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PERFORMANCE RATING =+

Date of Visit November 2006
Previous Rating B+
Date of Previous Rating  December 2005
Future Prospects Uncertain
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Principal Perfomance Indicators
Dec-05 Dec-06

Gross Loan Portfolio* $5,892 $7,091
Number of Clients 10,842 11,452
ROE** 8.6% 11.0%
Portfolio yield 40.8% 40.4%
Portfolio at Risk 1.4% 2.4%
Operating Expense 25.6% 23.2%
Average Loan Balance $543 $619
Borrowers per staff 155 130

*(000 $)

** Adjusted

1 .. .
Because of uncertainties in the new government (See

Summary Description

The Foundation for the Development of Microenterprises D-
MIRO, Mission Alliance Ecuador, (D-MIRO), has its origins in
the D-MIRO program of the international NGO Mission
Alliance of Norway in Ecuador. It began its independent
activities in December of 2006, but has ten yeats of expetrience
in the microfinance sector.

In accordance with its vision of serving the poorest, it extends
individual microloans and group loans in semi-urban areas
around Guayaquil, one of the most important cities in the
country. With a portfolio of nearly US$7.1 million, it serves
more than 11,000 clients, with a strategy that focuses on the
lowest microcredit niche (US$600 average loan size).

Highlights

POSITIVE

Context).

»  Excellent portfolio quality.
» Good personnel productivity.
» Strong equity and low debt exposure.

NEGATIVE

» Political uncertainty with new government.
» High operating expense.
» Increased competition with big banks.
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Only the Operating Expenses and ROE  were
compared to MFIs with average loans greater than
US$500, the remaining ratios are compared to the entire
MicroRate Latin American sample of 47 MFIs.
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Rating Rationale

The foundation D-MIRO- Mission Alliance performs well, has
a solid organizational structure and a strong equity base.
However, it needs to continue to improve its operational
efficiency to compete with larger microfinance institutions.
Having recently reorganized into a legally independent NGO,
the institution is poised to capitalize on Ecuador’s vast market
potential

D-MIRO continues to demonstrate a good microcredit
methodology focused on the most impoverished sector of the
population.. Despite a slight deterioration, portfolio quality
remains excellent, due to emphasis on a strict collection policy
and necessary measures taken by management. However, closer
monitoring of portfolio quality is needed.

Organizationally, D-MIRO possesses a stable, specialized and
highly productive operational team and is in the process of
consolidating the administrative platform.. Its recent launch as
a non-profit foundation opens many opportunities for
development within its chosen niche, In the past, management
was concentrated in the hands of the parent NGO in Norway —
a factor that at times impeded development. The Norwegian
NGO still maintains a dominant weight within the new
foundation.

Financially, low leverage resulting from a strong increase in
equity yielded moderate profitability despite strong margins.
However, credit projections made for upcoming periods will
require further commercial debt. This debt will increase
tinancial expenses and consequently lower the operating margin
if operating efficiency is not improved. Good liquidity and
long term debt structure are additional positive factors in the
financial positioning of D-MIRO.

The political environment has become uncertain, due to
populist measures taken by the new government that are
already having an affect on the financial system and in the
future could become a threat to D-MIROs’ chosen niche.
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