBK as at
December 2013. By $1December 2013, the deposit taking MFIs stood §Appendix

1)
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3.4 Data Collection

The study entailed use of secondary data obtaireed the following sources; Data on
borrowing interest rates trends and monthly avesrdgem the individual deposit taking
MFIs. Annual financial statements and banking svipem reports on the deposit taking
MFIs under consideration were obtained from thet@¢mBank of Kenya Website and
the deposit taking MFIs themselves. The study alsed secondary data from the
Association of Microfinance Institutions in KenyAMFIs). The study period was from

2009-2013.

3.5 Data Analysis

The study used multivariate regression model terdahe the relationship between the
dependant and the independent variables. The steely Statistical package for Social
Sciences-SPSS version 22, to aid in data analysis.

3.5.1 Analytical Model

A multivariate regression model for this study was o + f1X1+ B2X2+ BaX3+ ¢

X1= Lending interest rate

X2= Operating cost efficiency
X3= Management Efficiency

Bi = Co-efficient of variable that measures the responsiveness of a unit changéor a

unit change in
€ = Error term

Where;
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Y = Financial performance as measured by ROA. R@& measured by taking a ratio of

Net profit after taxes/Total assets.

a = the regression constant

X1 = Lending interest rate as measured by ratio tef@st income to asset generating the

income.

X2 = Operating cost efficiency as measured by ratioperating cost to net operating

Income.
X3 = Management Efficiency as measured by Non intengsense to total assets

The findings are shown in appendix III.

3.5.2 Test of Significance

The Pearson product moment coefficient (R) was usee@stablish the association
between the variables (Financial performance analiog Interest rates) based on the
population data. A co efficient of determination2jRvas performed to determine how
much of the dependent variable comes about asui oeéthe independent variable being
tested. The study tested R2 at 95% significancel.leho test the significance of the

findings, analysis of variance (ANOVA) was done.
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4.1 Introduction

This chapter presents the findings on the effectentling interest rates on financial
performance of deposit taking micro finance insioios in Kenya. The study assessed all
the 9 DTMs in Kenya within a five-year period; froB009 to 2013. The data was
collected on: net profit after taxes, total assetterest income, loan and advances,
operating cost, net operating income, non-inteegiense. To achieve the study’s

objective, the data obtained was analyzed througftipte linear regression analysis.

4.2 Descriptive Statistics

Table 4.1 gives the summary statistics of the nvamables that have been included in

the model including: minimum, maximum, mean, stadddeviation, skewness and

kurtosis.

CHAPTER FOUR

Table4.1: Descriptive Statistics

DATA ANALYSIS, RESULTS AND DISCUSSIONS

ot 1=
.. © () >
Statistic =T =) s g
ROA | £ 8 =2 § g §
g 8= 8=
Bz | S§ &8 i
N 33 33 33 33
Minimum -.2100 .0740 .1440 .7669
Maximum .9500 .2800 2.5840, 2.9326
Mean 02627 .21847 .39026| 1.1485
Std. Deviation 17588 .03769 141068 4824
Skewness Statistic 4.685 -1.614 5.043 2.158
Std. Error .409 409 409 409
Kurtosis Statistic 25.556 5.682 27.421 5.032
Std. Error| .798 .798 .798 .798

Sour ce: Resear ch Findings
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The results showed that return on assets (ROAphadan of 0.0262 with a minimum of
-0.2100, a maximum of 0.950 and standard deviatioQ.17588. This depicts that on

average, the DTMs have been making profits withanftve year period. However, some
DTMs made huge losses given a minimum value of1@.ZThis is also shown by

standard deviation value which was higher thanrigan value which depicts a high
variability in performance. Maximum value of 0.98Bow that some DTMs experienced
very high profitability that almost equaled thegsat value. This owes to the fact that
financial sector is not capital intensive. ROA hslcewness of 4.685 and kurtosis of

25.556. This depicts a positively skewed and higidgked distribution.

Lending interest rate had a mean of 0.218, mininofi®.074, maximum of 0.280 and a
standard deviation value of 0.0377. This shows dmahverage, the DTMs charged high
interest rates of 21.8%. Some DTM charged lendatgsras high as 28% while others
charged as low as 7.4%. There was less variallitgnding interest rate charged from
one DTM or from one period to the next given a dtad deviation value of 3.8%.

Lending interest rate had skewness of -1.614 anmtbsig of 5.682. This points to a

negatively skewed and moderately highly peakedibigton. That is, most of the data

were lower than the mean value of 21.8%.

Management efficiency had a mean of 0.390, mininofit®. 144, maximum of 2.584 and
standard deviation value of 0.411. Thus, the DTMegally incurred non-interest
expense of Ksh0.39 on every shilling invested sessirrespective of its class. However,
while some DTMs incurred as low as Ksh0.144 othecarred as high as Ksh2.584 on
every shilling invested in assets. As depicted iy variance between minimum and

maximum values, standard deviation value of 0.4hickvis higher than the mean shows
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that there was high variance in management efftgiewhile some DTMs are efficient,
some were not efficient in any sense as also dapibly the kurtosis. Management
efficiency had skewness of 5.043 and kurtosis od2%. This depicts a positively skewed

and very highly peaked distribution.

Operating cost efficiency had a mean of 1.1485,imum of 0.7669 and maximum of

2.932. The descriptive statistics shows that omeaes every shilling of income attracted
Ksh1.1485 in operating costs. However, this figwes as low as Ksh0.7669 or as high
as Ksh2.932. This is true to the low performancéhefDTMs. Standard deviation value
of Ksh0.4824 show high variability in the DTMs’ apéing cost efficiency. Skewness of

2.158 and kurtosis of 5.032I depict positively skevand moderately peaked distribution.

4.3 Pearson Correlation Analysis

After the descriptive analysis, the study conducksshrson correlation analysis to
indicate a linear association between the prediatetl explanatory variables or among
the latter. It, thus, help in determining the styttis of association in the model, that is,
which variable best explained the relationship leetw lending rate and financial
performance as measured ROA. It also helped irdoherivhich variable(s) to drop from

the equation given low linear relationship or nadtlinearity.
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Table4.2: Correlation Matrix

Variable Statistics ROA Lending | Management
interest | Efficiency
rate

Lending Interest Rate | Pearson Correlation .60271 1

Sig. (2-tailed) .026

Management Pearson Correlation -.453* -.017 1

Efficiency Sig. (2-tailed) .016 .924

Operating Cost Pearson Correlation -.494*4  -0.369 0.399

Efficiency Sig. (2-tailed) .009 135 .607

N 33 33 33

*. Correlation is significant at the 0.05 leveltgled).
**_Correlation is significant at the 0.01 leveH@iled).

Sour ce: Resear ch Findings

From the Table 4.2, it can be deduced that there avgood, positive and significant
correlation between ROA and lending interest ratergcorrelation value (R) of 0.602 at
p = .026. There was a good, significant but negatierrelation between ROA and:
management efficiency (R = -.453; p = .016); ampgrating cost efficiency (R = -.494; p

=.009).
4.4 Linear Regression Analysis

The linear regression method used for this study tha least squares method. This was
used to determine the line of best fit for the mdakeugh minimizing the sum of squares
of the distances from the points to the line ofthi#sThe regression model was of the

form:

ROA =a + B,LEN + BoMGT + BsOPE +¢

Whereby ROA is return on assets,is regression constant, — B3 iS regression
coefficients, LEN is lending interest rate, MGT nsanagement efficiency, OPE is

operating cost efficiency, ards error term.
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Table4.3: Model Summary

R R Square | Adjusted R | Std. Error
Square of the

Estimate

.630° .397 .316 1744325

a. Predictors: (Constant), Operating Cost Efficiennending Interest Rate, Management
Efficiency
b. Dependent Variable: ROA

Sour ce: Resear ch Findings

The model had a Correlation value of 0.630 whiclpicte good linear relationship
between predicted and explanatory variables. Thdeinwas also moderately strong
owing to R-square values of 0.397 which was adfugbe errors to 0.316. This depicts
that the independent variables explains only 31.6f6the changes in financial

performance as measured by ROA.

Table4.4: Analysisof Variance (ANOVA)

Sum  of | df Mean F Sig.
Squares Square
Regression 107 3 .036 4.178 .035b
Residual .882 29 .030
Total .990 32

a. Dependent Variable: ROA
b. Predictors: (Constant), Operating Cost Efficieriending Interest Rate, Management

Efficiency

Sour ce: Resear ch Findings

Table 4.4 shows that the model was significant gwiao F-test value of 4.178 at

significance value of 0.035 (p < .05). Belle (2088&)ted that insignificant F-significance
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indicates weak regression model as means of thepgréindependent and dependent

variables) are equal. Thus, the study’s regressiodel was good.

Table 4.5: Regression Coefficients

Unstandardized | Standardized | t Sig. Collinearity
Coefficients Coefficients Statistics
B Std. Beta Tolerance | VIF
Error
(Constant) -.053 .264 -.199 .843
Lending interest | .720 | .944 154 762 .024 .751 1.332
rate
Management -.071 | .113 -.165 -.628 .036 445 2.250
Efficiency
Operating cost -.044 | .103 -121 -.429 .016 .384 2.603
efficiency
Sour ce: Resear ch Findings
a. Dependent Variable: ROA
From table 4.5 above, the following regression &quavas established:
ROA =-0.053 + 0.720LEN - 0.071MGT - 0.0440PE = ®35

From the model, when other factors (lending intemede, management efficiency,

operating cost efficiency) are at zero, the finahperformance (ROA) will be -0.053.

Holding management efficiency and operating cd#tiehcy constant, a unit increase in

lending interest rate would lead to 0.720 incread®TMs’ financial performance.

Holding other factors (lending interest rate, ofiatacost efficiency) constant, a unit

increase in management efficiency would lead to.G¥ D decrease in DTMs’ ROA.

Furthermore, holding lending interest rate and rgan®ent efficiency constant, a unit

increase in operating cost efficiency would lead @044 decrease in DTMs’ ROA.
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Variance Inflation Factors (VIF) shows that theselack of collinearity amongst the
independent variables as the VIF values were bélmvcritical value of 10: lending
interest rate (1.332), management efficiency (2.2&80d operating cost efficiency
(2.603). As stated by Studenmund (2006), the veeafthe square of the estimate's
standard deviation) of an estimated regression ficaaft is increased because of

collinearity. This depicts lack of collinearity gems in the model.

4.5 Inter pretation of the Findings

The research sought to determine the effect ofibgnidterest rates on the financial

performance of the DTMs in Kenya.

The correlation matrix for the three variables shawat there are good correlations
between individual independent variables and DTfitglncial performance as measured
by ROA. However, only the correlation coefficienttiveen lending interest rate and
ROA was positive. There was negative correlatiotwwben management efficiency and
operating cost efficiency as independent variabtes ROA. That is, increase in lending
interest rates would yield positive results on R@Ajle management and operating cost

efficiency would decrease ROA.

From the regression results, lending interest (@ate .024) was found to be significant in
explaining DTM’s financial performance (ROA) betteen management efficiency (p =
.036) and operating cost efficiency (p = .016). Bige@ment and operating cost efficiency
led to negative financial performance. The explanatariables explain 31.6% of the
variation in the dependent variable. Jointly, b# variables were found to be significant

as depicted from the F-statistic (p = .035).
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To test the significance of the findings, analysissariance (ANOVA) was done. A p-
value of 0.035 was registered indicating that thlationship was significant since the
value is below the recommended value of 0.05 & las F-value of 4.178 also confirms
the same findings since it's above the recommended of 1 or below.

Pearson correlation analysis established that mgniditerest rates were positively related
to financial performance while management efficieanod operating cost efficiency had

a negative relation.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Introduction
This chapter provides a summary of the study, dsioms and conclusions. The
researchers then present the major limitationdh@fstudy and the recommendations for
further research and for the policy and practidee $tudy sought to determine the effect

of lending interest rates on financial performaat®TMs in Kenya.

5.2 Summary

The study employed annual secondary data on lendiagest rates, DTMs’ management
and operating cost efficiency and ROA which weretasted DTMs’ financial

performance from the CBK and DTMs’ offices. Thedstuegression model expressed
ROA as a function of lending interest rates, opegatost efficiency and management
efficiency. The study covered a period from Januzd99 to December 2013 and data

were analyzed using multiple linear regression rhode

The correlation matrix for the three variables shawat there are good correlations
between individual independent variables and DTfitglncial performance as measured
by ROA. However, only the correlation coefficienttiveen lending interest rate and
ROA was positive. There was negative correlatiottvben management efficiency and
operating cost efficiency as independent variables ROA. That is, increase in lending
interest rates would yield positive results on R@#/Ajle management and operating cost

efficiency would decrease ROA.
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From the regression results, lending interest (@te .024) was found to be significant in
explaining DTM’s financial performance (ROA) betteen management efficiency (p =
.036) and operating cost efficiency (p = .016). Bige@ment and operating cost efficiency
led to negative financial performance. The explanatariables explain 31.6% of the
variation in the dependent variable. Jointly, b# variables were found to be significant

as depicted from the F-statistic (p = .035).

5.3 Conclusion

DTMs’ ability to improve informational asymmetrieégtween borrowers and lenders and
their ability to manage risks are the essence eir throduction. These abilities are
integral components of their output and influenioe managerial incentives to produce

financial services prudently and efficiently.

The literature on financial intermediation suggestat commercial banks including
DTMs, by screening and monitoring borrowers, calvespotential moral hazard and
adverse selection problems caused by the imperfenimation between borrowers and

lenders.

Interest rate is the cost of borrowing and alsopagment to a borrower of funds to the
lenders of the use of money borrowed. The inter&st and loan and advances had a
significant and positive impact on interest inconmea higher interest rate environment,
an increase in lending rates usually larger thanirtbrease in deposit rates, which result
in pushing up the DTMs’ spreads. When interest nateeases, lending rates tend to

adjust more quickly as compare to deposit rateseffect the demand for and allocation
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of available loanable funds. As higher intereseésaliscourage borrowing and encourage

savings.

Lower interest rate encourage borrowing and ecoa@mwth i.e. the lower the interest
rate, he higher the profit expectation as busiaes®xpected to pay certain percentage of
the money borrowed (little) as interest for fundrbwed. Conversely, the higher the rate

of interest the less the profit expectations

However, high rate of interest to the borrowersl@mding has contributed to banks’
failure in higher-risk segments of the credit markehis involved elements of moral

hazard on the part of both the DTM and their boexswy

5.4 Recommendation for Policy

It is feared that further increase in the interasé would slow the growth of advances
and increase in the bad debts. Short term inteagstchanges was a serious issue among
shareholders, managers and analysts and most DfTthis represent no serious threat on
long term interest rate that would affect the peniance and credit rating of financial

institution.

The findings clearly suggested that main determimfrDTMs profitability are interest
rate, loan and advances. The only way to incread@d<profitability by way of having
good quality portfolio in terms of assets, checll aalance system developed to monitor
closely such default risk and interest rate rislksuédlly DTMs and other financial
institutions have different polices in place to ntonthe customer credit worthiness in

the form of KYC, AML, watch list, credit rating aredectronic credit information bureau.
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The study recommends that DTMs in Kenya should sas$leeir clients and charge
lending interest rates accordingly. Ineffectivedeny interest rate policy increases the
level of lending interest rates and consequentifopmance. The study also recommends
that DTMs should apply stringent regulations ordiag interest rates charged to regulate
their lending interest rates and enhance periatialar credit risk monitoring of their

loan portfolios to reduce the level of Loans pearfance.

The research recommends that DTMs should judicjoosnage their interest rate to
improve their financial performance since it hapasitive effect on their financial

performance and also recommends for income souveesdication.

All the results suggest higher efficiency lead$otwer lending interest rates. To increase
efficiency, technology use and management qualégdnto be considered. Further,
because the effect of efficiency on lending ratesdases with the initial size of MFls,
governments need to consider the possibility ofefiisg mergers and acquisitions in this
sector. Given the lending technology that most M8, how much public policy could
help increase efficiency will depend on how difficis for loan officers to reach their

target clients.

Loan portfolio performance was influenced by théeakto which the DTM can recover
loans from its clients and the amount of returreg the portfolio yields. However, the
study discovered that this can be achieved wherDId lends at favourable interest
rates such that the demand for the loans increfisesncreasing demand for the loans

should not however compromise the DTMs’ credit ngamaent policies. The DTMs
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should therefore ensure that the customers areuatidy screened to eliminate those

who cannot repay the loans.

5.5 Limitations of the Study

A number of limitations could be pointed out forstistudy. Firstly, this descriptive and
correlational study relied on secondary data wiiatl already been compiled by DTMs
from reporting to CBK. Data was used as they wdrainoed from the sources and the
researcher had no means of verifying for the viglidf the data which were assumed to
be accurate for the purpose of this study. Theystedults are therefore subject to the

validity of the data used.

Secondly, the study was conducted in DTMs and esults may not be generally
applicable in other financial firms such as SACC@snmercial banks and other MFIs

that are not deposit taking.

Finally, the study used the ordinary least squageassion method of analysis which may
have its own weaknesses compared to other methddsh wnay limit the general

applicability of the study results.

5.6 Suggestions for Further Research

The study recommends that future studies should gakolistic view of the effect of
lending interest rates of financial performancedoynparing these effects in financial
sector subsectors such as commercial banks, SACOUOds and general MFIs. This

would be useful for comparison reasons.
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Future studies can also use primary data as thisldwbelp capture qualitative

information that cannot be quantitatively captuirefinancial statements.

Finally, future studies could also look at the intt rate spread so as to capture market
imperfections or intermediation issues in the retahip between lending interest rates

and financial performance.
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APPENDICES

Appendix |: List of the Registered DTMsin Kenya as of 31st December 2013.

1.

Faulu Kenya DTM Itd

2.

Kenya Women Finance Trust DTM Limited

. SMEP Deposit Taking Microfinance Limited

. Remu DTM Limited

. Rafiki Deposit Taking Microfinance

. UWEZO Deposit Taking Microfinance Limited

. Century Deposit Taking Microfinance Limited

. SUMAC DTM Limited

. U&I Deposit Taking Microfinance Limited

Source: Central Bank of Kenya Website
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Appendix I1: Data Collection Form

A. DTM PROFILE
1. NamMe Of DTIM... i e e e e e
2. Year of EstabliShment... ...
3. Current Number of employees (Tick where appropyiate
Below20{ } 21-50{ }51-100{ } 01 andabove{ }

B. FINANCIAL PERFORMANCE OF THE DTM FROM 2009-2013.

Year/ Performance | 2009 2010 2011 2012 2013

measure

NET INCOME (Total
Revenue —  Total

expenses)

~—+

Total Assets (Curren

+ Non-current Assets)

ROA (Net income
Total Assets)

Total Operating costs

Total Non-interes

expenses
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Appendix I11: Raw Data

DTM Year | ROA % | B
T |58 |2 &
8z 3§ | &8SE
Faulu Kenya DTM Ltd | 2009] -0.10%| 20.20980.00% | 110%
2010 | -3.00% | 21.60%38.40% | 114%
2011 | 0.20% 19.40%32.90% | 96%
2012 | 0.70% 26.40%27.60% | 95%
2013 | 95.00% | 25.21%34.70% | 93%
Kenya Women Finance| 2009 | 4.30% 20.90%18.70% | 80%
Trust DTM Limited 2010 | 1.60% 23.909%22.00% | 89%
2011 | 1.50% 22.30%24.50% | 93%
2012 | 0.90% 27.50%27.90% | 95%
2013 | 1.80% 23.10%18.80% | 77%
SMEP Deposit Taking | 2009 | 5.00% 19.10%21.70% | 94%
Microfinance Limited | 2010 | 0.30% 18.60%22.90% | 97%
2011 | 0.90% 21.70%24.10% | 95%
2012 | 2.10% 23.90%25.80% | 88%
2013 | 3.62% 21.82%20.75% | 78%
Remu DTM Limited 2011 -11.6094 19.20p65.20% | 178%
2012 | -4.90% | 28.00%52.50% | 147%
2013 | 0.12% 25.109%51.60% | 95%
Rafiki Deposit Taking | 2011 | -3.50% | 7.40%| 38.80% 210%
Microfinance 2012 | 0.40% 23.30%45.50% | 97%
2013 | 0.32% 24.40%42.61% | 95%
UWEZO Deposit 2011 | -13.60%| 17.10%34.30% | 190%
Taking Microfinance | 2012 | 3.20% 23.50%27.00% | 81%
Limited 2013 | 7.80% | 19.60%14.40% | 77%
Century Deposit Taking| 2012 | -21.00%| 21.40%258.40%| 293%
Microfinance Limited | 2013 | -6.60% | 24.80%17.30% | 139%
SUMAC DTM Limited | 2009 | 3.30% 18.009044.30% | 83%
2010 | 5.30% 20.90%32.80% | 77%
2011 | 6.00% 24.60%27.30% | 80%
2012 | 2.70% 25.10%48.10% | 92%
2013 | 3.52% 21.529%39.51% | 97%
U&I Deposit Taking 2012 | -2.50% | 19.30%26.10% | 110%
Microfinance Limited | 2013 | 2.90% 22.10%31.40% | 81%

Sour ce: Resear ch Findings
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