
Adjusting Microfin for the Cashflow Impact of COVID-19 

 

Howard Brady  Page 1 of 10 

 hbrady@mfiresources.org  

Executive Summary 

Papers recently published explore MFI operational and client specific recommendations in response to 

the Global COVID-19 disease caused by the novel coronavirus pandemic.  This paper provides some 

insight in how to use the financial projection software, Microfin, in determining the MFI financial and 

cash flow implications once operational decision have been made. 

 

It’s all about cash 

Business operations can suffer accounting losses for months and even years and still thrive.  Amazon 

and Uber are just two such examples.  However, without cash to pay employees, suppliers, and 

eventually financiers, the operations will come to a grinding halt.  Thus, MFIs need to project the impact 

that cash inflows and outflows will have on their business viability and immediately communicate those 

impact scenarios to lenders, financiers, central banks, with clarity, transparency, and frequency if they 

are going to survive. 

 

Cash Inflows: 

Cash from borrowers 

Borrowers are likely going to have a more difficult time paying their loans due to decreased economic 

activity when governments mandate that individuals “shelter in place” for a period of time.  In addition, 

branches or other physical payment locations may not be open for business, and loan (collection) 

officers, may be temporarily sidelined as well. 

   

Microfin Implications 

In a less severe case, the MFI may just need to adjust the loan loss reserve ratio, the loan write off ratio, 

and the client retention ratio.  The first two items are found on the branch sheet, as shown below: 
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The client retention ratio is found on the Product Activity Sheet as shown below: 

 
 

In a more severe case, you may want to model the complete suspension of all loan recoveries.  To do 

this in Microfin, you’ll need to be in advanced mode and adjust how Microfin treats the historical loan 

portfolio: 
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You will also need to consider refinements to the current loan portfolio.  First on the Product Design 

Sheet: 

 
 

And then on the Product Activity Sheet: 

 
In each of these screen shots above, the loans were for six months with a suspension of payments for six 

months starting in March 2020 and starting back up in September 2020, making a new loan term of 12 

months.  In September 2020 loans were again being made for 6 months 

 

Cash flows from savers: 

Savers probably aren’t going to save much during this crisis, but the cash flow implication hits the 

outflows of savings, discussed below. 

 

Cash flows from investors: 

Investors are rightfully nervous during this pandemic.  That said, you need to give them all comfort that 

you are communicating truthfully, frequently, and accurately.  You will likely need additional financing 

during this period, as repayments are not coming from borrowers, and there are likely additional 

outflows to savers (see below).  I am aware that government backed facilities are being established or 

are already in place in the United States and the United Kingdom to backstop banks.  However this may 

not be the case in many other countries, or the central bank may be more concerned with larger 

national banks than smaller Microfinance focused institutions.  Now is the time to review your lending 

facilities and make plans for fresh loans or expanding existing facilities with existing sources. 
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Microfin Implications 

In Microfin, you will input addition borrowings from existing sources on the Fin Flows sheet: 

 
In the example above, the MFI has successfully negotiated a 20,000,000 increase in the facility from 

“Local Bank”. 

 

Cash Outflows: 

Cash flows to borrowers: 

You will need to make some difficult decisions regarding how you treat borrower disbursements.  In a 

less severe case, you may consider extending the same amount of a loan to the borrowers instead of 

increasing that loan size. 

 

Microfin Implications 

Adjustments would be done on the Product Design Sheet: 

 
Perhaps the sixth and subsequent cycles would be a bit more than the fifth cycle as shown above. 
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You may also want to consider not making any additional loans to those who aren’t already borrowers.  

This is done on the Product Activity Sheet: 

 
The negative figures are needed to reduce the number of new loans Microfin projects based on client 

retention.  These numbers are found in the reporting section “clients discontinuing this product” in April 

and May 2020 as shown below. 

 

 
 

In a more severe case, you may want to suspend all disbursements for all or a portion of clients for a few 

months.  The example below assumes no loan disbursements for 6 months for 100% of the clients. 

 
 

Cash flows to savers: 

As mentioned above, savers will probably need some of their liquid savings, and those who don’t 

withdraw all of their savings are probably not going to be saving much during this time. 
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Microfin Implications 

In the example below, half of the savers took out all of their funds and those who remained kept their 

average amount saved balance at the same level.  Note that the amount of savings deposits decreased 

from 22 million to 11 million. 

 

 
 

Cash flows to investors: 

As mentioned above, investors need communication.  If investors are not willing to extend more credit, 

you should inform them of your ability to make good on currently due installments and pay what you 

can.  However you may need to make important decisions as to if you want to be in default with a 

lender at the expense of employees. 
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Cash flows to employees: 

Each MFI should carefully consider what payments to employees can and should be made in this time of 

crisis.  Some may need to lay off some employees, other MFIs may feel an absolute need to retain 

employees to keep contact with borrowers.  Some may need to reduce salaries or suspend salaries for 

the well compensated executive team. 

 

Microfin Implications 

Temporary adjustments to number of employees and the amount that they are paid is done on the 

branch and head office sheets: 
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In the example above, no adjustment to branch staffing was made.  The slight increase in salaries 

reflects additional responsibilities for loan officers as they progress from Entry Level to Secondary Level, 

and so on. 

 

The head office salaries will be treated a bit differently: 

 
In the example above, the executive staff are forgoing their salaries and the other head office personnel 

have taken a temporary 50% decrease in their salaries. 
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Overall Implications: 

The cash flow section of the financial statements shows the potential impact of some of the decisions 

made above: 

 

 
 

Comparing a non-affected month of March 2020 with what may happen in April and May 2020 provides 

some insight into the need to accurately assess the situation, run scenarios, and make some important, 

difficult decisions.  Once those are made, communicating the likely results to stakeholders will be of 

utmost importance.  Microfin can help in that regard. 
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Conclusion: 

Microfin is a useful tool to reflect the financial implications of operational decisions during normal times, 

however if users are initially comfortable with Microfin and have reconciled its projections with actual 

results, it becomes an invaluable tool to make adjustments to the business plan and communicate those 

to important stakeholders in times of crisis.  


