
Cajas Municipales continue to face

challenges due to low portfolio

quality, slow loan portfolio, and high

financial and operating expenses. 

These challenges are reflected in

their portfolio performance indicators

and are in line with the average

indicators of financial institutions

with MSE (micro and small

enterprise) portfolios.

Benchmark Trends of 

Cajas Municipales versus

Benchmark Trends of

Financial Institutions with

MSE Portfolios
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Entrepreneurs’ investment decisions regarding their

businesses and/or new projects are affected by the high

political and economic uncertainty in the country. In

MicroRate's opinion, stakeholders are waiting for further clarity

on the macroeconomic situation and the future direction of

the new Peruvian government. 

This explains, to a certain extent, the

slow recovery of lending activities

and the lower risk appetite of

lenders. Lenders have adopted more

conservative strategies in line with

the pandemic, including focusing on

their “best” clients,  restricting

portfolio development (especially for

new clients), exploring other markets

and reducing risks.
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While the average portfolio at risk is better than in

the last two periods, some Cajas Municipales have

been cleaning up their rescheduled portfolio. They

reported higher levels of refinanced loans (8 basis

points higher than in previous years) from clients

who only repaid small amounts since the

beginning of the pandemic or made not

repayments. In MicroRate's view, the

microentrepreneurs who were granted debt

service relief were still not able to recover from the

impacts of the pandemic.  
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To be cautious, Cajas

Municipales have been

voluntarily increasing

provisions to absorb

potential losses on

rescheduled loans. This

healthy practice enables

them to have a more

transparent, reliable and

accurate representation of

their financial position.

Portfolio at risk Write-offs Provisioning covergae

Credit	Risk
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Financial expenses have been reduced

in order to mitigate the impact of lower

financial income. Despite a slight

increase in leverage, the higher volume

of savings deposited show higher levels

of public confidence in Cajas

Municipales even though deposit

interest rates are lower than other

financial institutions. 

Provision coverage is within the

average of financial institutions

with MSE loan portfolios. It is

also higher than comparable

months of previous years, in line

with the anticipation of higher

levels of portfolio at risk.

However, this coverage could still

be insufficient if the negative

trend in portfolio quality

continues.
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Cajas Municipales are on their way to becoming one

of the most efficient institutions in Latin America

(Average Operating Cost ratio of 8.6% versus 15% for

supervised institutions). In Cajas Municipales

evaluated by MicroRate, the continuous search for

competitiveness through the implementation of new

virtual and digital channels aiming at facilitating

transactions with clients and optimizing internal

resources, is worth highlighting.

Despite their efforts to control

expenses, Cajas Municipales face

the challenge of reversing the trend

of negative operating margins that

explain the negative Return on Equity

ratio as of June 21 (-1.6% compared

to -3.4% for financial institutions with

MSE loan portfolios).
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These indicators have a  direct

impact on the Total Capital ratio,

which is also linked to optimal

risk management,  as well as

the capacity to maintain positive

results and /or attract solvent

investors that can inject

additional resources for a

sustainable recovery.

Financial margin Net Operating margin



Strategic clarity, robust governance,

quality of risk management as well

as stability will be fundamental

factors for Cajas Municipales to face

challenging environments such as

the one currently by the Peruvian

microfinance sector. 

Our most recent Benchmark of Peruvian Cajas

Municipales compiles and standardizes around 20 key

indicators to evaluate and compare the management of

microfinance institutions with the ratios of the sector.

For more information about the indicators and further

details please contact us at: info@microrate.com
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