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Addressing crisis situations: 

Dr. Birgit Galemann, 
International Finance Development

and 
Business & Finance Consulting

Recommended 
Risk Management practices for MFIs 
to address reputational, liquidity and 

other important risks
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 A financial institution can minimize reputational 
risk by creating and then sustaining the trust of 
 existing and new clients
 existing and new refinancing partners

 How to achieve this? By ensuring all cash 
outflow commitments can be met at any time

 Need for an efficient Asset Liability Management 
(ALM) process between 
 Branches and Head Office (short term)
 Consolidated level and the market (short and 

medium term)
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 In particular liquidity risk has to be managed well
i. Ensuring all cash outflow commitments can be met at 

any time means
 punctual payment of all obligations on loans received by the 

MFI
 on time disbursement of all confirmed loans - renewed or 

new ones
 instantaneous re-payment of voluntary client’s deposits 

(SACCOS & MDIs only)
ii. Minimizing costs of forgone earnings on idle cash for 

future periods implies
 forecasting cash inflows versus outflows across branches so 

that
 Liquidity Ratio = (cash at start of period plus inflows) 

/outflows  ~ 100%

Creating 
client‘s
TRUST!

Creating 
partner‘s
TRUST!
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 Then Clients / members will benefit twofold:
 Trust in the institution increases as all members 

confirm that their deposits are accessible at any time
 The institution itself makes good profits

 However, modelling expected cash in- and 
outflows is a comprehensive task

Not, if: Underlying calculations for branches, HO & 
consolidated are automated  - then ALM process 
becomes easy to adhere to and time saving, i.e. efficient

Set up entire Liquidity Mgmt process in 3 Excel workbooks: 
i) Branch and ii) HO & Consolidated level iii) Interface(*)

Lot‘s of work ?
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 Idea: Financial and risk managers learn concepts and 
applications how to measure, manage and stress test 
liquidity – a prerequisite for avoiding reputational risk

 As a result a reliable and secure ALM process for the 
institution is 
 realised in practice and all people involved 
 learn about the underlying concepts “on the job”
 will adhere to it once underway since the process is

• straight forward
• easy to manage being lead by the Excel templates

Let’s have a brief look into some templates to see parts of the 
process and risk management concepts to be learned
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in Liquidity Management Tool are automatically derived from
reports of the accounting system. They display

i. current contractually expected cash flows and outstanding amounts 
ii. as a first guidance: automatically derived rough forecasts of future cash 

flows for the first two periods (one week, until end of month)

White cells
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The financial branch manger needs to fill in only the 
With these parameters he/she fine tunes 
the rough automatic forecasts of cash flows resulting in
the measurement of  the entire branch’s short term liquidity 

blue cells
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Managing short term Liquidity btw. HO and Branches
If  forecasted 
cash of all 
branches + HO 
is a deficit
 Treasurer 

needs to 
liquidate
(some of) 
MFI’s 
short term 
invest-
ments

or
 some of 

the 
planned 
loan 
disburse-
ments
need to be 
restricted 

First measure 
liquidity - then 
promise loans



contact@e-mfp.eu www.e-mfp.eu

Managing medium term Liquidity on consolidated level
 Very 

important to 
forecast 

liquidity also 
for the medium 

term future:
• in case of a 

predicted cash 
shortage, can

i) project
long term 
(bank) 
loans(*) and

ii) start now
negotiations 
with lenders

 In this way 
emergency 

borrowing via 
short term 

debt can be 
avoided!
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With such a tool I wish to address issues I 
usually find during time spent on-site:

 Processes to manage the MFI in an efficient way are
 in general not established and /or
 not lived and controlled, in particular regarding Risk Mgmt (RM)

 Often MFIs are taught about risk management issues but 
then left alone with the
 Implementation of appropriate processes in practice
 Derivation of the underlying calculations

 In the formal financial sector these issues are addressed 
because they are enforced through regulations

 Let’s tailor basic RM concepts also to (unregulated) MFIs!
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Contact:
 Dr. Birgit Galemann
 International Finance Development
 Managing Director
 61440 Oberursel, Germany
 Phone: +49 (6171) 58 21 56
 Mobile: +49 (174) 3 36 12 91
 skype: bgalemann
 E-mail: birgit.galemann@financedev.eu
 Website: www.financedev.eu

Thank you for listening


	Addressing crisis situations: �
	Foliennummer 2
	Foliennummer 3
	Foliennummer 4
	Foliennummer 5
	Foliennummer 6
	Foliennummer 7
	Managing short term Liquidity btw. HO and Branches
	Managing medium term Liquidity on consolidated level
	Foliennummer 10
	Foliennummer 11

