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Two years after the preparation of Part One:ilggs/PostTransformation, Suzanne Andrews, assiste
Saori Imaizumi, visited ADOPEM Bank in Santo Domingo, Dominican Republic to conduct fafic
interviews regarding the bankds strategy to

Executive Summary

Since 2007, ADOPEM Saws and Loan Bank expanded its client base, introduced new fin
projects and programs, and opened 11 new br
portfolio have continued to expand, promoting savings teilmeme clients remainsehallenge. Many
savings accounts are inactive and maintain low deposit balances. The bank has continued its co
promotion strategy, which includes annual marketing campaigns, loan officer visits and fi
education. In 2009 and early 201e bank formed partnerships to launch several new savings prof
such as cans for clients with inactive accounts, savings accounts for young girls, and a soap ope
initiatives were in the pilot phase at the time of the visit.

Accomplishments

In the last two years, ADOPEM Bank has expanded rapidly, improved its credit portfolio and este
itself as a leader in microfinance.

e Expansion and outreach. ADOPEM has grown at an average of 30 to 40 percent each year over 1
two years. Th bank now provides financial services to 4 percent of the economically active
population in the Dominican Republic. Since 2007, ADOPEM Bank has opened 11 new branch
bringing the total number of bank branches to 35.

e Increased teaching capdy. The headquarters of ADOPEM NGO moved to a new building
additional classroom space in 2009. ADOPEM NGO is responsible for financial education and t
and provides classes to ADOPEM Bank staff, the staff of other microfinance institatidnguth. The
organization has maintained an attrition rate of less than 4 percent for youth financial educal
entrepreneurship program.

e Bank evaluations. ADOPEM Bank was evaluated by Fitch Ratings (an evaluation compan
microfinance) in 2009and received anA The report described the bank as having adequate profita
a healthy credit portfolio, and strong capitalization.
www.bancoadopem.com.do/app/do/inst_evaluaciones.aspx

e Awards and international recognition. In 2009, the InteAmerican Development Bank award
ADOPEM Bank first prize for Excellence in Microfinance Outreach for the Latin America and Cari
region.

e IT improvementsThe bank is currently in the process of updating its technological platform to offer
complexfinancial products, possibly even credit cards, in the future.
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x New Products

e Insurance productsin 2009, ADOPEM began to offer micinsurance products. ADOPEM offers
insurance plans including (1) life insurance, (2) accidental death, (8Y sud (4) last rites.

e Savingdinked remittance product€lients have the option of linking remittances to their saving accc
or to other productive investments.

e Credit. The bank introduced agricultural loans for short cycle crops in 2009.

e License phte registration and utilities paymerithe bank signed contracts with the government and u
companies to enable clients to pay their electricity and water bills at bank offices. The bank re
small commission for these services, but its pringaral is to bring clients into the bank more frequentl

Savings

As ADOPEM continues to grow, increasing net depbisitsains a priority for the bank. In the long tet
the bank plans to use deposits to fund over 50 percent of its loan portfoli8.0Asi a Rey e

financial manager, explained, increasing total deposits decreases the cost of lending for thle

ADOPEM pays far lower interest rates to use client deposits to finance its credit portfolio than it ¢
commercial loans. If #investment in savings promotion pays off, ADOPEM will be better position
manage interest rates on its credit products.

ADOPEMG6s expansion has resulted in an incr
proportionate increase innetgays. Si nce 2007, ADOPEM Bankds ne
from $1.48 million in December 2007 to $3 million by the end of 2009. In that time, the num
saving accounts has increased from 51,000089,635. The majority of all credit clienthave alsc
opened a savings account with ADOPEM. However, convincing clients to open an account is
initial hurdle. Average account balances remain low, about 900 Dominican pesos (approximately
per account. As a result, growth in crgaiibducts continues to outpace growth in net deposits.

x Challenges

50 percent of all clients with a deposit account do not regularly deposit or withdraw, fieaging
accounts inactiveAccounts are closed after three years of inactivity, although Mofficers will call
clients to alert them if the bank is close to closing out their deposit account.

Clients are unaccustomed to deposit accounts, and are often slow to incorporate deposits to the
account into their financial strategy. Cemili Ra mo n, t he Bankdés Savi
explanations as to why lemcome clients struggle to use the accounts

e Lack of savings habitClients are less accustomed to savings products than credit. They often |
experience with formalaasings accounts, and so have not developed the habit of making deposits.

e Lowincomes.Many lowincome clients feel they are too poor to save in a bank account. Some
embarrassment depositing small amounts.
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e Travel time and expenseClients are ancerned abouthe expense of traveling to a bank to deposi
withdraw funds. Many f eel it isndét worth i
deposit or withdraw small amounts.

e llliteracy. Many lowincome clients are anxious afraid of the process of writing out deposit
slips due to illiteracy or low education levels.

Some clients would prefer to make deposits with loan officers. Clients ask loan officers to carry
to the bank for them in order to avoid paying the faws to reach the nearest branch, to save time an
avoid paperwork. However, loan officers currently only handle loan payments for security reasor,
their ownand their clients.

x ADOPEM6s Strategy to Promote Savings

Marketing savings requires aone proactive approach than marketing credit, and has proved partic
challenging with lowincome clients. Cecilia Ramon points out:

While new clients will approach the bank for loans, for savings it is the reverse. The bank
must seek out the client This requires the bank to adopt a more aggressive marketing
strategy to promote savings.

However, some clients are able to adopt disciplined savings habiis make regular deposits a
withdrawal s. Sonia Reyes, tdincreaBes mkiepasits and withatran

every two weeks to every month, patterns that mirror income receipts and utility payment schedul(is

Mr. Raymond Lopez, a loan officer, observed improvements in quality of life for clients who ad
active savingsstrategy. Clients who make regular deposits are more capable of accumulatir
resources to improve their housing, i nvest
They are also better positioned to handle unforeseen expensesilthess, death or accident.

x Core Marketing Strategy

ADOPEMb6s core marketing strategy to promot €
continues to promote savings through (1) loan officers, (2) financial education, and (3)
promdional campaigns.

Loan officers remain the primary salespeople for deposit accounts, although their primary pre
credit Currently, there is no separate fleet of officers to promote savings. Cecilia Ramon feels th
be valuable in the longetm, specifically to target salaried and higher income savers.

Raymond Lopez, a loan officer who has been with ADOPEM since 2007, views savings as beng
his clients. With each client visit, Mr. Lopez asks his clients if they have made a repesit dad
encourages each client to set aside some part of their earnings in their saving account. He expla
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It is important to promote savings accounts with stories and examples illustrating the
benefits. Clients need to think about savings endbntext of their own needs rather than
compound interest. Most save for one or more of the following reagbnprizes and
monetary incentives from ADOPEMO6s three
and (3) specific goals: buying a house ara.

x  Annual Campaigns

ADOPEMGs marketing team manages three prom
distinct incentives for clients with high deposit balances and strong credit ratings.

These campaigns include:

e Mot her &Bentdithyhigh levels of deposits are entered into an electronic drawing for cash
based on their total deposits.

o0 Clients with deposits totaling 1,000 pesos or more have the opportunity to win 100,000 pesc
0 Clients with deposit amounts between 500 arfal 19®ve the opportunity to win 30,000 pesos
0 Clients with deposits between 250 and 500 have the opportunity to win 10,000 pesos.

e Backto School. The bank offers a badk-school promotional package for clients who purchase a
financial product, make agmificant deposit or have maintained a strong credit history.

e Christmas.This Christmas, the bank entered all credit clients into raffles to win 5 prizes of 10,00C
each, and raffled television sets to remittance clients.

ADOPEM Bank incorporatesasings promotion into its financial education program, which it oper
through ADOPEM NGO, the neprofit arm of the Bank. Each month, ADOPEM NGO coordinat

|l arge meeting in a different regional famiyahhe
educational sessions include information on new products, financial education and a general s¢
healt h, gender or other issues in the clien

attendees at each meeting.

x Targded Campaigns

In the last year, ADOPEM developed a series of innovative strategies and programs to promote s
addition to the ofgoing campaigns and educational strategies listed above. These strategies
encourage clients with inactive aeots to save, promote the adoption of a savings strategy from a
age, and to develop a culture of saving.

Savings CansThe marketing department has designed decorative orange savings cans specifi
clients with inactive accounts to encourag®ings. The cans show an overflowing list of the many
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reasons to save including education, housing, vacation, security, business, cars and retireme
series of maxims such as the simple phrase:

Nike Girl Effect: Savings Accounts for Gitlsin early 2010, ADOPEM launched a program to pro
targeted savings accounts and financial education to young girls. The project is part of tf
Foundationds Girl Effect campai gndthraugh @ patnecsh
bet ween Womenés World Banking§g (WWB) and the

The project targets a broader age group between the ages of 7 and 24, including younger girls w
legally deposit or withdraw funds without the presence of arit.ad he program is scheduled to run
two years, and to reach 10,000 girls. Teachers trained by ADOPEM will conduct the financial ec
component in public and private educational institutions. Participants are invited to open spe
savihngsaccounts named OCuenta Miab6 and desi gne
account offers, among other benefits, a low initial deposit amount, few requirements and no ac
charges. ADOPEM has created two passbook savings accounts iffetlent designs and incenti
structures for each of two age cohorts (giH$47and 1524). Each participant is presented with a
passbook savings book and matching savings can when she opens her account.

Cans for girlsé savPagsbooks for O6Cuenta Mi

The primary objective of the project is to motivate participants to develop positive savings habit
secure formal accounts. The classes help girls to understand the benefits of whiknghe tailorec
savings products allow the girls to practice what they have learned. In turn, ADOPEM benefits f
publicity, and may build longerm custome loyalty among participantsBecause younger girls al
required to have an adult signf @n their accounts, the program will also enable ADOPEM to r
parents.

Soap Operas and Economic Empowerme®® DOPEM NGO has partnere
Banking (WWB) to launch #&elenovelao r Asoci al soap operao t aog
attention to the benefits of savings. The soap opera is funded through a grant from the Gates Fc
which donated 8.5 million to WWB to promote savings. The soap opera will feature story
highlighting responsible financial management in otdechange cultural attitudes and behaviors rel
to money. To design the program, ADOPEM NGO and WWB are collaborating Ruititos de
Encuentro,a Nicaraguan NGO that has used a TV serial drama caéetb Sentidoor Sixth Sense, t
provide informat on and encourage social change in t e
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Conclusion

Whil e ADOPEM Bankdéds core strategy to promo
foundations and other institutions have enabled the bank to lauseties of innovative projects to tar
savings. Although the impact of these initiatives is unknown, the projects share a focus on the cl
the development of positive savings habits.
its core client base, loimcome women and their familie€laribel Diaz, the director of the ADOPE
training center described this commitment:

The development of our institution is in its clients. At ADOPEM, when a client succeeds,
the bank succeeds.
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Photos of ADOPEM Bank

=

Loan officer aymond Lopez meeting Loan officers use palm pilots to evaluate clients
With a client. credit score and determine loan amounts.
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Award for Exellence in Microfinance from Christmas Campaign Poster
The Inter-American Development Bank (BID)

[LL3]
)

Debit cards are available for staff, higher income Clients with inactive accounts are
savers and upon clientqeest. given cans to encourage savings.

Colorful brochures explain each product.

CEME

THE FLETCHER SCHOOL Student Research Sies: CENTER FOR EMERGING
TUFTS UNIVERSITY Suzanne Andrews MARKET ENTERPRISES

9




Financial and Social Indicators

Data Source: Mix Market http://www.mixmarket.org/mfi/adopem/data
Financial Indicators 31/12/06 31/12/07 31/12/08
in USS
Balance Sheet
Gross Loan Portfolio 21,393,385 28,504,946 39,151,586
Total Assets 30,147,608 41,155,518 56,475,637
Savings 7,487,919 10,077,148 8,287,231
Total Equity 13,131,383 16,015,716 18,704,413
Financing Structure
Capital/Asset Ratio 43.56% 38.92% 33.12%
Debt/Equity Ratio 1.3 1.57 2.02
Gross Loan Portfolio/Total Assets 70.96% 69.26% 69.32%
Overall Financial Performance
Return on Assets (%) 9.66% 7.41% 7.20%
Return on Equity (%) 20.26% 18.12% 20.24%
Operational Self-Sufficiency (%) 140.24% 133.72% 148.75%
Revenues
Financial Revenue Ratio (%) 41.40% 37.74% 39.65%
Profit Margin (%) 28.69% 25.22% 23.98%
Expenses
Total Expense Raio (%) 29.52% 28.22% 26.66%
Financial Expense Ratio (%) 7.80% 6.53% 6.96%
Loan Loss Provision Expense Ratio (%) 7.80% 6.53% 6.96%
Operating Expense Ratio (%) 19.55% 20.38% 18.44%
Efficiency
Operating Expense/Loan Portfolio (%) 26.62% 29.13% 26.61%
Cost per Borrower 85 115 116
Productivity
Borrowers per staff member 215 192 190
Savers per staff member 84 149 190
Risk
Portfolio at Risk >30 days Ratio (%) 4.17% 3.78% 3.28%
Loan Loss Reserve Ratio (%) 0.73% 1.18% 0.79%
Risk Coverage Ratio (%) 96.81% 96.80% 103.06%
Write Off Ratio (%) 0.74% 1.23% 0.83%
Number of Personnel 277 346 469
Lending
Number of Active Borrowers 59,586 66,286 89,071
Average Loan Balance per Borrower
Loans below US$300 (%)
Woman Borrowers (%)
Avg Loan Bal. per Borrower/GNI p.c. 12.42% 12.08% 12.35%
Savings
Number of Savers 23,268 51,670 88,888
Exchange rate used (DRS/USS) 33.23 33.204 36.114
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ADOPEM Bank Balance Sheet

Source: FitchRatings
January 2010 Baco

in '000 US$

Dec-06 Dec-07 Dec-08 Nov-09 de Ahorroy Credito

A. Loans

1. Outstanding

2. Restructured

3. Delinquent

4. (Loan Portfolio Reserves
Total Loans

B. Other Earning Assets

1
2. Bank Holdings

3. Other Investment in Securities
4

5

. (Inverstment Reserves)
Total B
. Total Profitable Assets (A+B)
. Fixed Assets
. Non-earning Assets
Cash
Legal Reserve
Goods Received in-Kind
. Other
. Total Assets

~FOm PN MOO

. Current Account

3. Term

4. Bank Deposits

Total G.

H. Other Funds

1. Subordinated/Hybrid Debt
2. Securities Issued

-~ o~ -

. Investments in Government Securities

. Investments in Subsidiaries & Related Investments - - - -

. Deposits and Other Short-term Funds

19126 25559 37007 47764| ADOPEM,S.A.

i ] ] o| (BANCO ADOPEM)
394 476 615 847
-641  -856 -1148 -1758
18879 25179 36477 46853

- 0 - 0
2294 4772 7028 8901

-18 -38 -69 -83
2276 4734 6958 8818
21155 29913 43435 55671
831 1155 1481 1512
1665 2340 4733 5561
287 777 2219 1690
1200 1309 1709 2417

177 254 805 1453
23651 33408 49649 62744

8976 10025 8648 17344
2089 1505 172 -
11775 12968 10910 20112
4801 10723 24714 24980
895 4866 - 8310

~mas —~—— a4, A- P il
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