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The Institution 
Compartamos is a 7,362 employee controversial Mexican MFI with a market valuation of 
over $1.5 billion established in 1990. In the year 2000, Compartamos moved operations 
to become a regulated finance company. In 2006, it was authorized by the Mexican 
government to operate as full-service bank. In the April 2007, Compartamos went 
through an IPO where shareholders sold about 30 percent of their shares to approximately 
6,000 new investors, most of whom were mainstream international fund managers and 
other purely commercial investors. This IPO of shares was a secondary offering. 
Consequently, Compartamos did not create and sell new shares, which would have 
brought additional funding into the bank. Rather, proceeds of the sale went to existing 
shareholders who were capturing capital gains by selling off part of their stake in the 
bank. Although subject of a different paper, it is important to mention that Compartamos 
shares have an incredibly high valuation. Existing investors received about $450 million 
for 30 percent of their shares, which represents more than 12 times the book value of 
those shares. This has the potential to be a disaster because Compartamos will need even 
higher profits to satisfy equity holders. Unless they can reduce the operational expense 
(currently at X%) the end user will end up bearing the cost 

In the past 42 months, Compartamos has grown from serving 614,000 clients to 
serving 1.75 million, a 191% increase in outreach. As of 2009, the number of clients per 
loan officer was 326. Of those, 98% are (still) women. 85% of Compartamos portfolio is 
group lending. The bank has 235 branches spread across 29 different Mexican states.The 
heaviest concentration of loans resides in Veracruz followed by Puebla and Chiapas. 

Compartamos loan portfolio includes woman, merchant, grow your business and 
home improvement credit lines. It also includes insurance products. The woman credit is 
granted to women individually, in groups from 12 to 50. The merchant credit is granted 
to groups from 5 to 8 entrepreneurs, men and/or women with solidarity guarantee. Both 
of these credits are designed to “help” individuals in need of short term capital to invest 
in their businesses. These tow lines of credit have a lending range of $241-$1,126. The 
“grow your business” loan has a credit range of $643 - $8,000. This loan provides credit 
for those who need working capital for short, medium or large term to resupply, invest, 
expand or improve the business or to purchase equipment/material. Since the IPO, loan 
size has increased marginally 0.002% (in pesos), currently averaging $446 per borrower 
(4.5 percent of per capita Mexican GDP.). 

Compartamos is also working on providing voluntary saving services (on top of 
the client’s current savings). The portfolio has diversified to hold 13% of the total in 
housing loans. They also currently serve more than 700,000 clients with voluntary micro-
insurance products, including life insurance and integral life insurance lines. 

Based on 2009 Financials, Compartamos has a total loan portfolio of $ 619.6 
million dollars with a combined Total Assets of $744 million dollars. Compartamos stock 
is currently valued at $7.05. 



Compartamos claims that efficiency is 17% better than when the IPO took place, 
with a cost per client of 125 USD (below the average of 176 USD for Latin-American 
MFIs). They also claim that pricing has continued to drop steadily, as it did before the 
IPO, to 68% average APR (plus VAT). Profitability has been moderated as well, and 
ROE is now at 41%. I have personally not managed to reconcile these numbers. 

 
Costing 

Compartamos is a very well capitalized bank. As of Dec 2009, the Equity to 
Assets ratio was 44%. A curious fact is that Compartamos does not use it's full line 
of credit (Note 14). 51% of the credit line remains unutilized. It seems that the limiting 
factor for Compartamos is operational efficiency in processing & servicing loans, and the 
credit quality of borrowers who apply for loans. As of 2009 its ROE was 37% and the 
dividend payout ratio was 19%. The calculated portfolio at risk is 2.5% (based on 
information provided on Note 9). 

Based on my calculations using Compartamos online amortization schedules, 
Compartamos has very high margins, compared with traditional commercial banks, with 
an average rate of 82% for its largest product (women credit).Clients also pay ad 
additional 15% on value added tax to the Governement of Mexico. It is unclear why 
Compartamos does not substitute savings for retained earnings as the primary source of 
funding. It seems to me that product pricing is affected by the structure of Compartamos 
balance sheet. For every dollar of retained earnings used for client financing purposes, 
Compartamos pays 27% on its Net Income (Note 16). If they were to capture savings, 
Compartamos would not have to pay that 27%. 

Using CGAP approach to estimate cost of product, based on an OPEX of 30.34%, 
an allowance for loss of 3.56%, an inflation rate of 3.72% (Note 2), a rate paid on 
deposits of 6% , a stated interest on the Development Bank loans of 6.31% (Note 14), and 
a commercial bank lending rate of 7.7% (CIA website), the total calculated loan cost 
hovers around 40%. This calculation does not include the desired capitalization rate. How 
to jump from 40% to 82% is beyond my financial abilities.  

In terms of the home improvement credit, when I enter a 10,000 pesos loan for a 
12 month period in Compartamos online simulation calculator, I obtain a 76% nominal 
rate. After a 10% value added tax, the effective rate is close to 109%. 

How will Compartamos reduce interest rates if it currently has shareholders 
representing 30% of its owners who bought in precisely because they saw 57% returns? 
Rich Rosenberg’s paper [CGAP] argues that the new shareholders will want to keep 
share prices high, and Compartamos’ management will also be interested in the company 
maintaining a strong share price.  Compartamos’s governance has not changed.  Board 
representation is exactly the same as it was before the IPO. Returns to equity holders will 
result from growth in total net profits, which in turn will come from a combination of 
factors that could include: more efficiencies, geographical expansion (given the fact that 
Mexico is still a relatively untapped market), wider range of products, potentially a lower 
cost of capital as a bank & increased leverage ratio.  

Ultimately, dividends will be paid by low-income women who have no other 
choice. There is nothing wrong with profits when two consenting adults engage in a 
voluntary economic transaction. Such is the doctrine of the immoral capitalist ! 
 


