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Foreword

Every year Tanmeyah – Jordan Microfinance Network publishes an annual report highlighting its work, and the outreach and social 
performance of the microfinance sector. This year, Tanmeyah and the International Finance Corporation (IFC) joined forces to publish a 
special edition of the report that reviews the development of the microfinance sector in Jordan since 2012. The report reflects upon the recent 
history and current state of the sector and provides a basis for strategic dialogue among key stakeholders —microfinance institutions (MFIs), 
regulators, funders and customers— with a key coordination role played by Tanmeyah to help move the sector forward.

Since 2012, the microfinance sector has grown greatly in both number of borrowers and outstanding loan portfolio and has seen significant 
developments, especially the enactment of formal regulations in 2015 that paved the way for the licensing and supervision of the sector by 
the Central Bank of Jordan (CBJ). Today, the microfinance sector is stronger and more resilient, operating under the oversight of a regulator 
that recognizes the importance of financial inclusion, with Jordan being the first in the region to launch a comprehensive National Financial 
Inclusion Strategy (NFIS). While the onset of the COVID-19 pandemic has undoubtedly affected the growth of the sector in the second half 
of 2020, the focus of this report is on the important developments that took place before the end of 2019. This includes the adoption of the 
Microfinance Companies Bylaw, the licensing of MFIs, the inclusion of MFIs in the private credit bureau (CRIF), the introduction of robust 
Responsible Finance and Client Protection regulations in line with sound international practice, and the recognition of microfinance as one 
of the three industry pillars of the NFIS.

Many opportunities and challenges lie ahead, especially considering the sector’s stagnation over the past three years, with COVID-19 further 
exacerbating the situation. In addition to expanding outreach and catering to acutely underserved segments including start-ups, youth, 
refugees and very small enterprises (VSEs), the sector must continue to reinvent itself and diversify both its product and service offering, 
particularly in a post-COVID and increasingly digital world. This can be facilitated by a favorable and encouraging regulatory environment 
that recognizes the special characteristics of microfinance, ensures a level playing field for all, and introduces tiered regulations depending 
on the nature of the financial institution eventually allowing the most mature top-tier institutions that meet very specific criteria to mobilize 
deposits. Such a need for a unique regulatory lens will only increase as digital technologies continue to transform finance, and as the number 
and variety of new entrants grows. The expansion and diversification of services coupled with a regulatory environment that facilitates 
these efforts will ensure that microfinance in Jordan continues to make important contributions to employment, income generation, and 
socioeconomic mobility, and reduce vulnerability. We hope this report and its recommendations will contribute to more open dialogue and 
strong cooperation between all stakeholders necessary to achieving these goals.

Dr. Ahmad Awad Abdel Al Haleem Al Hussein

Chairman

Tanmeyah

Jordanian Microfinance Network 

Riadh Naouar 

Manager 

MEA Financial Institutions Group 

International Finance Corporation
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Microfinance in Jordan plays a vital role in achieving financial 
inclusion by enhancing access to finance for economically active low-
income people, the underserved and excluded. Over several decades, 
microfinance has made important contributions to employment, 
income generation, and poverty alleviation. Since 2007, Tanmeyah- 
Jordan Microfinance Network has been the representative of the 
sector.

Jordan is notable for putting in place a strategy for the development 
of its microfinance sector as early as 2005, and later expanding that 
strategy to address the broader scope of financial inclusion. Despite 
significant progress in these areas, Jordan remains on par with other 
countries in the region with generally low levels of inclusion and lags 
behind other upper1 middle-income countries as measured by access 
to an account. According to the 2017 Global Findex database, the 
percentage of adults with access to a financial institution account 
is 42.1 percent, compared to 43 percent in MENA and 73 percent 
for upper middle-income countries. Among women the gap is stark; 
26.6 percent of women in Jordan have an account, compared to 35 
percent in MENA and 69 percent in upper middle-income countries.

Although there is no recent research on the size of the market for 
microfinance in Jordan, several indicators and older studies can be 
used to estimate the size of the potential market to be between 700 
thousand and 1 million potential clients. At the end of 2019, the 
sum of all MFI borrowers tallied 476 thousand — a figure which 
includes significant overlap among MFIs — and total loan portfolio 
stood at JD 266 million with an average loan balance of JD 559. 
With a greater push towards business lending and upscaling to 
target VSEs, the average loan balance is expected to increase by at 
least 3-5 percent each year to reach JD 640-700 in the coming five 
years. This progression would create a market size of JD 450-700 
million leaving a financing gap of JD 185-440 million.

1  Although Jordan was classified as a lower middle-income country when the most recent 
2017 Findex data was published, it has since then been re-classified as an upper middle-
income country. As such, this is the benchmark against which its financial inclusion perfor-
mance is compared in this report. However, even when comparing its financial inclusion 
indicators to other lower middle- income countries, Jordan still lags behind in number of 
accounts (42 percent vs. 56 percent) and number of women with access to an account (27 
percent vs. 53 percent). 

Since the Cabinet’s approval of the Microfinance Companies Bylaw 
in December 2014, the CBJ has taken an active role in the sector. In 
2016 the CBJ issued licensing instructions, and by 2018 completed 
the licensing of nine MFIs. Since then, and guided by Jordan’s NFIS, 
the sector has seen numerous developments. In addition to licensing 
MFIs, the CBJ has begun on- and off-site supervision and issued 
instructions on financial consumer protection. MFIs have begun 
participating in the private credit bureau and subscribed to Jordan’s 
payments systems for electronic disbursement and repayment 
of loans. The CBJ’s NFIS action plans, described herein, outline 
additional activities that have yet to be implemented to enhance 
further an enabling environment, improve MFIs’ capacity for 
increased outreach and product development, as well as raise 
awareness and financial capabilities among microfinance clients.

The current vision for microfinance in Jordan, however, remains 
limited to the provision of credit and insurance. By law, MFIs are 
prohibited from accepting any form of deposits. In more mature 
microfinance markets, financial services such as deposits, remittances, 
payments, and money transfers are staple products of financial 
service providers that serve low-income populations. Increasingly, 
MFIs in other countries are expanding up market to serve very small 
and small enterprises and, in many instances, are able to operate 
as full financial intermediaries and even as commercial banks. The 
ability of the sector to offer a range of financial services beyond 
lending is important to reach the NFIS goals of increasing outreach 
to priority segments, achieving the desired increase in account 
ownership, and reducing the gender gap. 

Since 2012, the microfinance sector has grown robustly, but 
in more recent years at a decelerating rate. This trend can be 
attributed to a number of factors including the macroeconomic 
environment; the introduction of the Microfinance Companies 
Bylaw and licensing of MFIs; the introduction of the private 
credit bureau and the subsequent inclusion of MFIs; the issue 
of gharimat, or indebted women; and multiple borrowing 
among MFI clients leading to overindebtedness. These issues 
are discussed in further detail in the body of this report. MFIs 
themselves have identified other factors inhibiting sustainable 
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growth in the sector including the cost of financing; the presence 
of subsidized government programs and unregulated providers 
which create an unlevel playing field causing distortions in the 
market; as well as a tax burden that disproportionately affects 
for-profit MFIs. 

To improve financial inclusion among low income and poorer 
members of the population, there are a number of actions Jordan 
can take in the near to medium term. Many of these, noted in the 
list below, are included as part of the CBJ’s action plans under the 
NFIS but have yet to be fully implemented at the time of writing 
this report. 

·	 Expand the regulatory umbrella of the CBJ to include all 
companies providing financial services (currently pending) 
and ensure that imposed standards promote free and fair 
competition.

·	 Expand non-financial services targeting women, youth and low-
income clients to improve the quality of MFI loan portfolios by 
increasing client profits and resilience to shocks. 

·	 Build the capacity of MFIs in new products and services 
targeting new sectors including projects related to renewable 
energy.  

·	 Develop a loan guarantee program for micro, small, and 
medium enterprises and registered startup projects.

·	 Adopt social performance mechanisms/indicators. 

·	 Review and amend credit policies to take into consideration 
MSME specifications and develop an operational model and 
risk management that suits MSMEs.

·	 Conduct training courses to build the financial capabilities of 
those working in the microfinance sector.

In addition to ones outlined in the CBJ’s NFIS action plans, Jordan’s 
microfinance stakeholders can take other steps to create a more level 
playing field among financial service providers and to strengthen 
and enhance the performance of the sector. Such steps are presented 
in more detail in this report but summarized in the following list.

·	 Consider a tiered approach to microfinance regulation including 
introducing a new institutional category such as microfinance 
banks which would be allowed to offer deposit products.

·	 Expand access to sources of finance by allowing MFIs to issue 
bonds.  

·	 Strengthen guidance, instructions and approvals by continuing 
to ensure guidance and instructions are developed in 
consultation with the sector, and required approvals are given 
in a timely manner. 

·	 Acknowledge the specific and innovative nature of microfinance 
and, as the space grows in complexity, continue to apply 
specific, risk-based regulations.

·	 Harmonize treatment of taxes and loan loss provisioning across 
the financial sector taking into consideration the corresponding 
taxes paid by other financial service providers including banks.

·	 Consider expanding the role of MFIs in mobile payment and 
over-the-counter services explicitly allowing MFIs to serve 
customers beyond their loan clients with services such as 
remittances, bill payments, and other money transfer services, 
as well as develop their own agent networks.

·	 Resolve issues around the use of e-signatures and e-KYC and 
help develop digital financial capabilities and digital financial 
literacy of end beneficiaries especially women and refugees. 

·	 Reduce the occurrence of overindebtedness through an 
assessment of the root causes, followed by further instructions, 
as appropriate, and support to improve MFI’s credit risk 
management systems.

·	 Enhance credit analysis and upscale to improve access to 
finance for very small and small enterprises. 

·	 Clarify lending categories in MFI reporting by adopting a three-
category definition (business, development, and consumption) 
instead of only two (business and consumption), with clear 
classifications for the activities which fall under each.

·	 Broaden and deepen microinsurance services by accelerating 
product digitalization and developing more tailored products 
to increase insurance coverage for a broader spectrum of low-
income households.

·	 Formalize the role of Tanmeyah as part of defining the 
responsibilities among stakeholders of the financial sector and 
accordingly, the role of the Tanmeyah as an enabling body.

This summarized list of recommendations is neither exhaustive 
nor presented in any order of priority. These recommendations 
seek to enable the microfinance sector to move to the next level in 
the coming years, while aiming for sustainable growth, and more 
customer-centric products and services accompanied by robust risk 
management and mitigation. Tanmeyah can play a crucial role in 
facilitating open dialogue, providing needed support to the MFIs, 
and helping implement a sector-wide strategy. However, a collective 
and unified effort by all stakeholders will be required to bring this 
vision to fruition which will ultimately serve to benefit significant 
segments of the Jordanian society who remain underserved or 
excluded. 
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The purpose of this report is to provide a review of the developments of the microfinance sector in Jordan with a focus on the outreach and 
performance of the MFI members of Tanmeyah – Jordan Microfinance Network. The study aims to provide an overview of achievements to 
date, current challenges and identify possible future developments that can foster sustainable growth, create a more diverse product offering, 
and better meet the needs of clients considering specific conditions in the Jordanian market. 

The document begins by providing the economic and political context for the report (Section 2) and an analysis of the demand for microfinance 
(Section 3). Section 4 provides a review of how the sector has developed and where it stands today following the introduction of microfinance 
regulations in 2015. Section 5 covers the legal and regulatory framework for microfinance in Jordan. Section 6 provides an analysis of 
current microfinance outreach and performance in Jordan.  Section 7 describes the products offered, while Section 8 provides an overview 
of the trends in the sources of funding of MFI portfolios. Section 9 describes the microfinance meso-level market infrastructure and other 
key players contributing to the sector. Section 10 reviews consumer protection and the social performance of microfinance in Jordan. Lastly, 
Section 11 reviews key issues and provides recommendations for the sector going forward. 

In addition to interviews with the sector stakeholders, including Tanmeyah - Jordan Microfinance Network and MFI leadership, sources 
include data provided by the MFIs through Tanmeyah. The CBJ also provided written comments and feedback to a draft report which have 
been incorporated herein. In addition, several existing studies informed this paper, including those conducted or sponsored by IFC and the 
World Bank Group.

1. INTRODUCTION 
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Jordan is an upper-middle-income country with a population of 
around 10.7 million as of 2020, GDP per capita of USD 4,105 
(current prices) and USD 10,317 (purchasing power parity, 
current international prices). Its economy is dominated by the 
services sector which contributes almost 60 percent of GDP and 
employs around 70 percent of the workforce; with communication 
technologies, financial services, distribution and tourism among the 
most important sub-sectors. The most recent Household Income 
and Expenditure Survey found that 15.7 percent of the population 
in Jordan are considered poor. 

Jordan is one of the few countries in the Middle East with very limited 
natural resources. However, it is one of the most committed in the 
region to economic reform particularly in the areas of privatization, 
taxation and banking. While Jordan’s macroeconomic dynamics were 
set to improve, regional instability and an influx of Syrian refugees, 

have challenged Jordan’s economic growth with the Covid-19 crisis 
further exacerbating Jordan’s short-term prospects. Global financing 
conditions continue to challenge economic growth and limit the scope 
of foreign investment.

The Jordanian economy experienced modest economic growth 
in 2019 with GDP growth reaching only 2 percent, up from 1.9 
percent in 2018. While economic growth benefited from rising net 
exports, it was constrained by weak domestic demand and faltered 
to alleviate pressures on the domestic labor market. As a result, 
unemployment continued its rise reaching 14.7 percent compared 
to 15.0 percent2 in the previous year. Inflation on the other hand, 
has fallen from 4.5 percent in 2018 to 0.8 percent in 2019. Despite 
a sizable amount of international grants and aid being directed into 
and through Jordan, the economy remains strained by the influx 
of Syrian refugees, which according to UNHCR amounted to over 
650,000 refugees at the end of 2019. 

2. BACKGROUND: POLITICAL AND 
ECONOMIC CONTEXT

Table 1: Economic and demographic indicators

2014 2015 2016 2017 2018 2019

Total Population (‘000) 8,920 9,267 9,551 9,779 9,956 10,101

Population growth (annual %) 4.7 3.9 3.1 2.4 1.8 1.5

Urban population (% of total) 90.0 90.3 90.5 90.7 91.0 91.2

GDP per capita (current US$) 4,105 4,104 4,163 4,248 4,330 4,105

GDP per capita, PPP (current international $) 9,051 9,331 9,284 9,841 10,086 10,317

GDP growth (annual %) 3.1 2.4 2.0 2.1 1.9 2.0

Inflation, consumer price index (annual %) 2.9 -0.9 -0.8 3.3 4.5 0.8

Total unemployment (modeled ILO estimate) 11.9 13.1 15.3 14.9 15.0 14.7

Male unemployment (modeled ILO estimate) 10.1 11.0 13.4 13.2 13.0 12.8

Female unemployment (modeled ILO estimate) 20.6 22.7 24.2 24.0 23.7 23.3

Youth unemployment (ages 15-24, modeled ILO estimate) 28.5 30.9 35.6 35.4 35.1 35.0

Source: World Bank Databank

Over the last decades, the formal financial sector in Jordan has expanded substantially and has contributed greatly to Jordan’s economic growth. 
Despite this, the majority of the Jordanian population remain excluded from the formal financial system relying heavily on informal financial 
services.3 As noted in Jordan’s NFIS, inclusive growth and effective economic participation requires a systematic approach to increase access and 
usage of formal financial services. 

2  According to the Jordanian Department of Statistics (DOS), in the fourth quarter of 2019, unemployment stood at 19 percent, up 0.3 percent from the fourth quarter of 2018. As of the second 
quarter of 2020, the DOS reports the unemployment rate at 23 percent.

3  According to Global Findex (2017), 42 percent of adults in Jordan have an account at a financial institution; 27 percent for Jordanian women; and 24 percent for young adults.
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Although there is no recent research on the size of the market for 
microfinance in Jordan, several indicators and older studies can 
be used to estimate the size of the potential market. Using these 
studies and updating as described below, it is estimated that market 
size ranges between 700 thousand and 1 million potential clients. 
The current average outstanding loan balance is JD 559. However, 
with the push to expand business lending and upscale to target the 
VSE segment, the average outstanding loan balance is expected 
to increase by 3 to 5 percent annually to reach JD 640-700 in the 
coming five years. This progression would create a market size of JD 
450-700 million and a financing gap between JD 185-440 million.

Below is a summary of available research:

·	 In Sanabel’s 2010 Arab Microfinance Regional Report: An 

Industry Update, Jordan’s microfinance market was estimated 
at 377,000 working age individuals eligible for microfinance. 
The study assumed that the poor plus an additional 20 percent 
of the working age population lack access to financial services. 
Of these, 40 percent are interested of which 75 percent are 
eligible for a loan. 

Using a similar methodology but updating for 2020 population data 
and the 2018 poverty rate, the microfinance market is estimated at 
706 thousand working age individuals as shown in Table 2 below. 

Table 2: Demand for microfinance based on population 
data  

2020

Total Population 10,632,161

Population ages 15-64 (% of total) 62%

Population ages 15-64 6,591,939

% of Population Below Poverty Line 15.7%

# of Poor Population ages 15-64 + 20% of 
population 15-64

2,353,322

# of Poor Population ages 15-64 Seeking 
Microfinance (40%)

941,329

# of Poor Population ages 15-64 Eligible for 
Microfinance (75%)

705,997

According to the IFC MSME Finance Gap Report in 2017 with 

updated data as of October 2018, there is an unmet microfinance 

demand of USD 697 million among formal microenterprises as 

shown in Table 3 below. This does not include additional demand 

from informal microenterprises.

Table 3: Access to finance data 
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Micro 143,362 41.7% 1,194,958,283  696,689,892 Not available

SME 12,398 31.2% 7,695,611,544 5,885,429,162 Not available

Total 153,760 41.4% 8,890,569,827 6,582,119,054 1,846,833,345

Source: IFC MSME Finance Gap 2017 updated as of October 2018.

·	 Based on the 2017 Global Findex database, as shown in Table 

4 below, 42.5 percent of Jordanians aged 15+ have an account 

at a financial institution or mobile money account; 26.6 

percent for Jordanian women aged 15+; and 25.2 percent for 

young adults (15-34 years old) Only 16.6 percent borrowed 

from a financial institution in the past year, however, 47.7 

percent of adults (2.9 million adults) reported borrowing any 

money which includes family or friends and informal sources. 

Tanmeyah reports that there are 476,031 active microfinance 

borrowers at the end of 2019. Therefore, even if one-third 

of adults that reported borrowing any funds qualified for 

microfinance the size of the market for microfinance would be 

almost 1 million clients. 

3. DEMAND FOR MICROFINANCE 
IN JORDAN
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Table 4: Financial inclusion data 

2011 2014 2017 MENA 2017

Account (% of those aged 15+) 25.5 24.6 42.5 43.5

Account, female (% aged 15+) 17.4 15.5 26.6 38.0

Account, poorest 40% (% aged 15+) 13.1 16.3 32.9 39.5

Account, young adults (% aged 15-34) 11.5 12.4 25.2 34.0

Borrowed from a financial institution in the past year (% aged 15+) 4.5 13.6 16.6 8.9

Borrowed from a financial institution in the past year, female (% aged 15+) 3.6 10.3 14.2 7.4

Borrowed from a financial institution in the past year, poorest 40% (% aged 15+) 3.9 10.8 15.6 7.7

Borrowed from a financial institution in the past year, young adults (% aged 15-34) 0.9 1.7 4.5 3.9

Borrowed any money Na 33.1 47.7 44.6

Source: World Bank Financial Inclusion Data (Global Findex)

·	 Finally, comparing Jordan’s microcredit penetration to the total population, also provides a reference for the potential microcredit market. 
Taking a sample of countries indicates that microcredit penetration could reach 21 percent (Cambodia) but averages at approximately 
10 percent. Using Tanmeyah’s figures, Jordan has a penetration of 4.6 percent of the population – doubling this figure also indicates a 
market size of approximately 1 million. 

These figures are only approximations and, as such, should not be considered exact. However, they indicate that there is a considerable 
demand for credit and other products by low-income households and small enterprises in Jordan. While the sector’s growth to date has been 
significant,4 there remains considerable room to meet the full potential of the market.

4  The last two years (2018-2019) have been an exception to this with the sector stagnating for reasons discussed in other sections of the report.
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4.1 Historical Overview

For many decades, microfinance in Jordan has made significant 
contributions to employment, income generation, and poverty 
alleviation. Early efforts were largely government-led including 
programs supported by multilateral and bilateral development 
organizations such as the World Bank and the United States Agency 
for International Development (USAID). During the 1950s, several 
credit programs emerged focused on the rural sector. In 1952, the 
Construction Council established the Agriculture Credit Project on 
behalf of the Jordanian government to serve Front-Line villages, 
the West Bank and the East Bank. That same year, the government 
established the Cooperative Construction Department to provide 
loans to rural credit associations. In 1959, with the support of 
the World Bank and USAID, the Jordanian government merged 
these entities with the Agricultural Bank of Jordan to form the 
Agricultural Credit Corporation (ACC) and established a system of 
donor-funded lending programs. The ACC gained legal recognition 
as a specialized agency of the Ministry of Agriculture in 1963 and 
continues to target and promote agricultural development in Jordan 
to this day. 

In the decades that followed, a mix of NGO and other government 
programs further expanded small scale lending and microenterprise 
development in Jordan. The international NGO CARE began 
its work in Jordan in 1948 to meet the needs of Palestinian 
refugees. Over many decades, CARE has contributed to economic 
development and empowerment through its livelihood programs 
with a focus on the vulnerable, particularly women. Jordan Postal 
Savings Fund (JPSF), an independent government institution 
specializing in savings and financing operating in accordance to 
the provisions of Law No. 34 of 1966 and its amendments, started 
saving and financing activities (according to the Islamic Sharia) in 
1974. Save the Children also began operating in Jordan in 1974 and 
introduced their highly regarded Bani Hamida rug-making initiative 
in 1985 which began with twelve women and a grant of USD 
5,000. Other foundation and public lenders followed such as the 
General Union of Voluntary Societies in 1986, and the Development 
and Employment Fund (DEF)5 in 1989. The Jordanian Hashemite 
Fund for Human Development (JOHUD), created in 1977 by royal 
decree, established the Small Business Development Centre currently 

5  DEF began its lending operations under the Law of the Development and Employment 
Fund No. 33 for the year 1992.

known as the Small Business Unit (SBU) in 1996. Rotating savings 
and credit associations numbering in the hundreds were also active 
throughout this period.

Many of these organizations have continued to provide support to 
micro and small enterprises to this date. In its nearly three decades 
of operations, DEF has played a strong role in supporting the 
development of the sector including channeling donor and wholesale 
funding to MFIs for on-lending. In addition, DEF provides direct 
retail microfinance services to targeted segments. The SBU continues 
to provide primarily non-financial support to entrepreneurs in the 
form of training, capacity building, and advisory services. On a 
limited basis, the SBU also provides access to credit. JPSF continues 
to offer financing and saving services through post offices in the 
Kingdom. Both Save the Children and JOHUD went on to establish 
MFIs that are part of the current microfinance sector as further 
discussed below.6 

Initially, most organizations viewed microfinance as a tool for 
achieving social goals through providing low-income individuals 
with financial services, rather than a sustainable - and potentially 
profitable - venture. The concept of sustainable microfinance in 
Jordan traces its origins to a pilot lending program by Save the 
Children in 1994. In that year, Save the Children launched a Group 
Guaranteed Lending and Savings Program in the Mahatta and 
Natheef refugee camps. Encouraged by its success, the pilot program 
was registered as an independent NGO in December 1996 as the 
Jordanian Women’s Development Society (JWDS). During this same 
period, the Ministry of Planning and International Cooperation 
(MOPIC) began playing a critical role in supporting the development 
of the sector marked by the launch of the Achievement of Market-
Friendly Initiatives and Results (AMIR) program in February 1998 
in partnership with USAID. Among other goals, this USD 40 million 
program sought the establishment of a sustainable microfinance 
sector. 

In addition to launching several training initiatives, the AMIR 
program supported the establishment of three MFIs, namely:

·	 Southern Jordan Access to Credit Project (SJACP) which was 
established through a 1998 Cooperative Agreement between 

6  Data related to governmental programs is not included in this report. This report focuses 
on the outreach and performance of the MFIs which are licensed by the CBJ and repre-
sented by Tanmeyah.

4. OVERVIEW OF MICROFINANCE 
IN JORDAN 



Microfinance in Jordan- Developments, Challenges and Future Prospects 8

CHF International and USAID, registered as a non-profit 
limited liability company under the name Middle East Micro 
Credit Company (MEMCC) in 2003. Ten years later, MEMCC 
joined the Vitas Group as a wholly owned subsidiary of Global 
Communities (formerly CHF International) under the name 
Vitas Jordan;

·	 The Jordan Micro Credit Company (Tamweelcom) which was 
established by the Noor Al-Hussein Foundation as a non-profit 
limited liability company with the Ministry of Industry and 
Trade in 1999; and 

·	 Ahli Microfinance Company (AMC) which was founded in mid-
1999 as a wholly owned subsidiary of Jordan Ahli Bank (previously 
Jordan National Bank) and the first private sector MFI.  

The AMIR program also provided support to JWDS which changed 
its legal status from an NGO to a non-profit limited liability 
company under the Ministry of Industry and Trade in December 
1999 and adopted its present name, Microfund for Women (MFW). 
The AMIR program further supported the establishment of the 
Microfinance Association of Jordan (MAJ) in 2001. The objective 
of MAJ was to support the development of the sector and assume 
several of AMIR’s activities. Ultimately, MAJ did not survive due 
to a lack of funding and disagreements within the microfinance 
community regarding membership and policy decisions.7 Eventually, 
it was replaced by Tanmeyah - Jordan Microfinance Network which 
was established and formally registered as a non-profit institution 
at the Ministry of Industry and Trade in 2007. Tanmeyah has since 
been representing the microfinance sector in Jordan. 

The remaining MFIs comprising the sector today were established 
between 2003 and 2015. These include:

·	 United Nations Relief and Works Agency (UNRWA) which 
began providing microloans in Jordan to Palestinian refugees 
in 2003 and operates as an autonomous department under 
UNRWA’s mandate;  

·	 National Microfinance Bank (NMB or Al Watani), also known 
as the “bank for the poor”, which was launched in March 
2006 as a private shareholding not-for-profit company with 
contributions from the King Abdullah II Fund for Development, 
the Arab Gulf Development Program (AGFUND), and two 
private sector investors;

·	 FINCA, a global network of MFIs, who under the patronage of 
her Majesty Queen Rania Al Abdullah, established an affiliate 
in Jordan in late 2007 with the opening of its main office in 
Amman; 

·	 Al-Ameen Microfinance Company which was established and 
registered as a limited liability company with the Ministry of 
Industry and Trade in December 2009; 

7  Sanabel. Microfinance Industry Profile: Jordan, April 2009. 

·	 The Jordanian Hashemite Fund for Human Development 
(JOHUD), which established the Islamic Namouthajeye (Ideal) 
for Microfinance in 2014 as a separate non-profit company; 
and 

·	 Ethmar for Islamic Microfinance established in 2015 by the 
King Hussein Foundation as the first Sharia-compliant Islamic 
microfinance company in Jordan. 

During this period (2003-2015), apart from UNRWA, MFIs in 
Jordan were registered under the Ministry of Industry and Trade 
but were not actively supervised.

In December 2014, the cabinet approved the Microfinance 
Companies Bylaw (5/2015) which paved the way for licensing8 
and supervision of the sector. The main provisions of the bylaw, 
which became effective on June 1, 2015, are: (i) the definition of 
microfinance and the permitted activities for MFIs; and (ii) the 
minimum capital requirement. The bylaw also authorized the CBJ 
to set minimum and maximum limits for interest rates, fees, and 
commissions on products and services provided to MFI clients with 
the exemption of cooperative and charitable associations.9 To date, 
the CBJ has continued to expand its supervisory role over the sector 
as outlined in the action plan for microfinance under the NFIS as 
discussed in more detail in the following section.

4.2 Microfinance and Financial Inclusion 

Jordan is distinguished in the region for being one of the first countries 
to devise a strategy for the development of its microfinance sector 
as early as 2005. Jordan reviewed its microfinance strategy in 2011 
expanding the scope of focus to incorporate financial inclusion10 
and in December 2017 launched its NFIS for 2018-2020. The CBJ 
was designated to lead and oversee the participatory, consultative 
multi-stakeholder policy process for executing the NFIS where 
microfinance was identified as one of three core industry pillars 
along with digital financial services (DFS) and SME finance. The 
NFIS also identified four determinants as the driving force behind 
the core industries: (i) financial technology; (ii) financial consumer 
protection and financial capabilities; (iii) data and research; and (iv) 
laws, regulations, and instructions. 

Jordan has made significant progress in terms of financial inclusion 
but remains on par with other countries in the region with relatively 
low levels of inclusion and lags behind other upper middle-income 

8  In 2018, the CBJ completed issuing licenses for nine MFIs. The one exception is the microfi-
nance program of UNRWA. 

9  It is important to note that to date, CBJ has not exercised this right. 

10  In Jordan, financial inclusion is defined as the state wherein individuals and businesses 
have convenient access to and use affordable and suitable financial products and services 
– payments, savings, credit, transactions and insurance – that meet their needs, help to 
improve their lives, and is delivered responsibly and in a sustainable manner.
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countries. According to Global Findex 2017, the percentage of adults 
(age 15+) with an account at a financial institution is 42.1 percent as 
compared to 43 percent in MENA and 73 percent for upper middle-
income countries. The figure is lower according to a 2017 CBJ/GIZ 
study which found that the percentage of adults with an account at 
a financial institution was only 33.1 percent. Among women, the 
gap is stark. In Jordan, 26.6 percent of women have an account 
(27.2 percent according to the CBJ/GIZ study) as compared to 35 
percent of women in MENA and 69 percent in upper middle-income 
countries. Furthermore, according to Global Findex 2017 only 10.1 
percent of adults report having saved at a financial institution (9.3 
percent according to the CBJ/GIZ study) and 17.8 percent of adults 
report borrowing from an financial institution in the past year (9.9 
percent according to the CBJ/GIZ study).  

Accordingly, to increase financial inclusion the NFIS set two primary 
goals for Jordan, namely: (i) increase account ownership by the 
adult population from 33.1 percent in 2017 to 41.5 percent by 2020 
and, (ii) reduce in the gender gap from 53 percent to 35 percent over 
the same period. The NFIS also gives special attention to priority 
segments with historically lower levels of financial inclusion, 
namely: the bottom 40 percent of households in terms of income 
across women, youth (15 to 24-year-olds in general and 15 to 18- 
year-olds in particular), and refugees. The NFIS also outlines sub-
goals for the three core industries and their ensuing determinants, as 
well as detailed targets for priority segments.

Microfinance plays a vital role in achieving financial inclusion 
through enhancing access to finance for economically active, 
low-income individuals who are typically either underserved or 
excluded. This increases their income levels and contributes to their 
own socio-economic wellbeing. Microfinance also provides access 
to finance for micro and small enterprises (MSEs) that contribute 
to job creation thereby decreasing poverty and unemployment 
levels. In addition, since the majority of microfinance borrowers are 
female, microfinance helps reduce the gender gap. NFIS sub-goals 
for microfinance include: (i) enabling an environment of sustainable 
growth of the microfinance sector in its developmental role; (ii) 
developing the financial and human capacities in MFIs for enhanced 
product development and increased outreach; and (iii) enhancing 
awareness and financial capabilities of microfinance clients. 

To this end, a specific action plan for Microfinance under the 
NFIS outlines sub-goals and strategic measures for the sector,11 the 
following of which have already been implemented:

·	 MFI licensing and the issuance of Financial Consumer 
Protection instructions which include mandating that each 
MFI develops policies for treating clients fairly and establish a 
complaints handling unit; 

·	 The development of offsite and onsite tools and manuals for 
MFI supervision;

·	 Encouraging MFI participation in the credit bureau; and 

11  Action Plan for Microfinance available on the CBJ website. 

·	 MFIs subscription to JoMoPay and eFAWATEERcom for 
disbursement and payment services for loans. 

At the time of writing, additional action items and activities targeted 
for the microfinance sector were in various stages of development 
including:

·	 Issuing CBJ instructions on corporate governance12 and internal 
control systems for MFIs, and establishing a third-party 
system for conducting studies on microfinance sector practices 
(practices with clients throughout the contractual relationship 
and consumptions loans granted by MFIs);

·	 Adopting social performance mechanisms/indicators across the 
CBJ, Tanmeyah and MFIs;

·	 CBJ, Tanmeyah and MFIs coordinating with the Ministry of 
Higher Education, universities, and training institutes for 
developing training courses in the field of microfinance;

·	 Tanmeyah and MFIs building staff capacity in new products 
and segments;

·	 MFIs relending funds obtained from international and regional 
entities to clients either directly or through the CBJ, and opening 
branches or marketing offices for clients in unserved areas;

·	 MFIs developing new microfinance products and services 
targeted at rural clients and the agriculture sector, and 
developing non-financial services (NFS) targeting women, 
youth and low-income clients; and 

·	 The Jordan Loan Guarantee Corporation (JLGC) developing 
a loan guarantee program with MFIs for registered startup 
projects encouraging MFIs to allocate part of their credit 
portfolio to registered startup projects.

The microfinance sector is also mentioned in other NFIS action plans 
currently in process of implementation. This includes the action plan 
for promoting access to finance for micro, small and medium-sized 
enterprises (MSMEs) as follows:

·	 The CBJ allocating 10 percent of facilitated loans obtained from 
international and regional financial institutions to MFIs for 
MSE lending, and 15 percent for start-up companies through 
banks and MFIs;13

·	 Banks and MFIs reviewing and amending credit policies to 
take into consideration MSME specifications, developing an 
operational model and risk management that suits MSMEs, 
and improving accessibility and ease of use of DFS by the SME 
sector;

12  Instructions on Corporate Governance for Microfinance Companies were issued in Decem-
ber 2020.

13  CBJ: Promote access to finance for micro, small and medium-sized enterprises: National 
Target, Strategic Objectives and Activities for Financial Inclusion for the years 2018-2020
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·	 MFIs incorporating quantitative targets in their plans and 
estimated budgets to achieve an increase in their loan portfolio 
of microenterprise projects by at least 15 percent annually; and

·	 MFIs incorporating quantitative targets in their plans and 
estimated budgets to achieve an increase in their loan portfolio 
of small projects by at least 13 percent annually.

In addition to these, conducting two training courses to build the 
financial capabilities of those working in the microfinance sector is 
included under the financial literacy action plan. 

As noted, action plans under the NFIS establish a broad set of sub-
goals and activities for the microfinance sector that contribute to 
overall NFIS goals. However, it will likely take several years beyond 
the 2020 end date to fully implement these activities. Additional 
capacity building for the sector would be required especially if MFIs 
are to achieve the ambitious targets of increasing their loan portfolio 
for microenterprise projects by 15 percent and small projects by 13 
percent per annum. 

In Jordan, as in most parts of the world, microfinance has 
expanded well beyond the traditional concept of ‘microcredit’, i.e. 
small working capital loans to low-income persons and informal 
businesses, to include providing loans for housing, healthcare, 
education, consumption, and other purposes. However, the vision for 
microfinance in Jordan under the NFIS is limited to the provision of 
credit and insurance. The ability of the sector to offer supplementary 
financial services other than just lending and insurance is important 
to reach NFIS’s ultimate goals of increasing outreach to priority 
segments, growing account ownership, and reducing the access to 
finance gender gap. MFIs in more mature markets offer services 
such as savings, money transfers, and insurance as staple products 
serving low-income populations. MFIs are also finding new ways 
to leverage technology to increase operating efficiency and expand 
outreach through alternative delivery channels and other forms of 
digital finance. Increasingly, MFIs are also expanding up market to 
serve very small and small enterprises. 

In many countries, MFIs even operate as full commercial banks, as 
is the case in Latin America, India and Cambodia. Regionally, only 
Syria and Yemen14 allow MFIs to mobilize deposits. In Yemen, the 
regulatory framework enabled the successful transformation of Al 
Kuraimi Islamic Bank from its origins as a money transfer business 
to a deposit-taking MFI before ultimately obtaining a license as a 
commercial bank. Currently, Al Kuraimi hosts 60 percent of total 
bank accounts in the entire Yemeni banking sector even though 
it is the youngest bank in the country. Recommendations for the 
development of the sector which extend beyond those envisioned by 
the NFIS can be found in Section 11.   

14  IFC’s definition of the Middle East and North Africa does not include Mauritania and 
Sudan but both these countries also allow MFIs to mobilize savings.

4.3 Microfinance Outreach

The figures and tables below provide an overview of the sector’s 
loan growth since 2012. Initially, the microfinance sector in Jordan 
focused primarily on providing group lending and business loans. 
Over time financial services offered by MFIs expanded to include 
individual consumer and development loans such as vehicle, 
education and home improvement loans. MFIs market these loans 
under a variety of names based on their intended use. However, 
features of different loan products, including loan size and tenor, 
tend to be similar across the sector. 

As Figures 1a and 1b show, the microfinance sector has grown at 
a robust rate, averaging 9.5 percent per annum in terms of active 
borrowers, and 12.8 percent per annum in terms of gross loan 
portfolio, but at a decelerating rate in more recent years. The rate of 
growth was particularly slow in 2019 with a 1.7 percent increase in 
the number of borrowers. Outstanding gross loan portfolio saw an 
overall decrease of 0.3 percent, with 6 out of 10 MFIs experiencing 
negative growth for the year including two of the sector’s largest 
MFIs. 

The decelerated rate of growth in the sector can be attributed to 
several factors discussed in more detail in this report. These include 
the general macroeconomic slowdown discussed in Section 2 
which undoubtedly affected the clients the sector serves as well as 
the general demand for microfinance. Further contributing to this, 
was the introduction of the Microfinance Companies Bylaw and 
licensing of the sector (Section 5), as well as the introduction of the 
private credit bureau, CRIF, and inclusion of MFIs (Section 9.2). 
While both these steps will eventually strengthen the sector and 
help it grow more responsibly and sustainably, in the short-term, 
they did contribute to the stagnation/shrinkage of the sector in the 
last two years. In 2018, most MFIs were consumed with preparing 
the necessary documentation for licensing as well as ensuring that 
their manuals and policies were compliant with the newly issued 
regulations. As a result, growth took a backseat to this compliance 
process and was not the focus of the MFI Boards and Management 
Teams. Similarly, MFIs gaining access to CRIF has provided them 
with more comprehensive, real-time information on clients’ existing 
loans, including loans with banks to which they had not before 
had access. This, in turn, led to more clients being rejected for 
having more than the maximum number of loans allowed by MFIs’ 
operational guidelines which also contributed to the slowdown in 
growth. 

Furthermore, the issue of gharimat, or indebted women (Section 
10.2), and the resulting undeserved reputational damage to the 
sector led many MFIs to take a more prudent and risk-averse 
approach to growth fearing the potential backlash from both the 
public at large as well as the government. 
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It is also important to note that the bulk of the sector’s portfolio is monopolized by a group loan product as well as a very basic individual 
loan product (marketed under different product names) serving the same target client. There is a lack of true product diversity especially 
when it comes to serving the specific needs and requirements of micro businesses and VSEs and as a result, the opportunities for growth 
remain limited, until MFIs decide to tap these underserved segments (Section 7). 

Figure 1a: Microfinance borrowers (2012- 2019)                         Figure 1b: Microfinance outstanding portfolio (2012- 2019)
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Table 5: Number of borrowers15 (2012- 2019) 

 2012 2013 2014 2015 2016 2017 2018 2019

MFI 1 81,208 100,507 112,128 125,723 134,236 139,901 149,186 143,253

MFI 2  63,101 66,246 71,536 73,474 85,345 87,649 89,915 94,830

MFI 3  33,142 38,573 52,206 62,522 66,457 74,953 84,499 91,173

MFI 4  20,596 24,566 27,256 26,995 26,821 27,545 27,132 24,374

MFI 5  19,881 22,236 25,547 28,408 32,864 38,680 38,928 40,306

MFI 6  15,418 19,022 24,497 25,491 26,901 29,448 32,730 34,513

MFI 7  10,022 11,249 12,576 15,163 16,047 16,886 18,358 16,798

MFI 8  -   0 0 57 1522 2240 2160 3885

MFI 9  9,907 12,525 13,434 15,824 19,121 20,975 22,809 24,196

MFI 10 - 0 0 0 0 0  2,244  2,703 

Total 253,275 294,924 339,180 373,657 409,314 438,277 467,961 476,031

Growth  16.4% 15.0% 10.2% 9.5% 7.1% 6.8% 1.7%

* From 2015-2017, MFI 9 was not a member of Tanmeyah; from 2018-2019, MFI 10 was not a member of Tanmeyah.

15  While the number of active borrowers for each MFI is accurate, the number of active borrowers for the sector as a whole does not account for potential overlap among MFIs. Therefore, the 
actual number of individual borrowers in the sector is expected to be less.
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Table 6: Gross loan portfolio JD (2012- 2019)16

 2012 2013 2014 2015 2016 2017 2018 2019

MFI 1  25,693,474 32,085,628 37,612,580 45,441,023 52,538,324 53,400,675 61,377,129 56,833,026

MFI 2  22,347,067 23,635,354 26,016,850 34,097,733 39,126,144 44,274,119 47,770,410 50,815,810

MFI 3  15,143,986 19,003,391 24,160,031 28,715,434 31,451,210 35,207,616 40,008,238 46,976,202

MFI 4  25,693,474 24,307,927 28,670,187 32,009,845 37,729,963 42,867,365 46,392,867 44,921,609

MFI 5  9,240,751 9,954,180 13,702,134 16,567,300 18,211,726 20,569,222 18,254,363 16,618,456

MFI 6  5,395,703 9,037,573 13,665,526 16,442,038 19,143,834 21,752,713 23,370,244 23,144,987

MFI 7  4,721,631 4,918,946 5,400,382 6,851,486 7,256,169 7,579,291 7,333,508 5,930,408

MFI 8  -   0 0 66,420 874,747 1,387,235 2,252,361 3,288,941

MFI 9  6,224,408 7,002,213 8,784,183 9,366,554 11,939,253 11,654,512 12,265,857 8,981,971

MFI 10 - 0 0 0 0 0 7,670,493 8,465,176

Total 114,460,494 129,945,211 158,011,872 189,557,833 218,271,371 238,692,747 266,695,470 265,976,586

Growth  13.5% 21.6% 20.0% 15.2% 9.4% 11.7% -0.3%

* From 2015-2017, MFI 9 was not a member of Tanmeyah; from 2018-2019, MFI 10 was not a member of Tanmeyah.

In addition to providing financing (whether traditional or Islamic), licensed MFIs are expressly permitted to act as insurance agents for their 
borrowers and undertake the activities of an agent to provide their borrowers with mobile payment services. The Microfinance Companies 
Bylaw further allows MFIs to engage in any other activities or services approved by the CBJ except accepting any form of deposits. Section 
7 provides further details on the current product offerings of Jordan’s MFIs. 

4.4 Role of the Banks 

The banking sector in Jordan consists of 24 licensed banks, of which 16 are Jordanian (3 of them Islamic banks) and 8 are branches of foreign 
banks (including one branch of a foreign Islamic bank). Jordan’s commercial banking network includes 861 branches and 81 representative 
offices.17 Banks in Jordan provide a wide range of banking services to individuals, corporations and SMEs with credit facilities being the 
most significant component of the banks’ asset structure. Currently, Cairo Amman Bank (CAB) is the only commercial bank providing 
retail microcredit in Jordan. CAB has been providing microcredit for almost 15 years. However, the number of loans and volume of their 
portfolio is limited when compared to any MFIs, including younger and smaller ones. More significantly, the banking sector has become 
an increasingly larger wholesale lender to MFIs including both lines of credit and term loans extending up to 48 months. The outstanding 
balance of local commercial loans to four of the largest MFIs (accounting for 75 percent of the microfinance sector) totaled JD 26.2 million 
in 2012, and JD 88.6 million by the end of 2019. See Section 8 for further information on the sources of funding of MFIs.

4.5 Other Financial Service Providers 

As noted above, over many decades the Jordanian government has launched programs to provide financial services targeted at low-income, 
vulnerable segments of the population that fall outside the reach of the formal financial sector. Many of these programs predate the 
development of a sustainable microfinance sector but continue to operate to this day. A more recent government program is the Military 
Credit Fund (MCF). King Abdullah II launched the MCF during Ramadan in 201018 to encourage members of the armed forces and 
security services to save and provides loans and financing services to military personnel on concessional terms under the Islamic murabaha 
system. Similar to other government programs, MCF financing seek to cover costs but are not provided on a full commercial basis. 

In addition to banks and microfinance companies within the private sector, there are numerous non-bank financial companies that provide 
financial services but are not licensed and supervised by the CBJ. These include 110 companies registered with the Ministry of Industry 
and Trade - Companies Control Department who provide financial services to clients including conventional and Islamic micro, small and 
medium finance as per their registration documents.19 

16  Figures are based on data provided by MFIs to Tanmeyah. The CBJ noted minor discrepancies with the figures presented in MFIs’ audited financial statements in some cases. 

17  CBJ Annual Report 2019.

18  King Abdullah founded MCF in his capacity as The Supreme Commander of the Jordanian Armed Forces.

19  An August 2019 study supported by the European Union classified these non-bank financial companies as semi-formal, the study defines “semi-formal” as “registered at The Ministry of Industry, 
Trade and Supply (MOITS). The semi-formal financial sector is subject to internal regulations but not licensed and supervised by the CBJ. Some of them are publicly traded and accordingly are su-
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Before 2015, lending activities did not require a license or permit in Jordan. This changed in 2015 with the introduction of the Microfinance 
Companies Bylaw but only for a specific set of non-bank financial service providers engaged in microcredit; since then these financial service 
providers (known as Microfinance Companies) were required  to comply with the new bylaw, apply for a license and move under the supervision 
of the CBJ. Other non-bank financial institutions (NBFIs) continued operating without any specific regulation, supervision or any licensing 
requirements.20  The presence of subsidized government programs and financial service providers that are neither licensed nor supervised by the 
CBJ creates an unlevel playing field among operators in the microfinance space and causes distortions in the market. Furthermore, because these 
companies are not subject to the Microfinance Companies Bylaw and relevant CBJ stipulations concerned with consumer protection, they are 
free to engage in exploitative and harmful practices that can undermine the reputation and progress of the formal microfinance sector. These 
have been ongoing concerns among the regulated MFIs in the sector. See further discussion in Sections 5 and 11.   

4.6 Payment Systems

Jordan has a highly integrated payment system infrastructure. The CBJ acts as a supervisor over these systems ensuring their efficiency 
and safety. Banks operating in the Kingdom are the only ones authorized to use the real time gross settlement system (RTGS-JO), the 
electronic check clearing (ECC) system, and the automated clearing house (ACH) system which are all operated by the CBJ. The CBJ 
authorized, MadfooatCom, a Jordanian company and licensed payment system manager, to build, administer and operate the electronic bill 
presentment and payment system, eFAWATEERcom. With the exception of Citi Bank and Rafidain Bank, Jordanian banks are also using 
eFAWATEERcom. There are a number of banks21 connected to the Jordan mobile payment system (JoMoPay) which enables their clients 
to use their bank accounts to send and receive funds to and from e-wallets in real time. In January 2017, the CBJ and all banks operating 
in Jordan established the Jordan Payments and Clearing Company (JoPACC). JoPACC owns and is responsible for the development of 
JoMoPay, eFAWATEERcom, as well as CliQ which was launched by JoPACC in Q2 2020 to enable instantaneous fund transfer between 
bank clients’ accounts. The main objective of JoPACC is to establish and develop digital retail and micro payments systems and invest 
in innovative technology and DFS. Jordan’s National Payment System is depicted in Figure 2 below. 

Figure 2: Jordan’s National Payment System 

In 2014, the CBJ introduced a regulatory framework for mobile financial services which allows nonbanks such as mobile network operators 
(MNOs) and other entities to become licensed PSPs. There are currently seven mobile payment service providers: Aya, Dinarak, Gadha, 
Mahfazti, National Wallet, Orange Money, and Zain Cash. MFIs cannot act as PSPs but can act as agents of PSPs to offer e-wallet services 
for their borrowers only. The primary use of these services by MFIs has been to enable their borrowers to receive loan disbursements and 
repay installments electronically via their PSP e-wallets. See Section 7 for further information on DFS offerings by MFIs. 

pervised by Jordan Securities Commission. Also, the semi-formal sector includes Community Based Organizations (CBOs) that provide loans that are registered at Ministry of Social Development.”

20  A new draft Finance Companies Bylaw, once approved, is expected to change this and require all NBFIs to have a license  in order to engage in lending and financing activities thereby moving 
all NBFIs engaged in microcredit, financial leasing, factoring, real estate finance, real estate re-finance, Islamic finance and lending activities in general, under the supervision of the CBJ.  

21  These include Bank of Jordan, Jordan Commercial Bank, Housing Bank for Trade & Finance, Cairo Amman Bank, and Arab Bank, Etihad Bank and Jordan Kuwait Bank.
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Before the CBJ assumed regulatory and supervisory authority of the 
microfinance sector, microfinancing activities did not require a license 
or permit in Jordan. The legal framework affecting microfinancing 
activities depended primarily on the legal status of the microfinance 
provider. NGO MFIs were registered at the Ministry of Social 
Development. Under this registration, NGO MFIs were exempted 
from taxes, and were permitted to undertake lending activities and 
had to comply with yearly reporting requirements.22 Nearly all 
MFIs, however, were registered in the Ministry of Industry and Trade 
as for-profit or nonprofit limited liability companies or as private 
shareholding companies at the Companies Control Department 
under the Companies Law No. 22 of 1997. These MFIs fell under 
the same general rules and regulations applied to companies and, 
according to the Banking Law, were prohibited from deposit-taking 
activities unless they also held a banking license. 

On December 14, 2014, the Council of Ministers adopted Bylaw 
No. (5) of 2015 for Microfinance Companies.23 In June 2015, 
the Microfinance Companies Bylaw went into effect making 
licensing, monitoring and supervising microfinance companies the 
responsibility of the CBJ. The 2015 Bylaws defined microfinance 
activity as “provision of financing and financial activities to persons 
of low-income and persons who are unable to obtain financial 
services wholly or partially from the banking sector, whether 
these parties are individuals, microenterprises or small enterprises 
according to standards determined by the bank [Central Bank of 
Jordan]”. For licensing, the Bylaw requires MFIs to be either a 
limited liability company, a private shareholding company, or a 
branch of a foreign company that engages in microfinance activity. 
A company licensed under this law must clearly use the expression 
“microfinance” in its name.

22  All NGOs must submit a copy of the audited financial statements along with the minutes 
of meeting of the general assembly at the end of each fiscal year.

23  While this bylaw changed the game for NBFIs engaged in microcredit as MFIs had to move 
under the supervision of the CBJ and had to comply with the new rules and apply for a li-
cense, all the other NBFIs were left to operate without any specific regulation, supervision 
or any licensing requirements; these include financial leasing, consumer lending and SME 
financing companies etc. However, and as the plan of CBJ was to supervise NBFIs in two 
phases, Firstly the MFIs and then the other NBFIs, a new draft Finance Companies Bylaw 
was circulated recently. Once approved, it will change this and add a requirement to ob-
tain a license in order to engage in any lending and financing activities; it will also move all 
NBFIs engaged in microcredit, financial leasing, factoring, real estate finance, real estate 
re-finance, Islamic finance and lending activities in general, under the supervision of the 
CBJ. Though the new draft bylaw will replace the MF companies Bylaw of 2015, it will keep 
the min capital requirement for MFIs as it is (JD 2 million) while it proposes a minimum 
capital ranging from JD 5-15 million for other NBFIs. 

Under Article 3, the Bylaw states that no person24 shall engage 
in microfinance activity unless being licensed to do so. It also 
prohibited any unlicensed person to use in any way the expression 
“microfinance”,  its synonyms, and other expressions and implications 
related to the engagement in microfinance in their name, papers, 
documents and advertisements unless the context indicates that the 
particular use is not related to microfinance activity.  

The CBJ published the instructions for licensing MFIs in May 
2016 and any entity wanting to practice microfinance had to be 
licensed by the CBJ. The CBJ granted a grace period until June 2017 
(extended later until June 2018) by which time existing MFIs were 
expected to comply with the new Bylaw. By May 2018, the CBJ 
issued licenses for nine25 MFIs and, since then, has been undertaking 
regular offsite and onsite supervision of the MFIs. 

The overwhelming view within the sector is that the CBJ looks 
at MFIs with a commercial banking lens and accordingly, despite 
being credit only MFIs, subjects MFIs to prudential rather than non-
prudential regulations. The number of Board Meetings mandated is 
just one very simple and minor example of that. There is a general 
impression that there is a lack of understanding of the specificity of 
the microfinance sector. 

5.1 Minimum Capital

The Microfinance Companies Bylaw set the minimum amount of 
paid-up capital for licensing a company at JD 2 million (USD 2.8 
million). For a non-profit company, the requirement was set at a 
minimum amount of paid-up capital and surplus existing in equity 
of JD 2 million.

These capital requirements fall in the mid-range of the requirements 
for the rest of the MENA region.26 For non-deposit-taking MFIs, 
Palestine is at USD 5 million; Egypt was at ~USD 2 million 

24  While the bylaw does not provide a definition to the term “person”, it is defined in the Civil 
Code and includes both natural and legal persons. 

25  This includes all the microfinance companies in Jordan and excludes the UNRWA micro-
credit program.

26  This is in comparison to the USD values of the capital requirements at the time the regula-
tions were passed. When comparing the capital requirements in Jordan to the current USD 
value of the capital requirement in countries that have witnessed serious devaluations 
such as Egypt, Lebanon and Yemen, Jordan’s are significantly higher. 

5. LEGAL AND REGULATORY 
STRUCTURE 
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(EGP 15 million)27; Tunisia at ~USD 2 million (TND 3 million)28 for 
for-profit companies and ~USD 33 thousand (TND 50 thousand) 
for NGOs29 and Lebanon at ~USD 1.3 million (LBP 2 billion).30 For 
deposit-taking MFIs and/or MF banks, Syria was at ~USD 5 million 
(SYP 250 million)31 and Yemen at ~USD 2.5 million (YER 500 
million).32 However, it is worth noting that this is also linked to the 
cost of living and the average loan size in each country. 

5.2 Restrictions on Branching 

MFIs in Jordan must receive a written approval from the CBJ 
before opening, relocating, or closing a branch. This is a common 
requirement for MFIs in the region. However, MFIs reported 
excessive delays in receiving such approvals ranging from 6-12 
months even to relocate a branch.33 This can be disruptive to MFI 
operations and costly in terms of rental agreements and the like. 

5.3 Corporate Governance 

The CBJ’s NFIS action plan for microfinance includes the issuance 
of corporate governance instructions. During the drafting of this 
report, the CBJ circulated a draft of the instructions. The sector 
reviewed the draft instructions finding them generally acceptable 
but expressed a number of concerns. First, the draft instructions 
require MFIs to hold at least six board meetings per year and 
that all meetings should be attended by board members in person. 
This is a burden and a challenge for MFIs that have the majority 
of their board members located outside the country, especially 
considering that the Companies Law allows virtual meetings using 
telecommunications solutions. Second, the draft instructions require 
each board member to sign the BOD meeting minutes, although the 
Companies Law recognizes the legality of the BOD minutes if signed 
by the Chairperson of the Board and the Secretary of the Board. This 
would be a challenge for meetings held virtually. Third, the draft 
instructions requires attesting the signatures of the BOD members 
and the executive management on the declaration forms annexed 
to the instructions, and based on previous experience it is advisable 
to avoid the requirement for these forms to be notarized due to the 
complexity of notarization in some countries, including Jordan, and 

27 As per 2014 USD exchange rate when regulations were issued. Today this is equal to EGP 
940 thousand. 

28  As per 2011 USD exchange rate when regulations were issued. As of October 2020, this is 
equal to USD 1.1 million.

29  As per 2011 USD exchange rate when regulations were issued. As of October 2020, this is 
equal USD 18,333.

30  Circular 506 issued by Banque Du Liban in August 2018 imposed a minimum capital 
requirement per head office and branches: The minimum capital requirement is 2B LBP 
(~USD 1.3 million) for head office and an additional 250 million (~USD 164,000) per branch. 

31  As per 2008 USD exchange rate when regulations were issued. As of October 2020, this is 
equal to SYP 525 thousand. 

32  As per 2009 USD exchange rate when regulations were issued. As of October 2020, this is 
equal to YER 2 million.

33  The CBJ does not agree with this point and commented that such a report should not 
include these details.

acknowledge other alternatives such as attesting the signature by the 
MFI itself or by the MFI’s lawyer.34 

5.4 Provisioning Requirements

MFIs have adopted IFRS 9 based on a request from the CBJ. However, 
the CBJ has not yet issued specific instructions on provisioning 
requirements. According to the sector, the income tax department 
does not recognize provisions as expenses and therefore reverses 
them when determining the net profit of the MFI. This serves to 
increase the tax burden on for-profit MFIs. This is not the case for 
banks where clear instructions from the CBJ on provisioning are 
recognized by the tax department as an expense. 

5.5 Permitted Activities

A licensed microfinance company is allowed to provide financing 
(whether conventional or Islamic); to act as insurance agents for 
customers; to act as an agent for PSPs to provide its clientele mobile 
and electronic payment services; and to engage in other activities or 
services approved by the CBJ. Microfinance companies are expressly 
prohibited from accepting any form of deposits.

Regionally, this falls on the limited end of the spectrum of services 
allowed for microfinance (see Table 7). Regulations in Sudan, 
Yemen, and Syria provide a framework for MFIs to offer deposits 
and insurance services. These products and services often meet the 
latent demand of low-income households and allow MFIs to further 
contribute to financial inclusion.

Table 7: Regional comparison of allowed services and 
products

Credit Deposits Insurance
Money 
transfer

Mobile 
money

Jordan √ As agent
Needs 

approval
As 

agent35 

Yemen √ √ √ √

Syria √ √ √

Tunisia √ As agent √

Lebanon √ Limited

Egypt √ As agent

 Palestine √ √ Limited

34  The CBJ issued the final corporate governance instructions in December 2020. The final 
instructions were amended to allow one third of the members to attend remotely but for 
a maximum of 3 meetings per member per year. This remains a challenge for some MFIs 
who have non-resident board members. The second issue regarding the signing of BOD 
minutes remains in the final instructions. With respect to the third issue, the final version 
of the instructions only requires attesting the forms by the MFI and not a notary public.    

35 MFIs can act as agents of PSPs and may engage in e-wallet registration, conduct the 
needed KYC and provide cash-in and cash-out services for clients.
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5.6 Caps, Limits and Fees

The CBJ has not imposed any caps on interest rates or commissions 
but retains the authority to do so. With respect to lending, the 
CBJ has imposed certain limits as outlined in the Instructions on 
Licensing and Existence of Microfinance Companies as follows:

• Maximum amount of a loan/finance to any client may not 
exceed (0.2%) of the total loan portfolio balance at the end of 
the month preceding the date of loan/finance approval.

• Limits on the loan size apply to new clients only as follows:36

o maximum JD 20,000 per loan/finance to a natural person 
for the first time.

o maximum JD 50,000 for the loan/finance to a micro 
enterprise for the first time.

o maximum JD 70,000 thousand for the loan/finance to a 
small enterprise for the first time. 

• For new MFIs limits on the loan size apply to new clients only 
as follows:

o maximum JD 10,000 per loan/finance to a natural person 
for the first time

o maximum JD 20,000 for the loan/finance to a micro 
enterprise for the first time

o maximum JD 30,000 thousand for the loan/finance to 
small enterprise for the first time. 

36  According to the Microfinance Companies Bylaw, MFI clients can be categorized into three 
segments: (i) low-income people; (ii) people who could not, in whole or in part, obtain the 
financial services from the banking sector; and (iii) microenterprises and small enterprises. 
A microenterprise is a company/enterprise whose total assets or annual sales/revenues 
are less than JD 100,000 and less than five employees. A small enterprise is a company/en-
terprise whose total assets or annual sales/revenues are between JD 100,000-1,000,000, 
with the number of employees ranging between five to twenty.

Limits on new MFIs apply during the first three years of licensing, 

or until the loan amounts become less than 0.2 percent of the total 

loan portfolio balance. Taking into account the current average 

outstanding loan balance of the sector, these ranges provide 

adequate flexibility for MFIs to continue to increase the size of 

loans granted to microenterprises, as well as target the higher end 

of the microfinance spectrum. 

The CBJ does not specify fees it may charge MFIs for registration, 

annual licenses, opening new branches, or others.37 In terms of 

access to funding, for-profit MFIs are not restricted. Non-profit 

MFIs are required to ask for pre-approval from the Cabinet before 

accepting any foreign funding (grants or debt), which proved to 

be a cumbersome and time-consuming process. The instructions 

issued to date focus primarily on non-prudential regulations and 

provide appropriate and adequate flexibility to MFIs in their 

operations. Importantly, the CBJ does not impose caps on interest 

rates or commissions.

Table 8 provides a regional comparison of legal caps and limits on 

microfinance activities. Most countries have defined the maximum 

loan size MFIs can disburse (or in the case of tiered regulation, 

maximum loan size by tier). However, only Syria has put a limit on 

the interest rates or fees charged. Palestine is the only country in 

the region that has limited MFIs’ access to debt financing.

37  This is a huge advantage when compared to other countries in the region. For example, in 
Egypt, MFI companies have to pay 0.5% of their average outstanding portfolio as a fee to 
FRA each year (the percentage goes down to 0.25% for NGO MFIs). This would be around 
JD 200-300 thousand per year for each of the larger MFIs in Jordan. 

Table 8: Regional comparison of limits imposed by regulators

Limits on loan size
Existing limits on 

interest rates or fees
The right to enforce 

limits on interest or fees 
Limits on access 

to funding
Other

Jordan √* √ Pre-approval for foreign grants

Yemen As % of capital and 
reserve

Syria √ √ Pre-approval for foreign grants

Tunisia √** √

Lebanon Defined microloans

Egypt √ Pre-approval for foreign grants

Palestine √ √

Morocco √ √

*Limits apply during the first three years of licensing or until the loan amounts become less than exceed (0.2%) of the total loan portfolio balance.

**All MFIs are required to get Autorité de Contrôle de la Microfinance permission before adopting these new limits.
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5.7  Taxes

The tax structure in Jordan for MFIs is detailed in Table 9. 

Table 9: Taxes

Income Tax

For-profit companies are subject to 
24% income tax38 plus 4% national 
contribution tax Non-profit companies 
are exempted from income tax      

General Sales Tax (VAT)
16% (including on international 
borrowings, unless from an exempted 
entity such as IFC)

Sales Tax  3% on interest revenues39

Stamp Duties

JD 1 on loans less than JD 500
JD 2 on loans from JD 500 to JD 1,000
0.003% of the loan amount for loans 
that exceed JD 1,000

Withholding

10% of interest on loans from 
international lenders and technical 
assistance contracts unless from an 
exempted entity (such as IFC) 

The total income tax rate in Jordan of 28 percent for for-profit 

companies relatively high when compared to the region; in Palestine 

15 percent, 17 percent in Lebanon, 20 percent in Yemen, 22.5 

percent in Egypt, and 25 percent in Syria and Tunisia.40 In addition, 

MFIs pay a 3 percent sales tax on interest revenues41 of which banks 

are exempt.

Apart from higher tax rates on the regional level, the current tax 

structure puts a heavy burden on for-profit MFIs. Before bringing 

the microfinance sector under the umbrella of the CBJ, the legal 

framework affecting microfinancing activities depended primarily 

on the legal status of the microfinance provider. NGO MFIs were 

registered at the Ministry of Social Development, were exempted from 

taxes, and had to comply with the yearly reporting requirements.42 

Nearly all MFIs, however, are registered as for-profit or nonprofit 

limited liability companies in the Ministry of Industry and Trade at 

the Companies Control Department under the Companies Law No. 

22 of 1997 and fall under the same general rules and regulations 

38  Banks are subject to an income tax of 35 percent.

39  Banks are not subject to this sales tax.

40 In some countries such as Tunisia, the same income tax is applied to for-profit and not-for-
profit MFIs. Such an approach generates additional tax revenue, prevents regulatory/tax 
arbitrage, and creates a more level playing field.

41 The authors are not aware of similar practices in other Arab Countries, with the exception 
of Palestine where MFIs are required to pay VAT (16 percent) on their staff salaries. How-
ever, this VAT is also applicable to staff in the banking sector.

42  All NGOs must submit a copy of the audited financial statements along with the minutes 
of meeting of the general assembly at the end of each fiscal year.

applied to companies. In 2004, in an attempt to support the nascent 

Jordanian microfinance sector and following the issuance of the 

NMB special law which exempts it from all taxes, the Council of 

Ministers exempted microfinance companies from taxes. In 2014, 

this exemption was lifted, and MFIs became subject to taxes and 

duties according to each institution’s legal form (e.g. according 

to the Income Tax Law, nonprofit companies are exempted from 

income tax, but for-profit companies are subject to income tax and 

treated as financial institutions).  Today, not-for-profit MFIs are 

subject to the general sales tax (VAT), sales tax, and stamp duty but 

not the corporate income tax. Whereas for-profit MFIs are subject 

to the general sales tax (VAT), sales tax, stamp duty and corporate 

income tax. While NMB remains exempt from paying these taxes, 

three MFIs continue to pay retroactive taxes (both sales tax and 

stamp duties)43 claimed by the Income and Sales Tax Department. 

Additionally, banks are exempt from paying certain taxes and their 

loan loss provisions are taken into consideration when calculating 

income tax which is not the case for for-profit MFIs. This puts for-

profit MFIs at a disadvantage, and ultimately the cost is passed on to 

borrowers. Since 2015 however, MFIs have been in discussion with 

the CBJ to support their request to the Ministry of Finance to waive 

sales tax and stamp duties in an effort to gain the same treatment 

received by banks. 

5.8 Financial Consumer Protection

In 2017, the CBJ created an independent consumer protection 

department covering all financial services that fall under the 

supervisory umbrella of the CBJ, including MFIs. This department is 

also responsible for enforcing the Instructions of Financial Consumer 

Protection for Microfinance Sector No. 15 of 2018, which adopted 

the Smart Campaign Principles. Compared to other countries, 

Jordan along with Palestine and Lebanon, ranked first in applying 

and adopting all the Smart Campaign Principles, followed by both 

Tunisia and Egypt who applied six out of the seven principles.44    

Table 10 below provides a summary of the Instructions for Internal 

Procedures for Dealing with Customer Complaints for Financial 

and Banking Services Providers No.1 of 2017, and the Instructions 

of Financial Consumer Protection for Microfinance Sector No. 15 

of 2018. 

43  Many MFIs find the Stamp Duties Law to be vague and open to varying interpretations as 
to whether MFIs should charge their respective clients stamp duties or not. This is because 
MFIs are private and not public shareholding companies; as the law clearly states.

44  A comparison of Consumer Protection regulations in 10 Arab countries conducted by Alaa 
Abbassi under IFC’s Responsible Finance Project in 2018.
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Table 10: Financial consumer protection and customer complaints

Principle Requirement

Appropriate Product Design & 
Delivery 

Financial Consumer Protection for Microfinance Instructions No. 15 of 2018:

Article 4. The MFI should have written instructions and clear procedures for products and services design that 
limits the risk of over indebtedness and the concentration of consumption lending vs. productive, according to 
a set of clear measures.

Prevention of Over Indebtedness

Financial Consumer Protection for Microfinance Instructions No. 15 of 2018 

Article 6. the MFI should conduct proper credit analysis and review for the client and the guarantor credit profile 
through reliable sources out of which is the credit bureau, in addition of having a written acknowledgment from 
the client and guarantor of all obligations; 

Article 6. The MFI shall have clear measures through a guide to assess the solvency of the clients and their 
ability to repay not exceeding the DBR ratio (already defined in the credit policy).

Transparency 

Financial Consumer Protection for Microfinance Instructions No. 15 of 2018

Article 7. A clear disclosure about the products and services is required and shall be inclusive for all important 
information, characteristics and conditions of the promoted products and services, without including unclear 
messages or misleading information, using a clear, simple and visible Arabic language and the date of the expiry 
of the promotion. The MFIs must have a brochure that reflect the features of the available products and services 
and shall be available in all of the branches, PR agency and the website.  

Responsible Pricing

Financial Consumer Protection for Microfinance Instructions No. 15 of 2018 

Article 5. The MFI shall develop the credit policy and the related procedures in accordance with this instruction 
and to have it endorsed by the BOD. The policy shall include at least the following: DBR, tenor, interest rate, 
APR, clear mechanism for the loan rescheduling /non-performing loans.

Fair and respectful treatment of 
clients

Financial Consumer Protection for Microfinance Instructions No. 15 of 2018 

Article 9. The MFI shall have a set of clear procedures and special instructions for dealing with defaulted clients, 
humanity cases and the clients that have emergency cases or the clients with special needs or cannot read and 
write. Checks are not accepted as a collateral. In case the customer or the guarantor signs a promissory note in 
addition to signing the contract, the MFI can only provide one of the documents to the court with respect to any 
legal action.  It is not allowed for the MFI to do the following: (example) contact any party or individual who 
has a direct relation with the client or the guarantor. The MFI shall design private policy approved by the Board 
on the principle of dealing with customers fairly and responsibly and to be revisited in 3 years.  

Privacy of client data

Microfinance Companies Bylaw No. 5 of 2015 

Article 20. All of the Clients data deemed confidential and cannot be use without a pre-written approval from 
the client or the guarantor and in accordance with the legislation and instructions of the CBJ. 

Microfinance Companies Bylaw No. 5 of 2015 and Financial Consumer Protection for Microfinance Instructions 
No. 15 of 2018 

Article 8. The employees of the MFI shall sign on a pledge to maintain the secrecy of the client’s information 
during their employment at the MFI and after, and the MFI shall be responsible of preventing and securing the 
data of the clients through a secured environment and strict procedures.

Mechanisms for complaints 
resolutions

Internal Procedures for Dealing with Customer Complaints for Financial and Banking Services Providers 
Instructions No. 1 of 2017 

The application of the internal procedures for dealing with customers complaints for financial and banking 
service providers include a set of strict procedures depending on the best applied practices and time frame that 
request having an appropriate human factor and systems with reference numbers, and allows through the access 
of the CBJ website to file complaints directly if the financial institution did not respond properly.
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At the end of 2019, there were ten microfinance members of Tanmeyah in Jordan with a total of 476,031 borrowers45 (these numbers are 
subject to double-counting as up to 25 percent of borrowers overlap across lenders), an outstanding loan portfolio valued at JD 266 million,46 
and a network of 201 branches.47 As shown in Table 11 below, the top four MFIs account for nearly 75 percent of the sector in terms of both 
borrower outreach and outstanding portfolio. The average outstanding loan balance for the sector is JD 559.48 

Table 11: MFI outreach at the end of 2019

Number of  
borrowers

Market share
Outstanding 

portfolio (JD)
Market share

Number of 
branches

Market share
Average outstanding  

loan balance (JD)

MFI 1 143,253 30.1% 56,833,026 21.4% 61 30.3%  397 

MFI 2 94,830 19.9% 50,815,810 19.1% 38 18.9%  536 

MFI 3 91,173 19.2% 46,976,202 17.7% 34 16.9%  515 

MFI 4 24,374 5.1% 44,921,609 16.9% 16 8.0%  1,843 

MFI 5 40,306 8.5% 16,618,456 6.2% 25 12.4%  412 

MFI 6 34,513 7.3% 23,144,987 8.7% 9 4.5%  671 

MFI 7 16,798 3.5% 5,930,408 2.2% 8 4.0%  353 

MFI 8 3,885 0.8% 3,288,941 1.2% 2 1.0%  847 

MFI 9 24,196 5.1% 8,981,971 3.4% 7 3.5%  371 

MFI 10 2,703 0.6% 8,465,176 3.2% 1 0.5%  3,131

TOTAL 476,031 100% 265,976,586 100% 201 100% 559

45  As of the second quarter of 2020, there are 466,394 active borrowers in Jordan.

46  As of the second quarter of 2020, total gross loan portfolio JD 273 million.

47  As of the second quarter of 2020, there are 213 branches.

48  As of the second quarter of 2020, the average outstanding loan balance is JD 585.

6. MFI OUTREACH AND 
PERFORMANCE IN JORDAN 
TODAY

After many years of sustained growth, the sector has been regaining 
its footing following a number of significant events in recent years. 
The introduction of the Microfinance Companies Bylaw and 
licensing represents a significant shift in the history of the sector 
with MFIs now subject to CBJ requirements, instructions, reporting 
and supervision. The inclusion of MFIs in CRIF has provided 
further insights, not only into the overlap of borrowers within the 
microfinance sector, but also overlaps across the banking sector 
revealing a higher level of indebtedness among clients than was 
previously known. This prompted MFIs to readjust their approaches 
to credit risk management. The gharimat issue (Section 10.2) which 
resulted in interventions at the highest levels of government brought 

negative attention to the sector and highlighted the hazard of over-
indebtedness among most-at-risk clients. This propagated the need 
for greater supervision of unregulated financial service providers 
especially since continued regional conflicts and instability engenders 
an influx of refugees, as well as a declining macroeconomic 
environment that puts added strains on the sector. 

Despite macroeconomic and sectoral challenges, the microfinance 
market has maintained a robust performance throughout 2019 
particularly in terms of portfolio quality and profitability. Given their 
performance, the large untapped market opportunities, and limited 
regulatory constraints (especially when it comes to diversifying loan 
products, serving VSE segments, and expanding DFS), the sector 
should expect to see a return to robust growth rates.49 

49  The global COVID-19 pandemic sent initial shockwaves through the sector. Jordan adopted 
some of the strictest quarantine measures in the region closing borders and enforcing a 
strict lockdown. This resulted in some of the lowest transmission rates worldwide. As the 
pandemic is ongoing at the time of writing, the full impact on Jordan and the microfinance 
sector in particular is yet unknown.
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6.1 Regional Coverage 

Generally, Jordanian MFIs give higher priority to other governorates outside of Amman and poverty pockets inside and outside Amman. This 
focused outreach aims at supporting economic and social development in the Kingdom by providing financial services to targeted segments, 
including productive and low-income people, and MSEs. 

In 2019, the majority of the industry’s infrastructure and operations were set outside of Amman in terms of borrowers, branches, and 
portfolio investments. Of the total 201 branches in Jordan, 137 MFI branches (69 percent) are located outside the governorate of Amman; 
only 151,992 or 32 percent of active loans are located within the Amman governorate – a city of approximately 4 million people – which 
means that the majority of loans are given to borrowers who are located outside of the Amman governorate. Also, 38 percent of the 
outstanding portfolio is in Amman and the remaining 62 percent is in the other governorates.

Table 12: Active borrowers by governorate (2013- 2019) 

Governorate 2013 2014 2015 2016 2017 2018 2019

Amman 99,429 108,271 120,469 133,360 138,977 146,323 153,227

Balqa 32,176 35,305 32,192 31,006 35,481 41,380 41,584

Zarqa 55,268 58,943 60,939 64,237 65,429 68,081 69,420

Madaba 14,215 17,567 18,969 19,914 21,154 22,934 22,718

Irbid 41,297 52,574 59,632 68,630 76,123 79,378 79,036

Mafraq 9,886 13,518 17,627 19,407 21,977 24,844 25,692

Ajlun 3,533 5,870 8,084 9,541 10,109 10,550 9,982

Jerash 10,930 11,671 13,292 14,553 14,627 15,820 15,017

Karak 16,434 20,166 23,450 27,689 30,571 32,989 33,812

Tafilieh 3,411 6,113 7,460 7,801 8,513 9,018 8,920

Maan 1,443 2,048 3,225 4,176 5,674 6,568 6,454

Aqaba 6,902 7,134 8,318 9,000 9,642 10,076 10,169

Total 294,924 339,180 373,657 409,314 438,277 467,961 476,031

Table 13: Gross loan portfolio by governorate 2013- 2019 (JD) 

Governorate 2013 2014 2015 2016 2017 2018 2019

Amman 48,168,095 56,522,203 72,169,845 83,322,209 89,235,052 100,475,138 103,839,723

Balqa 12,657,946 14,817,831 14,456,720 15,950,602 18,470,669 20,138,752 19,570,731

Zarqa 23,223,098 26,916,006 30,599,789 34,095,941 35,035,525 37,416,169 35,661,721

Madaba 6,487,889 8,302,547 9,136,622 10,711,100 15,240,342 12,660,481 12,112,544

Irbid 16,329,282 21,413,959 25,301,123 29,782,057 34,322,156 39,408,495 38,603,657

Mafraq 3,362,037 4,747,876 6,404,415 7,395,758 7,857,273 10,391,515 10,861,705

Ajlun 1,142,498 1,897,249 3,185,503 3,921,624 5,313,892 4,424,063 3,953,177

Jerash 4,624,517 5,369,624 6,234,000 6,986,271 7,234,616 8,015,842 7,450,916

Karak 8,337,002 10,677,371 12,443,713 15,259,498 12,960,016 19,352,758 19,743,297

Tafilieh 1,442,917 2,505,100 3,165,490 3,579,435 4,718,302 4,517,418 4,522,890

Maan 267,502 583,504 1,104,450 1,655,803 1,867,615 2,659,022 2,721,330

Aqaba 3,902,428 4,258,603 5,356,163 5,611,071 6,437,289 7,235,817 6,934,895

Total 129,945,211 158,011,872 189,557,833 218,271,371 238,692,747 266,695,470 265,976,586
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In 2019, the microfinance industry grew the number of borrowers 

by 1.7 percent, with Amman contributing to 85 percent of this 

growth as shown in Table 12 above. Half of the governorates 

including Madaba, Irbid, Ajlun, Jerash, Tafilieh, and Maan saw 

declines in the number of clients. In terms of gross loan portfolio, 

the sector saw an overall decline of 0.3 percent with more 

than half of the governorates experiencing declines. In terms 

of individual governorate performance, Amman led with a 4.4 

percent growth in the number of active borrowers, while Mafraq 

led with a 4.5 percent increase in gross loan portfolio. 

6.2 Average Loan Sizes

Average outstanding loan balance

The average outstanding loan balance of borrowers rose from JD 452 
in 2012 to JD 559 in 2019, an increase of nearly 24 percent. This figure 
varies across institutions; one institution shows an increase of just 13 
percent over the period, five institutions show increases ranging from 
25 percent to 92 percent, and three institutions show decreases ranging 
from 11 percent to 40 percent. As is shown in the graph below, most 
MFIs average outstanding loan balances fall within the range of JD 
300 to JD 750. Only two MFIs have average outstanding loan balances 
above JD 750. MFI 10 is not shown on the graph as it is a major outlier 
with an average loan balance above JD 3,000. 

Figure 3: Average loan balance by MFI 2012- 2019
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In microfinance, average outstanding loan balance as a ratio to GNI 

per capita is often used as a proxy for client poverty levels. Table 14 

provides a comparison of average outstanding loan balances and 

the average outstanding loan balance as a ratio of GNI per capita 

in MENA countries based on Mix Market and World Bank data 

for 2018. As shown, the overall average outstanding loan balance is 

USD 482, and average outstanding loan balance as a ratio of GNI 

per capita ranges from 5 percent (Egypt) to 320 percent (Yemen). 

Based on data for Jordan in 2018, the average outstanding loan 

balance was USD 805 (JD 570) and average outstanding loan 

balance as a ratio of GNI per capita was between 13 percent and 58 

percent. This data suggests that MFIs in the region including those 

in Jordan reach low income clients.50   

50  Arguably, the real average outstanding loan balance as a ratio of GNI per capita is actually 
higher as a good percentage of borrowers have loans from more than one MFI at the same 
time. Therefore, allowing for double-counting adjustments, the real average outstanding 
loan balance per borrower would be higher than what appears in the above data. The situ-
ation is the same in all countries across the region, however, which makes the comparison 
valid in any case.

Table 14: Sample average loan balances in MENA countries

Average Loan 
Balance 
 (US $)

GNI Per 
Capita 

(Current US$)

Range of Average Loan 
Balance as a ratio of 

GNI per capita51

Jordan          805 4,200 13-58%

Egypt          187 2,800 5-8%

Lebanon       1,213 7,720 14-22%

Palestine       2,811 3,710 76%

Tunisia          564 3,500 16%

Yemen          587 940 33-320%

MENA          482 3,861 5-320%

Source: Mix Market, World Bank DataBank, and authors’ calculations, 2018

 51  This range is taken from Mix Market 2018 data. The table provides the minimum and maxi-
mum values for contributing MFIs for each country. Where there is just one value, only one 
MFI contributed data for that country in this case FATEN in Palestine and Enda in Tunisia.
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Average Loan Disbursed 

An analysis of the size of the average loan disbursed provides further insight into the sector’s clients profile. Four MFIs (representing around 
75 percent of the sector) provided detailed disbursement data by loan size for 2013 to 2019. Segmenting the data into different ranges, as 
shown in Figure 4a, reveals that loans less than JD 1,000 although diminishing in number, still account for 73 percent of all disbursed loans 
in 2019. Meanwhile, the number of loans disbursed between JD 1,000 - JD 3,000 has been steadily increasing and accounted for 25.5 percent 
of loans in 2019. Very few loans (1.5 percent) are worth more. When considering the value of loans disbursed, as shown in Figure 4b, we 
see a similar trend but with considerably lower percentages because larger loans typically account for a higher percentage of MFI portfolios. 
Approximately 45 percent of the total value of loans disbursed by these four MFIs are for less than JD 1,000 in 2019, 35 percent are between 
JD 1,000 and JD 3,000 and about 20 percent are greater than JD 3,000. MFI 4 is somewhat of an outlier among the four leading MFIs as 
the majority of its loans are above JD 1,000, and a large percentage of its portfolio is comprised of loans over JD 25,000.

Figure 4a: Segmented outreach as a percentage of number of loans disbursed 
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Figure 4b: Segmented outreach as a percentage of value of loans disbursed

MFI 1 MFI 2 MFI 3 MFI 4 Total

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
13

20
14

20
15

20
16

20
17

20
18

20
19

< 1000 JD ≥1000 JD < 3000 JD ≥3000 JD < 5000 JD ≥5000 JD < 10000 JD ≥10000 JD < 25000 JD ≥25,000 JD



23

The trend in the disbursement data suggests that MFIs are 
incrementally increasing loan size to reach more and more VSEs 
while still maintaining a strong focus on micro clients. In Jordan, 
serving both formal and informal VSE segments represents a 
potentially substantial and profitable growth avenue for many MFIs. 
The Jordanian government has also prioritized serving very small 
and small enterprises as outlined in its NFIS action plans. VSEs can 
create jobs and spur empowerment and economic development at a 
lower capital cost, as well as play a critical role in social inclusion. 
By developing the technical know-how and systems to serve this 
segment, MFIs can also support micro clients along their growth 
trajectory. This allows MFIs to support job creation and retain their 
best and most loyal clients – those who have shown potential to 
outgrow smaller loans. 

6.3 Gender Outreach     

At the end of 2019, women represented 82 percent of clients in the 
microfinance sector. This is well above the MENA average where in 
2018 women represented 58 percent of clients according to Mix Market 
data of reporting MFIs in the region.52 However, the percentages vary 
greatly with different target clienteles among Jordanian MFIs, ranging 
from 24 percent to 97 percent of borrowers as shown in Figure 5. 
Nevertheless, this remains in stark contrast to the 26.6 percent served by 
the formal financial sector and confirms that any support to the sector 
and diversification of the product offering will ultimately contribute to 
narrowing the gender financing gap.

Figure 5: Percentage of borrowers by gender
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6.4 Refugee and other Non-Jordanian Outreach  

Jordan is among the largest host countries worldwide with roughly 
three million refugees based on UNHCR estimates. According to 
the UNRWA, there are 2.2 million registered Palestinian refugees 
in Jordan. Most Palestinian refugees have Jordanian nationality. 
There are ten recognized Palestinian refugee camps throughout 
the country which accommodate 370,000 refugees. In addition 
to the Palestinians, UNHCR reports that the number of refugees 
registered in Jordan at the end of 2019 stands at 744,795 persons 

52  Based on Mix Market data for 2018 and removing Jordanian MFIs to the get the remaining 
for MENA. The data includes only those MFIs reporting to Mix Market for 2018.  

of concern, among them 655,000 Syrians,53 67,000 Iraqis, 15,000 
Yemenis, 6,000 Sudanese and 2,500 refugees comprising fifty-two 
other nationalities. Over 408,000 of the registered refugees arrived 
in Jordan between the years of 2012 and 2013. The vast majority 
of the refugee population is concentrated in the governorates of 
Amman, Mafraq, and Irbid. 

A 2017 diagnostic study on Financial Inclusion conducted by GIZ 
reported that financial inclusion for refugees is, expectedly, even 
lower than that of Jordanians with only as 7.5 percent of formally 
registered refugees having an account and 1.5 percent having 
borrowed from a formal financial institution in 2017. Access to 
insurance is equally limited with only 10.9 percent of registered 
refugees reporting having insurance, and the majority of these can 
be attributed to NGO and government support programs. The only 
exception to this pattern is in the area of remittances with usage 
levels for refugees are almost on par with permanent residents at 24 
percent vs. 25.9 percent respectively. As such, the refugee population 
in Jordan, in a relatively saturated market such as Jordan with a 
looming risk of overindebtedness, present a huge opportunity for 
MFIs interested in high - but responsible - growth. 

Among Jordan’s largest MFIs, only MFW reports specific outreach 
to non-Jordanians and refugees. At the end of 2019, outreach to 
non-Jordanians and refugees amounted to 7,282 active borrowers 
and a total outstanding portfolio of JD 1.8 million. This represents 
5 percent of active loans and 3 percent of MFW’s outstanding 
portfolio and 1.5 percent of active loans and 0.7 percent of the 
outstanding portfolio of the sector.

6.5 Portfolio Quality 

The data in Tables 15 and 16 below present portfolio quality as 
measured by PAR30 (portfolio at risk greater than 30 days), and the 
write-off ratio (total write-offs divided by average portfolio). Both 
measures have remained relatively low and stable since 2012, with 
only a slight uptick in 2018 and 2019, indicating generally low levels 
of credit risk in the sector. The data shows only slight variation across 
the four largest MFIs in the sector, which account for 75 percent of 
the total outstanding portfolio as of the end of 2019. 

Table 15: PAR30 by MFI (2012–2019)

 2012 2013 2014 2015 2016 2017 2018 2019

MFI 1 0.8% 1.0% 0.9% 1.3% 1.1% 1.4% 1.3% 1.8%

MFI 2 0.7% 0.7% 0.8% 0.7% 1.3% 0.6% 1.0% 0.9%

MFI 3 0.8% 0.6% 0.2% 0.3% 0.3% 0.3% 0.7% 1.2%

MFI 4 0.0% 0.0% 0.1% 0.2% 0.7% 1.2% 1.5% 2.7%

Weighted 
Average 

0.8% 0.8% 0.6% 0.7% 0.9% 0.9% 1.2% 1.6%

53  Jordanian government estimates place the total Syrian refugee count including unregis-
tered migrants at over 1.4 million since the crisis began in 2011.
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Table 16: Write-offs by MFI (2012–2019)

 2012 2013 2014 2015 2016 2017 2018 2019

MFI 1 0.9% 1.0% 1.3% 1.3% 1.6% 1.2% 1.2% 2.1%

MFI 2 0.8% 1.2% 1.2% 1.5% 1.1% 1.4% 1.5% 2.2%

MFI 3 0.7% 0.6% 0.9% 0.6% 0.7% 0.3% 0.4% 0.5%

MFI 4 0.0% 0.0% 0.0% 0.4% 0.3% 0.5% 1.2% 1.9%

Weighted 
Average

0.8% 1.0% 1.1% 1.1% 1.0% 0.9% 1.1% 1.7%

The slight increase in the past couple years parallels the general 
slowdown in macroeconomic conditions in Jordan which likely 
affected the ability of MFI clients to pay back their loans. Similarly, 
the gharimat issue, described in more detail in Section 10.2 may have 
also contributed to the increase in PAR by creating an environment 
where clients feel they are able to avoid paying back their loans given 
the government’s focus on the sector as well as MFIs reluctance to 
pursue legal action under such circumstances.  

6.6 Financial Performance 

Financial data submitted by the four largest MFIs provided valuable 
insight to the overall financial performance of the sector. As discussed 
in more detail in Section 8, MFIs have been largely operating on a 
profitable basis and have used profits to increase their capital base 
and fund growth.54 Table 13 below provides a snapshot of the 
performance of these four MFIs across several metrics as of the end 
of 2019. 

Table 17: Summary Financial Performance of MFI (2019) 
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MFI 1 27.7% 1.9% 4.9% 5.3% 2.2% 19.6% 1.5x 81.5%

MFI 2 39.6% 0.3% 0.8% 5.3% 2.5% 30.4% 2.0x 88.3%

MFI 3 39.6% 15.9% 22.4% 2.0% 1.1% 18.2% 0.35x 83.5%

MFI 4 25.2% -0.6% -2.8% 7.6% 3.0% 12.6% 3.9x 85.1%

Weighted 
Average 32.7% 4.2% 10.1% 5.1% 2.2% 21.3% 1.4x 84.4%

54  It is important to note however, that while the first 3 MFIs 1-3 are not-for-profit and do 
not pay income tax on their operating profit, MFI 4 is a for- profit company and does pay 
income tax.  In 2019, MFI 4 paid a substantial income tax (28 percent) on its net profit. This 
net profit did include the loan loss provisions as the Income and& Sales Tax Department 
does not recognize such provisions as tax deductible yet.

As shown, the results vary; portfolio yield ranges from 25.2 percent 
to 39.6 percent, return on assets (ROA) ranges from -0.6 percent 
to 15.9 percent, and operating expense ratio ranges from 12.6 
percent to 30.4 percent.55 Some of this variation can be attributed 
to differences in MFI pricing models, average loan sizes, the amount 
of debt versus equity that is used to fund the loan portfolio, and the 
amount of taxes paid.56 Despite two MFIs having the same portfolio 
yield, there is a significant difference in their return on assets which 
is a direct result of differences in total expenses with one MFI 
retaining significantly higher financial provisions and operating 
expense ratios in 2019. Further examination of the trend in financial 
performance is provided below.

Yield on Portfolio

When considering the trend in MFI yields (See Table 18), it is worth 
noting several points. First, the yield is indicative not only of the 
revenue from interest, but also from commissions, application fees, 
penalties, and any other revenue from the loan portfolio. The MFIs 
with higher yields as shown in the table below tend to have a higher 
portion of revenue coming from fees, penalties and other earnings 
from the loan portfolio. Second, each of the MFIs offer a range of 
products with different interest rates. Larger loans and loans with 
longer tenors generally have lower interest rates. MFI 4 has higher 
average loan sizes compared to the other MFIs which explains in 
part the lower yield. Third, MFIs mostly quote their interest rates 
per month (e.g., 1.5 percent per month) and charge on a flat basis 
(meaning against the original balance of the loan). As required, 
MFIs are transparent in their loan pricing quoted on their websites. 
In addition to the nominal amount of interest, MFIs also provide the 
effective interest rates (EIR) of their products on an annual basis. A 
review of their websites reveals that the EIRs of loan products range 
from 19 percent to 49 percent per annum.

Based on Mix Market data for a similar period, the nominal yields 
of MFIs in Jordan are within the range of figures for the region. 
According to available data, average yields for the microfinance 
sectors in Egypt, Lebanon, Syria, and Tunisia hover at around 
30 percent per annum.57 Yields are slightly lower in Morocco 
and Yemen, and even lower in Palestine. Again, it is important 
to keep in mind that portfolio pricing and their corresponding 
yields are influenced by a number of factors including the scale 
of the institution, average loan size, and cost of funds. It is 
notable that MFIs such as Al Amal and Al Kuraimi (now a full 
commercial bank) in Yemen are able to mobilize deposit and MFIs 
in Palestine such as FATEN offer significantly larger loans sizes.

55  MFI 2 had significantly high operating costs in in 2019 due to extraordinary and non-
recurring expense items.  

56  While the performance of MFIs is comparable along most metrics, profitability is strictly 
not comparable due to differences in the application of taxes; MFI 3 is exempt from all 
taxes, not-for-profit MFIs are subject to general sales tax and stamp duty but not corpo-
rate income tax, whereas for-profit MFIs are subject to general sales tax, stamp duty and 
corporate income tax.   

57  This figure is only indicative of the portfolio yields of MFIs in these countries based on 
limited and self-reported data to the Mix Market. Mix Market stopped collecting and 
reporting MFI data in 2019.
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It would be expected that as MFIs in Jordan continue to upscale 
to serve VSEs, and improve their operating efficiencies, their interest 
rates and portfolio yields would correspondingly decline.      

Table 18: Trends in MFIs’ nominal yields (2013–2019)

 2013 2014 2015 2016 2017 2018 2019

MFI 1 31.9% 32.6% 31.6% 29.8% 32.5% 29.3% 27.7%

MFI 2 33.7% 36.3% 36.1% 38.1% 37.5% 37.1% 39.6%

MFI 3 37.9% 36.0% 36.5% 37.7% 45.4% 39.5% 39.6%

MFI 4 na 23.9% 24.7% 25.5% 25.4% 25.8% 25.2%

Weighted 
average

33.7% 33.8% 32.9% 32.8% 34.8% 32.5% 32.7%

Expense ratios

Table 19 below provides the total expense ratios for the four leading 
MFIs between 2013 to 2019. The total expense ratio comprises 
the provision, financial and operating expenses of the MFI, and is 
measured against the average loan portfolio. As shown, the total 
expense ratio ranges from a low of 21.1 percent to 39.4 percent over 
the period. The key factors which influence the total expense ratio 
of an MFI include the total amount of borrowings and the cost of 
funds, the MFIs portfolio quality, and the MFIs operating efficiency, 
including the MFI’s average loan size.   

Table 19: Total Expense Ratio (2013–2019)

 2013 2014 2015 2016 2017 2018 2019

MFI 1 28.6% 27.9% 27.3% 26.4% 25.9% 27.2% 27.1%

MFI 2 28.9% 30.5% 30.9% 32.4% 28.3% 32.8% 39.4%

MFI 3 26.1% 24.7% 24.9% 25.6% 25.6% 24.2% 21.3%

MFI 4 na 21.3% 21.1% 22.6% 24.1% 24.2% 25.9%

Weighted 
average

27.9% 27.4% 26.8% 27.1% 26.0% 27.2% 28.6%

Table 20 and Table 21 below provide insight into the financial costs 
associated with funding microfinance operations.  Since MFIs in 
Jordan do not mobilize deposits, the financial expense ratio is the 
total amount paid for borrowings measured against the average 
loan portfolio. As shown, the financial expense ratios range from 
a low of 2.0 percent for MFI 3 in 2019, to a high of 9.4 percent 
for MFI 4 in 2014. The key driver of this ratio is the amount of 
borrowings the MFI uses to fund its loan portfolio. MFIs that have 
a small capital base need to borrow more to fund their operations 
(rather than relying on their own resources).  As shown in Table 13, 

in 2019 MFI 4 has a debt to equity ratio of 3.9x, compared to MFI 
3 which has a debt to equity ratio of only 0.35x. This implies that 
MFI 4 borrows far more than MFI 3 relative to its capital base to 
fund its operations. This largely accounts for the difference in the 
financial expense ratios between these two MFIs. MFIs 1 and 2 fall 
somewhere in between.

A secondary determinant is the cost of funds (borrowings). The cost 
of funds ratio measures the total amount of interest paid relative to 
average borrowings (a proxy for the average interest rate paid on 
borrowed funds). As shown in Table 20 below, MFI 4 has the highest 
cost of funds whereas MFI 3 has the lowest. MFI 3 is the only MFI 
amongst the four that reported borrowing funds on a concessional 
basis thus reducing its overall cost of funds. The differences among the 
other MFIs in terms of costs of funds can be attributed to the relative 
mix of borrowings from local and international sources which may 
be priced differently.  International sources tend to be priced higher, 
especially if they need to be hedged, also, unless exempt, international 
sources of funding for MFIs are subject to taxes in Jordan. 

Table 20: Financial expense ratio (2013–2019)

 2013 2014 2015 2016 2017 2018 2019

MFI 1 5.2% 5.1% 5.0% 4.3% 5.1% 4.5% 5.3%

MFI 2 5.4% 5.7% 5.2% 6.1% 5.2% 5.7% 5.3%

MFI 3 2.5% 2.4% 2.4% 2.5% 2.8% 2.5% 2.0%

MFI 4 na 9.4% 6.9% 7.0% 6.7% 7.4% 7.6%

Weighted 
average

4.6% 4.9% 4.7% 4.9% 5.0% 5.1% 5.1%

Table 21: Cost of funds ratio (2013–2019)

 2013 2014 2015 2016 2017 2018 2019

MFI 1 7.7% 7.2% 7.4% 6.4% 7.3% 6.7% 8.3%

MFI 2 8.1% 8.2% 7.2% 8.9% 7.4% 8.3% 8.2%

MFI 3 5.4% 5.0% 5.0% 5.0% 6.0% 6.6% 7.3%

MFI 4 na 9.4% 8.8% 8.8% 8.2% 9.0% 8.7%

Weighted 
average

7.2% 7.3% 7.2% 7.3% 7.4% 7.8% 8.3%

Table 22 provides insight into the costs associated with potential 
loan losses. The provision expense ratio measures the impairment 
expense as a proportion of the average gross loan portfolio, which 
represents the cost of credit-related losses or write-offs in the portfolio. 
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As shown, the provision expense ratio ranges from 0.0 percent for MFI 
3 in 2016 to 3.0 percent by MFI 4 over the period. The general trend 
has been relatively low provision expense ratios over the period 
which speaks to the high portfolio quality in the sector. In recent 
years, there has been an increase in the provision expense ratio, and 
in parallel, a decline in portfolio quality as discussed in Section 6.5 
above. 

 Table 22: Provision expense ratio (2013–2019)

 2013 2014 2015 2016 2017 2018 2019

MFI 1 2.0% 2.0% 2.0% 2.2% 1.4% 1.6% 2.2%

MFI 2 1.4% 1.3% 1.7% 1.5% 1.4% 1.5% 2.5%

MFI 3 1.3% 1.2% 1.2% 0.0% 1.7% 1.9% 1.1%

MFI 4 na 0.5% 1.4% 1.4% 1.2% 2.3% 3.0%

Weighted 
average

1.6% 1.5% 1.6% 1.4% 1.4% 1.8% 2.2%

Table 23 below provides the operating expense ratios for the four 
MFIs from 2013 to 2019. The operating expense ratio measures 
personnel, administrative, depreciation and other operating costs 
against the average loan portfolio. It does not include income taxes 
and is therefore comparable across for-profit and not-for-profit 
institutions. As shown, operating expense ratios range from a low of 
11.4 percent for MFI 4 in 2014 to 25.6 percent for MFI 2 in 2018.58 
An MFI’s operating expense ratio is generally indicative of operating 
efficiency, a major determinant of which is the average loan size. 
This helps explain why MFI 4 has a much lower operating expense 
ratio compared to the other MFIs. 

It is interesting to note that operating expense ratios for most 
MFIs in other countries have been decreasing over time as a result 
of economies of scale (including increases in average loan size) 
and improved efficiency. This has not been the case in Jordan as 
evident by the average of the four MFIs representing the sector. 
On a singular basis, there are only slight improvements for MFI 
1 and MFI 3, but not for MFI 2 and MFI 4. This can be partially 
attributed to the increase in the cost of doing business over the 
last few years as a result of licensing and being supervised, as 
well as the fact that growth in the sector has been stagnating. 
In other markets in the region, a gradual increase in the average 
loan size/balance is the main reason behind declining operating 
expense ratios, which has also not been the case in Jordan (Figure 
3 above). 

58  The operating expense ratio for MFI 3 is in fact higher for 2019, however, this MFI incurred 
extraordinary, non-recurring expense items in 2019 which contributed to the large increase 
in this ratio for 2019. 

Table 23: Operating expense ratio (2013–2019) 

 2013 2014 2015 2016 2017 2018 2019

MFI 1 21.4% 20.9% 20.3% 19.8% 19.4% 21.1% 19.6%

MFI 2 22.0% 23.5% 24.0% 24.8% 21.7% 25.6% 31.5%

MFI 3 22.2% 21.1% 21.3% 23.1% 21.1% 19.8% 18.2%

MFI 4 na 11.4% 12.8% 14.2% 16.1% 14.5% 15.3%

Weighted 
average

21.7% 21.0% 20.5% 20.8% 19.6% 20.3% 21.3%

Profitability

Table 24 and 25 provide insight into the profitability of the four 
MFIs. Both return on assets and return on equity have been generally 
improving every year until 2017. This was altered by a number of 
significant events in 2018 including the licensing of all MFIs and the 
introduction of the credit bureau, CRIF. At the same time, yields have 
remained relatively flat while total expenses have trended slightly 
upwards and, more importantly, there has been a slowdown in growth 
of the sector. This undermined profitability for MFI 4 in 2019 and 
resulted in marginal profitability for MFIs 1 and 2. MFI 3 which has 
among the highest yields on its portfolio and the lowest total expense 
ratio, is not subject to income tax or the general sales tax, thereby 
deviating significantly from the sector’s profitability trends.

Table 24: Return on assets (2013–2019)

 2013 2014 2015 2016 2017 2018 2019

MFI 1 2.9% 5.4% 4.8% 4.0% 7.0% 3.5% 1.9%

MFI 2 4.5% 5.2% 4.9% 5.2% 8.4% 3.9% 0.3%

MFI 3 11.0% 10.7% 11.0% 10.4% 16.6% 13.1% 15.9%

MFI 4 na 2.4% 3.4% 2.6% 2.8% 1.5% -0.6%

Weighted 
average 5.3% 6.3% 6.0% 5.5% 8.5% 5.2% 4.2%

Table 25: Return on average equity (2013–2019) 

 2013 2014 2015 2016 2017 2018 2019

MFI 1 8.8% 16.6% 14.4% 12.5% 20.9% 9.4% 4.9%

MFI 2 12.9% 14.6% 14.2% 15.6% 24.1% 10.8% 0.8%

MFI 3 21.0% 20.9% 21.5% 19.9% 29.1% 20.4% 22.4%

MFI 4 na 9.5% 12.7% 10.8% 13.0% 7.3% -2.8%

Weighted 
average

13.9% 17.0% 16.4% 15.4% 23.4% 13.4% 10.1%
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7.1 Lending & Financing 

The microfinance sector’s products to date have been mostly limited 
to lending (whether traditional lending or Islamic finance through 
either a group or individual lending methodology). Licensed MFIs 
are not allowed to mobilize deposits, offer remittances or act as 
agents for banking services, however, licensed MFIs can act as 
insurance agents for customers. 

Financing in Jordan is granted and tracked by Tanmeyah across 
ten sectors. These can be grouped under three main categories of 
lending, namely, business, developmental, and consumption loans. 
Under business lending, MFIs provide financing to agricultural, 
commercial, industrial and service sectors. Under developmental 
lending, MFIs provide financing for education, vocational training 
and health care in addition to home improvement loans. Finally, 
under consumption lending, MFIs provide financing for Islamic 
rituals and general consumption. Using Tanmeyah’s categories, as 
shown in Figure 6 below, business lending accounts for 60 percent 
of the outstanding portfolio of which commercial loans represent 76 
percent of total business lending for 2019. Developmental lending 
accounts for 23 percent of the outstanding portfolio with home 
maintenance loans representing 86 percent of total developmental 
lending. Consumption lending, comprised of both consumer loans 
and Islamic ritual loans (pilgrimage loans), accounts for 16 percent 
of the sector’s outstanding portfolio. 

Home improvement loans are particularly noteworthy in that an 
improved home has a direct and positive impact on the health, 
security and self-esteem of the homeowners and their families. It 
also enhances the working poor’s asset base and, in the case of 
home-based businesses where the house is a productive asset, may 
help to increase income; improving the roof, for instance, can 
potentially save an entrepreneur’s inventory, adding an additional 
room can allow the business to expand. Moreover, the job potential 
created as a result of the demand to improve one’s home must also 
be considered.59

59  “So, You Want to Do Housing Microfinance?” CHF, 2005.

Figure 6: Outstanding portfolio by category 201960

Most of the MFIs offer a combination of these three loan types. For 
MFIs 1, 5, 6 and 10, the majority of their portfolios are in business 
loans. Large shares of the portfolios for MFIs 9 and 4 are comprised 
of home maintenance loans, while over half of MFI 2’s portfolio is 
consumer loans. MFI 4 and 6 have small but notable portfolios in 
agriculture (see Figure 7 below).

60  The information presented in this figure is self-reported and relies on MFI judgement to 
categorize their portfolios. There are no clear criteria in place that ensures consistency of 
reporting across the sector.
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Figure 7: MFI outstanding portfolio by product 2019 
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7.2 Digital Financial Services

Most MFIs in Jordan have begun the process of digital transformation to expand access to financial services and increase operating efficiency 
and convenience to customers, including forming partnerships with PSPs to integrate with Jordan’s payments systems. For the most part, this 
has meant digitizing loan processes, offering digital channels such as applications and websites for clients to apply for loans and view loan 
information, and acting as agents of PSPs to offer e-wallets. Almost all MFIs are registered billers with eFAWATEERcom to receive client loan 
repayments. Table 26 below summarizes some steps MFIs have taken to digitally transform their operations. 

Table 26: DFS among MFIs 

MFI Description

MFW MFW owns a 10 percent share in the consortium that makes up Al Hulool (PSP) which offers an e-wallet service known as 
Mahfazati. Through a smartphone application, clients can open an e-wallet and receive disbursements and make repayments or 
use eFAWATEERcom to make the payment. 

Tamweelcom Tamweelcom partners with MEPS (PSP) for e-wallet cash in and out services at local agents. Repayments are accepted through 
eFAWATEERcom. Online internet banking is available for loan requests and to view accounts.

NMB NMB partners with Mahfazati (PSP) and through MFI 3’s app clients can view loan information, apply for a loan, and make 
payments via an e-wallet or via eFAWATEERcom.

VITAS VITAS offers a smart phone app for clients to access their accounts and enable loan repayments through eFAWATEERcom. A 
separate app is used to complete loan applications.

AMC AMC partners with eFAWATEERcom enabling clients to pay installments through e-payments via their bank accounts, 
e-wallets, or directly through the eFAWATEERcom website. 

Ethmar Ethmar partners with Dinarak (PSP) and interfaces with JoMoPay and eFAWATEERcom with e-wallets for loan repayments.

AlAmeen AlAmeen partners with MEPS (PSP) for e-payments.

As noted in Table 26 above, the primary use for DFS has been for loan disbursements and repayments. As shown in the Tables 27 and 28 
below, MFIs began using digital channels for e-transactions in 2016. Only MFW, and later Tamweelcom and NMB, have been using digital 
channels for loan disbursements but on a very limited basis. In 2019, less than 3,000 loans were disbursed through such channels by the three 
MFIs, which account for approximately 1 percent of the total number of loans disbursed by these same MFIs. 
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Table 27: Disbursements through digital channels61

Disbursements
2016 2017 2018 2019

Number Volume (JD) Number Volume (JD) Number Volume (JD) Number Volume (JD)

MFI 1 0 0 255 219,300 1,134 1,340,500 2,648 3,139,474

MFI 2 0 0 0 0 6 5809 290 260,656

MFI 3 0 0 0 0 0 0 27 7,850

MFI 4 0 0 0 0 0 0 0 0

Total 0 0 255 219,300 1,140 1,346,309 2,965 3,407,980

Table 28: Repayments through digital channels62

Repayments
2016 2017 2018 2019

Number Volume (JD) Number Volume (JD) Number Volume (JD) Number Volume (JD)

MFI 1 0 0 6 418 104 9,425 628 66,306

MFI 2 26,277 1,891,329 50,891 3,804,173 69,700 5,899,887 95,474 6,326,917

MFI 3 0 0 0 0 10021 2,458,901 28455 7,293,660

MFI 4 0 0 170 1,356 11,362 929,365 27,439 2,304,472

MFI 5 0 0 0 0 107,719 9,676,762 45,922 4,982,821

MFI 8 9,300 652,053 16,264 1,272,671 23,089 1,883,256

MFI 9 32,788 2010467 147,830 8,889,896 195,286 11,193,262 207,226 11,251,137

Total 59,065 3,901,796 208,197 13,347,896 410,456 31,440,273 428,233 34,108,570

Estimated total # 
of repayments

4.7 million 5.1 million 5.4 million 5.7 million

% of e-payments 1.30% 4.10% 7.50% 7.60%

The situation is a slightly better in terms of repayments through digital channels not only because seven MFIs engaged in this in 2019, but 
also because the percentage of payments collected through these channels is much higher. Still, repayments through digital channels have been 
extremely limited. In 2019, the average number of borrowers was approximately 472,000. If it is assumed that each borrower makes one 
loan repayment per month, approximately 5.7 million repayments were made in 2019. As noted in Table 28 above, only 428,000 repayments 
were made through digital channels (7.6 percent of all repayments). This is a slight improvement over the previous year. However, it suggests 
that there is a lot of work MFIs will need to do in order to facilitate and incentivize microfinance clients to move from cash to electronic 
forms of payment. 

61  Despite expectations that the number and percentage of disbursements and repayments through digital channels would increase dramatically as a result of COVID-19 and the government 
push for digitization in Q2 of 2020, on an annualized basis (multiplying by two) the number and volume of disbursements increased by only 17 percent and 13 percent, respectively, from 2019. 
This is attributable to one particular MFI that has dramatically increased its disbursements through digital channels. However, considering that there were zero disbursements for the months 
of March and April 2020 as a result of a country-wide lockdown in response to the coronavirus, annualizing the Q2 results instead by a multiple of three yields an increase in the number and 
volume of disbursements by 76 percent and 69 percent, respectively, from 2019. Still, this only increases the percentage of loans disbursed digitally from 0.6 percent to 1 percent which is a 
negligible amount of total loans disbursed. 

62  The picture is not so different when we look at repayments collected through digital channels. Through Q2 of 2020, the number and volume of repayments on an annualized basis (multiply-
ing by two) declined by 30 percent and 25 percent, respectively, from 2019. However, if annualized by a multiple of three, considering that there were no repayments in March and April as a 
result of the moratorium,  the number and volume of repayments would have increased by 5 percent and 12 percent, respectively from 2019, leaving the percentage of payments collected 
through digital channels unchanged at around 8 percent of total payments.
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7.3 Microinsurance Products & Services

In 2006, MFW was the first institution to enter the microinsurance 

market in Jordan and in the region. Its first insurance product, 

credit life insurance, was launched after a thorough survey among 

MFW customers revealed a high demand for death coverage 

(especially for breadwinners), and illness coverage, especially 

hospitalization.63 Himaya, meaning “protection”, is MFW’s 

credit life microinsurance program and first product created and 

marketed. Since then, almost all the MFIs in Jordan have begun 

providing credit life insurance.

Alongside MFW, at least four other MFIs in Jordan (Tamweelcom, 

NMB, VITAS, NMB, and Ethmar) currently offer microinsurance 

products through insurance companies. The main product offered 

by the five MFIs is credit life. Though the coverage criteria differ 

from one MFI to another, it is designed mainly to pay a fixed 

amount of death benefit. The benefit amount is a specific multiple 

of the microloan amount. In the event of an insured client’s 

death, the benefit pays off the outstanding loan balance and the 

remaining amount goes to a beneficiary designated by the client 

at the time of signing the loan contract. Other products such as 

daily indemnity for hospitalization,64 insurance against cancer, 

and funeral coverage are also provided by some of these MFIs. 

Although some MFIs tried to pilot voluntary microinsurance 

products, currently most of the coverage provided by MFIs in 

Jordan is a mandatory part of the microcredit program. However, 

some MFIs began to cover the spouse or other members of the 

family in the insurance policy for an extra fee on a voluntary 

basis. Some MFIs charge their clients directly for microinsurance 

and pass that fee on to the insurance company, while others 

include insurance as part of their operational costs covered by 

the interest rate charge on the loan.

Table 29: Microinsurance products for each MFI

Product Type MFW Tamweelcom NMB VITAS FINCA Ethmar

Credit Life √ √ √ √ √ √

Funeral  √  

Cancer 
Coverage

 √  

Hospital/
Medical 

√ √ √   

63  In contrast, health Insurance scored low due to the availability of a publicly administered 
health program

64  The client gets paid a fixed amount per each night s/he spends in a hospital up to a certain 
number of nights per year to compensate them for their income loss while in hospital.

Collectively, these five MFIs report paying JD 2.9 million in client 

insurance premiums in 2019. Client claims were about 10,000; the 

overwhelming majority were in hospital/medical/cancer, and less 

than 800 claims were for death and funeral coverage involving 

about 550 cases of death.65 For many MFIs in Jordan, claims are 

resolved within two weeks. In practice, most cases are resolved even 

faster, taking no more than 7 days after the client has submitted 

all the necessary documentation. Ninety-nine percent of all claims 

were paid by the insurance companies. The payout (about JD 

1 million) is just above one third of the premiums paid by the 

MFIs showing that microinsurance is a fairly profitable business 

for insurance companies in Jordan, offering a good product value 

for clients and a potentially larger role for the sector in insuring 

not only more members of clients’ families, but other families and 

households in Jordan especially if these products and services are 

digitized.66 

Prospects for microinsurance in Jordan can be improved by 

leveraging MFI client KYC data. Insurance companies require this 

data and offering an open Application Programming Interface (API) 

to insurance companies would enable individuals and businesses to 

access a variety of insurance products and services quickly.

Table 30: Microinsurance premiums and claims
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Credit Life and 
Funeral

1,832,808 736 718 98% 466,644

Hospital/
Medical/Cancer

 1,053,932 9,063 8,994 99% 521,610

Total 2,886,740 9,799  9,712 99%  988,254

65  This is just above 1 per thousand of the average active borrowers during 2019.

66  A 2019 report by Souktel for the World Bank titled Digitalization Opportunities for Jordanian 
Businesses, identified insurance as a function with high potential for digitalization. The 
report identifies the insurance sector in Jordan as operating with labor-intensive manual 
processes that add cost, increase the potentiality for errors, and time to payments and 
insurance reimbursements. The report recommends the identification of a third-party 
advisory firm to work with the pilot organizations (specifically insurance companies) to 
guide the process of needs mapping and solution analysis, with the goal of developing/
digitalizing the insurance market to improve financial inclusiveness. Moreover, the report 
recommends promoting a partnership with the insurance sector and digital service 
providers to integrate microfinance insurance with mobile wallets and develop lending, 
micro-lending, Islamic compliant lending, health insurance, and health provider payment 
products. The immediate benefits of digitalizing insurance would be, at the very least, the 
expediting of insurance reimbursements.
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7.4 Non-Financial Services (NFS)

NFS are offered by MFIs in Jordan in the form of bazaars, financial education workshops, and advisory services including marketing support 
for business owners. In line with improving financial inclusion, financial education workshops are key NFS supporting beneficiaries in 
managing financial resources in a sound and sustainable manner. MFW has made an impressive development in this regard, by founding its 
training academy and using more than 50 percent of its capacity for client development. In 2018 alone, more than 2,000 clients were trained 
in the academy (mainly on financial literacy and some business topics). While this is a large number, it accounts for a very small percentage 
of their active clients (149,186 in 2018) and training a larger percentage will become prohibitively expensive and logistically difficult.67 
Moreover, measuring the return of investment in the training is very challenging.68 

67  Tanmeyah may consider an active role in designing an NFS model that includes a business strategy to ensure sustainability. The easiest way to do so would be through strategic partnerships 
with existing training providers, whether governmental or international organizations such as the International Labour Organization, that allow for less cost of NFS delivery and an increase 
in outreach.

68  In Tunisia, Enda Inter-Arabe was initially founded in 1990 as a non-governmental organization (NGO). They began piloting microcredit in 1995 and became a specialized MFI in 2003. In late 
2015 and benefiting from the 2011 new MF law, Enda decided to set up a separate for-profit micro-finance company, Enda Tamweel, to handle its financial services. Enda doubled the equity of 
Enda Tamweel by selling 40 percent of its shares to other social investors. Two distinct yet complementary institutions: the former offering NFS focused on social and entrepreneurial support 
and the latter offering diversified lines of credit adapted to the needs of each type of micro-entrepreneur as well as micro-insurance services. This allowed each institution to focus on separate 
initiatives, particularly, Enda Inter-Arabe focused on important NFS on a larger scale and a more sustainable basis, funded by profits coming from shares in Enda Tamweel. As most of the main 
players in Jordan are still not-for-profit companies, this can be a good model as financing activities are transformed into a for-profit company, and the not-for-profit entity continues to focus 
on introducing and/or scaling up NFS to their clients.
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Funds for microfinance assets come from both equity and liabilities. 
As Jordanian MFIs are not allowed to mobilize deposits, borrowing 
is the primary way to fund growth. MFIs can borrow from both 
local and regional/international lenders and have done so primarily 
on a commercial basis. In fact, the Jordanian microfinance sector 
was one of the first in the region to avail commercial borrowing 
from the banking sector at scale, 69  allowing microfinance to grow 
faster than in other countries of the region. To continue to foster 
growth in a non-deposit taking environment, allowing MFIs to offer 
securities such as listed and non-listed bonds will reduce the cost 
of funding and potentially open up new sources of local funding 
from non-banking financial institutions like insurance companies, 
and pension and asset management funds.

The analysis which follows is based on the information provided by 
the four largest MFIs in the sector who had JD 236 million in total 
assets, and 75 percent of the loan portfolio of the sector at the end 
of 2019. As shown in the Figure 8a, between 2012 and 2016, the 
percentage of liabilities funding assets grew steadily peaking at 65 
percent and then declining in subsequent years. This is explained by 
the fact that MFIs continue to capitalize and fund themselves from 
the profits of a sector that is experiencing stagnating growth. 

At the end of 2019, borrowings made up 88 percent of total 
liabilities for these four MFIs. The primary source of borrowings is 
from local sources and from local commercial banks in particular. 
This is a trend that remains unchanged since 2012 as shown in 
Figure 8b below. At the end of 2015, the sector had its lowest 
level of borrowings from local sources at 56.7 percent and had its 
highest in 2017 at 76 percent of total borrowings. A combination 
of local and foreign commercial banks with local operations 
fund MFIs including Arab Jordan Investment Bank, Bank Al 
Etihad, Cairo Amman Bank, Capital Bank, Citibank, Egyptian 
Arab Land Bank, Housing Bank for Trade and Finance, Invest 
Bank, Jordan Kuwait Bank, and Société Générale among others. 
Foreign lenders include the European Bank for Reconstruction and 
Development, European Investment Bank, IFC and Silatek. The 
sector reports very limited amounts of concessional borrowings. 

69  In other countries in the region (such as Tunisia) and globally, where local banks did not 
provide the necessary liquidity for MFIs to grow, MFIs were able to issue non-listed and 
listed bonds to cover funding needs. This created access to new sources of funding from 
NBFIs such as insurance companies, and pension and asset management funds, which 
could not provide financing under a regular loan mechanism. 

At the end of 2019, there was a slight decline in the total amount 
of borrowings compared to the previous year. This is attributable to 
one of the largest MFIs which saw a decline in its outstanding loan 
portfolio. 

Figure 8a: Equity and Liabilities for the largest 4 MFIs  
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Figure 8b: Sourced of funding for the largest 4 MFIs       
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As a result of these funding trends, total assets grew at an average 
of 27.2 percent per year between 2012 and 2016 whereas total 
assets grew 17.4 percent in 2017, and only 6.3 percent per year 
on average in 2018 and 2019. The overall debt to equity ratio of 
these MFIs, however, suggests the sector is well capitalized and 
in a strong position to increase their liabilities to fund further 
growth in their loan portfolios, including to additional segments 
such as VSEs where average loan sizes are larger (discussed in 
Section 6.2 above).

8. SOURCES OF FUNDING
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Several actors have worked and continue to work with the sector 
to provide technical assistance and training to MFIs in Jordan. This 
chapter describes the current players and their respective activities. 

9.1 Tanmeyah Jordan Microfinance Network

Tanmeyah’s main objective is to develop a sustainable microfinance 
industry that will become an integral part of the national financial 
system in Jordan. Tanmeyah supports the development of the 
microfinance sector by advocating and spreading awareness on behalf 
of its MFI members, as well as disseminating up-to-date practices 
and developments of the microfinance sector. Fundamentally, the 
network focuses its efforts to support the implementation of an 
optimal regulatory environment as well as develop benchmarking 
criteria that can help set performance standards that will strengthen 
the sector as a whole.

Tanmeyah has worked closely over the past years with stakeholders 
to achieve its objectives and fulfill its vision and mission. Its partners 
and stakeholders include MFIs, the CBJ, governmental ministries 
and related organizations, donors’ community, meso-level players 
(trainers, media representatives, etc.), current and potential clients, 
and the public at large. Tanmeyah’s vision, mission, core values, 
board members, staff, members, strategic partners, as well as core 
activities in 2019 are elaborated further in Annex III. 

While many members of Tanmeyah are both satisfied and pleased 
with its overall performance, others believe that now is the 
opportune time for Tanmeyah and its members to revisit its role, 
mission and viability as a partner for sector growth. This would 
include looking at how it could evolve into a center of excellence 
for local and regional markets in a way that expands its impact and 
allows it to have the necessary influence to affect and bring about 
change to the market.

In the Arab world, there are two models for networks similar to 
Tanmeyah. The first model is found in Morocco, Tunisia and Egypt, 
where the law specifically mentions the existence or establishment 
of a federation, and membership to it is mandatory. These types 
of institutions tend to be more official and regularly involved in 
discussions with governmental bodies and the regulator. 

The second model can be found in Yemen, Lebanon, Iraq, Palestine 
and Jordan, where the network/association is established based on 
an initiative from the sector/the MFIs themselves and membership is 
voluntary. Each model has its pros and cons, and despite belonging 
to the second category, Tanmeyah managed to include all licensed 
MFIs in Jordan as members and gain recognition by governmental 
bodies including the CBJ. 

9.2 Informal Information Sharing and the Credit 
Bureau

Long before the existence of a functioning credit bureau, the 
Jordan microfinance sector recognized the importance of sharing 
information to help preempt potential repayment crises that 
occurred in other microfinance markets such as Morocco. As 
a result, Delta Informatics, a company that has developed the 
management information system used by several MFIs in Jordan,70 
provided and managed a platform to be used by all MFIs who 
agreed voluntarily to participate. The platform began as a simple 
database which included information such as blacklisted clients 
and clients in default. Over time, MFIs agreed to share further 
information. Although not all MFIs shared data, and not always in 
a timely manner, and despite there being no way to verify the data, 
the platform played an important role in shedding light on the scale 
of cross-lending among MFIs. 

Traditionally, Jordan’s main source of credit information for banks 
was the Public Credit Registry established by the CBJ in 1966. 
The CBJ worked for some years to encourage the establishment of 
one or more private credit bureaus as part of its efforts to develop 
Jordan’s financial infrastructure. A new credit reporting law to 
support the regulation of a private credit reporting industry was 
passed in 2010. In December 2012, the CBJ began working to 
establish a private credit reporting industry. It was hoped that a 
private credit bureau would help banks, MFIs and other lenders to 
assess the creditworthiness of potential borrowers more accurately, 
and give MSMEs and individuals greater access to finance.71

70  Delta Informatics developed its Micro Finance Solution with funding from the AMIR 
program and four MFIs in Jordan in 2003. This solution has since been sold in 15 countries 
in the Middle East, Asia and Africa.

71  During this period, IFC assisted the government in drafting the new credit reporting law, 

9. MICROFINANCE MESO-LEVEL 
MARKET INFRASTRUCTURE
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 In 2016, the Italy-based credit management firm, CRIF,72  established 
a private credit bureau and opened its doors to clients in Amman. 
CRIF is licensed by the CBJ and operates under its authority. 

Since the law mandated that banks join the credit bureau, once CRIF 
was up and running it focused on getting banks into compliance. In 
its second year, it focused on bringing non-bank financial institutions 
into the credit bureau who at the time were not obligated to join. 
In particular, it focused on the leasing and microfinance sectors, as 
well as insurance companies and telecoms. CRIF currently engages 
all nine MFI members of Tanmeyah which are regulated by the CBJ.  

9.3 Credit Guarantees 

The JLGC offers credit guarantees under several programs, 
namely: (i) Small and Medium Enterprises Financing Guarantee 
Program, (ii) Housing Loan Guarantee Program, (iii) Kafala 
Program (in cooperation with Islamic Banks); and (iv) 
Microfinance Guarantee Program. Table 31 below shows the 
main features of these programs.

In 2019, JLGC guaranteed 1,223 loans through all its guarantee 
programs, with a nominal value of JD 70 million. The number of 
outstanding guaranteed loans at the end of 2019 stood at 4,299 
loans with a total guaranteed amount of JD 104 million, compared 
to 4,601 loans with a total guaranteed amount of JD 105.1 million 
at the end of 2018.73 

and the CBJ in establishing a private credit reporting industry. IFC also helped implement a 
campaign to raise awareness among public and private stakeholders about best practices 
in credit reporting.

72  CRIF is a provider of business and commercial information services and credit and market-
ing management and operates in a number of countries.

73  CBJ Annual Report 2019.

To date, there has been very little engagement between the JLGC 
and the microfinance sector, mainly because JLGC products are not 
designed to serve MFIs. As part of the NFIS action plans, however, 
the government envisions further engaging both the JLGC and 
the microfinance sector in developing special financial products, 
services, and loan guarantees for MSMEs, as well as for registered 
startup projects. 

9.4 International Organizations

Several international organizations provide a range of technical 
assistance to sector institutions such as MFIs and Tanmeyah. This 
includes sponsoring research and studies, providing expert advice 
on policy, and technical assistance to MFIs on topics such as 
strategic planning, risk management, and product development. 
International organizations active in such areas include the GIZ, 
IFC, European Union, the World Bank, CGAP, Sanad, FMO and 
USAID’s LENS program (see Annex II for a summary of some of 
their activities).

Table 31: Credit guarantee programs

Maximum Loan Amount 
(JD)

Maximum Payment Period 
(months)

Guarantee Percentage

SME Financing Guarantee Program

- SME loan guarantees 250,000 72

70%; 80% if woman owned or 
managed

Housing Loan Guarantee Program

- Real Estate Loan Guarantees

- Land Purchase Loan Guarantee

75,000

50,000

300

120

75%

70%

Kafala Program

- SME loan guarantees

 
250,000

 
72

70%; 80% if woman owned or 
managed

Microfinance Guarantee Program

- Micro loan guarantees

 
15,000

 
36

70%; 80% if woman owned or 
managed
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MFIs in Jordan actively manage their social performance with 
each adopting and implementing a core set of social performance 
management (SPM) practices. Many of these SPM practices of the 
industry were initiated prior to the sector becoming regulated by 
the CBJ. To measure their social performance, Tanmeyah members 
collect a core set of social impact indicators including outreach to 
women, youth and rural clients as well as the gender composition of 
the staff and boards of MFIs. Other social performance indicators of 
the network relate to the treatment and satisfaction of MFI staff, and 
the capacity building of MFI clients and staff. Tanmeyah members 
recognize these as important first steps to build upon as they work 
to improve their SPM practices. Several MFIs including MFI 1, 
MFI 2 and MFI 7 have had social ratings conducted alongside their 
standard financial ratings and received positive results. As part 
of its client protection certification process with IFC, MFI 2 also 
underwent an SPI4 Audit/Assessment.

Tanmeyah members are also committed to client protection and 
agreed to jointly sign a Code of Ethics that sets guidelines on 
how to deal with customers and employees, and manage the MFI 
relationships with each other, government authorities, and other 
stakeholders. In addition, individual MFIs including MFI 6, MFI 
1, MFI 3 and MFI 2 have endorsed the Smart Campaign’s Client 
Protection Principles. MFI 2 and MFI 6 received their Smart 
Certification in 2019 and early 2020, respectively, becoming the first 
MFIs in the region to be certified. Moreover, MFI 1 and MFI 2 are 
members of the Social Performance Task Force. Since MFIs are now 
regulated, client protection has become a matter of compliance for 
the sector.

Beginning in 2016, the CBJ detailed numerous commitments 
under the Maya Declaration74 including the formulation of 
comprehensive financial consumer protection guidelines. The 
CBJ was among the first in the region to adopt the principles of 
the Smart Campaign and to develop instructions for dealing 
with customer complaints for financial and banking services 
providers, as well as instructions for financial consumer protection 
for microfinance as elaborated in Section 10.8 above. The CBJ 
further committed under the Declaration to finalize the draft of 
the NFIS recognizing microfinance as one of three main pillars. 

74  The Maya Declaration, launched at the 2011 Global Policy Forum in Mexico by members 
of the Alliance for Financial Inclusion, is a global initiative for responsible and sustainable 
financial inclusion that aims to reduce poverty and ensure financial stability for the benefit 
of all.

The creation of a credit bureau (CRIF) and the fast inclusion of all 
regulated MFIs further strengthened the microfinance sector; MFI 
clients now enjoy improved protection against overindebtedness 
and are empowered to build their credit histories. 

10.1 Overindebtedness 

Client overindebtedness is a major concern for all stakeholders 
including MFIs, regulators, funders and donors. Over the past 
decades, numerous microfinance markets have undergone crises 
of delinquency and overindebtedness despite historically high 
repayment rates. These crises were precipitated by a number of 
factors such as changes in the competitive landscape, relaxing of 
credit risk management practices, and a premature push for growth. 
A shift in these factors often exposes underlying weakness in MFI 
systems and execution; events such as political or economic crises 
trigger a sudden spike in delinquency due to high levels of client 
overindebtedness.

To understand the level of saturation in the microfinance market 
in Jordan, IFC commissioned a Microfinance Index of Market 
Outreach and Saturation (MIMOSA) report in 2018. The report 
concluded that there are visible signs of overindebtedness, with 5.7 
percent of MFI clients having loans with three or more institutions 
not including bank loans. It was also found that informal borrowing 
by clients with MFI loans is very common, comprising 18.5 percent 
of MFI clients. The report further notes borrowers who took loans 
to pay off existing debt as a further source of concern. About a 
quarter of all borrowers in Jordan report their loan purpose as 
being primarily for debt repayment. The figure for MFI clients was 
higher at 34 percent. In addition to multiple borrowing, borrowers 
taking loans to pay off existing debt is seen as closely related to 
overindebtedness, or at least debt stress. 

It is clear that the market has already taken note of these issues. Growth 
rates have already slowed dramatically in the past two to three years. 
This is the result of a number of factors including the recognition of 
overindebtedness as a growing issue, as well as a weakening economic 
environment, the licensing and supervision of the sector by the CBJ, 
and the inclusion of regulated MFIs as members of the credit bureau. 

10. SOCIAL PERFORMANCE AND 
CLIENT PROTECTION
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The CBJ will further strengthen the monitoring and supervision 
of MFIs with guidelines focused on MFI governance and internal 
controls in the future. It is clear that the focus on growth and 
outreach will take a back seat to the strengthening of market systems, 
infrastructure, and responsible lending practices in the near term.

The issue of overindebtedness also challenges MFIs to review their 
client assessment and lending practices, which traditionally rely on 
increasing loan sizes over cycles with small frequent instalments 
combined with a zero-tolerance policy as a means to reduce credit 
risk. This may have the unintended consequences of encouraging 
multiple borrowings when a borrower does not receive the amount 
needed based on capacity or is not given adequate time to repay. 
In these instances, multiple borrowing may not be a sign of 
overindebtedness but a direct result of the MFIs policies. Over time, 
it becomes the habit of the borrower to manage several loans at 
the same time and take out loans to pay back others. To stop such 
practices would require MFIs to revisit their policies on loan size 
as well as their techniques for measuring the capacity of clients to 
repay.

10.2 Gharimat 

Gharimat, a local Jordanian term meaning “indebted women”, is 
used to describe women who borrow funds to support their families 
and are unable to repay the obligation. These funds are often used 
to cover their economic or living needs, to finance small projects to 
improve their personal income, or support their spouse or family. 
In 2017, the gharimat issue began gathering the attention of the 
public as many women were being pursued by law for not paying 
their debts. Public sentiment extended sympathy to the gharimat 
given the sensitivity of the status of women in the Jordanian society. 
The gharimat issue continued into 2019 until there was a direct 
intervention by the King of Jordan. On March 22, 2019, on the 
occasion of Mother’s Day, King Abdullah, in an intervention with 
Jordan Television called for a national effort to support 5,672 
gharimat whose loans do not exceed JD 1,000 each. At the time, 30 
of these women were incarcerated for unpaid debts. 

The gharimat issue implicated the formal microfinance sector as well 
unsupervised financing companies, shops and deferred-payment 
sales companies. Although the overwhelming majority of gharimat 
had no relationship with MFIs, the sector received intense scrutiny 
from the public. In subsequent meetings held by the Prime Minister 
and the Lower House Financial Committee, the important role of 
the microfinance sector in supporting the economy, women and 
youth were highlighted. It was noted that MFIs make an outsized 
contribution to financial inclusion by reaching out to vulnerable 
groups that often have difficulty getting finance from banks such 

as women, refugees, young people, students, the self-employed and 
rural residents. It was suggested that the CBJ be more involved when 
it comes to the informal sector expressing a need to monitor and 
control the financial activities of all segments in order to avoid the 
reoccurrence of such issues in the future.

In response to the gharimat issue, on March 27, 2019 the Board 
of Directors of Tanmeyah announced a JD 650,000 contribution 
to the Gharimat Fund, which was founded, administered, and 
managed by Zakat Fund as per the Cabinet decision. The Gharimat 
Fund was tasked with covering outstanding gharimat loans issued 
by both MFIs and other financial institutions.75 The contribution 
was made as a sign of solidarity and acknowledgement of 
Tanmeyah’s role in serving the society and the Jordanian economy. 
As a contribution towards resolving the crisis, MFW also took 
the action of voluntarily closing court cases for all defaulting 
female clients who had an outstanding balance below JD 1,000. 
This amounted to 3,750 women with a balance of nearly JD 1.1 
million. While initially compromising the reputation of the sector, 
the episode also shed light on the important role that MFIs play 
in the country in serving the local economy and increasing access 
to finance to individuals and micro and small entrepreneurs. 
Moreover, it encouraged the sector to review its lending policies 
and to be more conservative and this prudence was reflected in the 
sector’s very low growth rates between 2018-2019 when compared 
to the previous years.

75  According to a television appearance made by the Zakat Fund manager in September 
2020, JD 4.5 million was paid by the Zakat Fund to cover gharimat loans and according to 
Tanmeyah, only 600,000 (or 13%) were for loans issued by MFIs.
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As indicated in the sections above, the microfinance sector in Jordan 
underwent significant changes over the past decade. Since 2012, the 
microfinance sector has almost doubled the number of borrowers 
(1.9x) with an average annual growth rate of 9.5 percent and has 
more than doubled the outstanding portfolio (2.3x) with an average 
annual growth rate of 12.8 percent. It is a vibrant and innovative 
sector operating under the oversight of a regulator that recognizes 
the importance of financial inclusion. Some of the important 
developments in the sector include:

·	 Improved financial and social performance, risk governance 
and innovation; 

·	 The recognition of microfinance as one of the three industry 
pillars of the NFIS together with DFS and SME finance; 

·	 The adoption of the Microfinance Companies Bylaw and the 
licensing of nine MFIs;

·	 The inclusion of MFIs in the private credit bureau (CRIF); and 

·	 The adoption of policies by MFIs for the fair treatment of 
clients and the establishment of formal customer complaints 
units.

To improve financial inclusion among low-income and poorer 
members of the population, there are a number of additional steps 
Jordan can take. Many of these are included as part of the specific 
action plan for microfinance under the NFIS but have yet to be fully 
implemented at the time of writing this report, namely: (i) issuing 
instructions that govern microfinance internal control systems and 
corporate governance,76 (ii)  building staff capacity, (iii) developing 
and diversifying microfinance products especially for the agriculture 
and renewable energy sectors, (iv) increasing geographic outreach 
of MFIs, and (v) enhancing the awareness and financial capabilities 
of microfinance clients. If implemented in close collaboration with 
the sector, all of these would indeed serve to support and strengthen 
MFIs and expand financial inclusion. 

Beyond these immediate actions for microfinance, Jordan can take 
further steps to create a more level playing field among financial 
service providers and strengthen and enhance the performance 
of the sector. There is agreement that strong cooperation on an 

76  As noted above, the CBJ issued the corporate governance instructions in December 2020. 

ongoing basis among stakeholders (MFIs, regulators, donors and 
funders) is important to further strengthen the sector and move 
it forward. Tanmeyah can play a crucial role in facilitating open 
dialogue, providing needed support to MFIs, and helping implement 
a sector strategy. Below are some recommendations to enable the 
microfinance sector to move to the next level in the next few years, 
while aiming for sustainable growth, and more customer-centric 
products and services with robust risk mitigation.

11.1 Regulation and Supervision

Regulation and supervision of financial service providers 

A critical step towards enhancing access to finance among MSMEs 
and protecting consumers, is expanding the regulatory umbrella 
of the CBJ to include all companies providing financial services. 
This should include companies that engage in leasing, factoring, 
specialized lending, all unlicensed finance companies, shops 
and deferred-payment sales companies, as well as other shadow 
lenders. Entities providing financial services outside of regulatory 
frameworks may operate with little accountability or transparency, 
rely on unscrupulous recovery practices, contribute to client 
overindebtedness, and harm the reputation of regulated operators. 
As part of the NFIS strategy, a draft non-banking financial 
companies’ supervision bylaw has been circulated. It is important 
that this bylaw include all financial service providers not currently 
regulated as well as ensure that imposed standards promote free and 
fair competition among those serving the lower end of the market, 
and especially MFIs.  

Tiered Regulation

Jordan has already taken a crucial step in bringing MFIs under 
the regulatory umbrella. The introduction of bylaws, currently in 
draft form, that brings all non- bank financial companies under the 
regulator umbrella is an important second step. At the same time, 
Jordan could also consider a tiered approach to microfinance and 
NBFI regulation. A tiered approach to microfinance regulations 
would better serve the market and meet consumers’ needs by 

11. MOVING FORWARD 
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allowing a diverse group of financial service providers to offer a 
variety of products and services. Introducing a new institutional 
category such as microfinance banks which would be allowed to 
offer deposit products (to which some MFIs might opt to transform) 
could decrease the low level of account ownership in Jordan. This 
is especially true considering MFIs’ core client base of women, low-
income households and microenterprises, as these segments tend to 
have the lowest levels of account ownership.

Currently, banks are not reaching the poor and low-income 
populations in Jordan, and accordingly the majority of Jordanians 
do not have an account at a financial institution. The experience 
of other countries suggests that microfinance banks can bring large 
numbers of people into the formal financial system. Al Kuraimi77 
in Yemen is a good example, and ACLEDA Bank78 in Cambodia 
is another. For Jordan, this would require a new set of prudential 
regulations and conditions, with only those MFIs that can fulfill them 
and are interested in transforming into this new category, allowed to 
do so. At the same time, the regulations should allow and encourage 
the entry of new investors with the necessary expertise and resources 
to fulfill these conditions. Such licenses can be given gradually;  for 
example, as a first step, a microfinance bank can begin by opening 
current accounts and over time, be allowed to open savings and time 
deposit accounts as the regulator’s confidence in the microfinance 
bank grows and as the microfinance bank fulfills an additional  set 
of clear conditions outlined by the CBJ for this next step. Finally, it 
is worth noting that these deposit-taking MFIs/microfinance banks 
will continue to be restricted from certain banking services which 
will remain exclusive to regulated commercial banks.

Further, regulating microfinance as a set of activities, regardless 
of the type of financial institution carrying them out, would help 
create a more level playing field among microfinance providers. 
This can be done by applying similar rules (such as provisioning 
requirements) not only to MFIs or NBFIs but also to the microcredit 
portfolios of banks. Tiered regulations would also provide the CBJ 
with flexibility in allowing MFIs to expand their product offerings. 
Allowing MFIs (based on their tier) to work not only as agents of 
insurance companies and PSP e-wallet providers but also as agents 
for banks and money transfer companies would help expand their 
branch network and outreach. This would play an important role in 
increasing financial access for low-income clients and for micro and 
very small enterprises. For MFIs, it will increase and diversify their 
revenue streams and also reduce their risk.

77  Al Kuraimi was founded as a money exchange company in 1995 and transformed into a 
microfinance bank in 2010 as Al Kuraimi Islamic Microfinance Bank (KIMB). KIMB develops 
and delivers diverse financial services including financing of productive MSMEs. In 2018, 
the bank received their commercial banking license, and plans to introduce a commercial 
bank, Al Kuraimi Islamic Bank (KIB).  In less than 10 years, the bank moved from the small-
est bank in Yemen (number 18) to being in the top five largest banks in Yemen. As of August 
2020, there were more than 2.5 million bank accounts at KIMB for 1.25 million customers. 
This is more than half the people served by the whole banking sector in Yemen.  

78 ACLEDA Bank began operations as an NGO providing micro credits to war victims. It 
transformed to a specialized bank in 2000, and a full-fledged commercial bank in 2003. 
According to the National Bank of Cambodia (the central bank), it is the largest domestic 
commercial bank in terms of total assets and number of clients. As of 2019, it has more 
than 2.6 million depositors (ACLEDA Bank Annual Report 2019). 

Leverage and Funding

To date, the CBJ has not specified a limit on the financial leverage 
ratio for MFIs and in general, MFIs maintain relatively low ratios. 
In the longer term, tiered regulations may also address the issue of 
leverage limits. Different leverage ratios can be assigned for different 
types of MFIs, based on size, geographic coverage, or services 
provided. Such ratios should not be overly restrictive as to inhibit 
growth in the sector. Banks and other institutions that lend to MFIs 
are well positioned to manage their own risk exposure and lending 
decisions when it comes to MFIs. 

In order to increase access to finance by MFIs, the CBJ should also 
consider allowing MFIs to issue bonds to cover their funding needs. 

Instructions, Approvals and Supervision

As discussed in Section 5, the CBJ has provided a set of instructions 
for the microfinance sector focused on non-prudential regulation 
which is appropriate given that the sector is restricted from mobilizing 
deposits. As part of the NFIS action plans, these were expanded to 
include specific guidance on internal control systems and corporate 
governance adding to the guidance already issued on consumer 
protection. With respect to future guidance, it is important that the 
CBJ continue dialogue with Tanmeyah and the microfinance sector 
to ensure a mutual understanding, align expectations, and help build 
the capacity of the MFIs to implement regulatory requirements. 

Delays in the implementation or rolling out of instructions and 
associated approvals can result in burdensome costs to the sector. 
The CBJ should consider, for example, accelerating the process of 
approving the opening or relocation of a branch by placing a ceiling 
on the time it takes to respond, and in the case where an MFI does 
not hear back from the CBJ in the time allotted, it can be considered 
automatically approved. The pre-approval from the Cabinet before 
accepting any foreign funding (grants or debt) is another process 
that could be improved to the benefit of the sector.

Further, now that all regulated MFIs are members of CRIF, the CBJ 
should consider placing a ceiling on the number of active loans 
per borrower to inhibit client overindebtedness. This may also 
encourage MFIs to develop more customer-centric products and 
services reducing the need for clients to take multiple loans from 
different financial service providers.

Acknowledging the Specific and Innovative Nature of 
Microfinance

There is a tendency to treat the microfinance sector in a similar 
manner to its banking counterpart. However, microfinance as an 
innovation in the finance industry requires unique and tailored 
regulation. Treating MFIs and banks as one and the same will 
always result in imperfect, asymmetric regulation that will set 



39

limits and constraints to the behavior of MFIs. The need for a unique 
regulatory lens will only grow in the microfinance space as digital 
technologies continue to transform finance, increase the number and 
variety of new entrants, and challenge regulation at unprecedented 
rates. Since the microfinance portfolio represents a different risk profile, 
it should not be regulated in a manner which assumes the same degree 
and determinants of risk as other portfolios. Microfinance requires 
prudential norms different to those suitable for commercial banking 
and consumer finance.79 Future growth, potential, and sustainability of 
MFIs in Jordan are reliant on this type of unique regulations that will 
treat microfinance as the innovation that it was and continues to be.

11.2. Taxes

As discussed under taxes in Section 5.7, the tax obligations of for-
profit MFIs put them at a disadvantage versus not-for-profit MFIs 
and MFI 3 in particular. It is ultimately micro-borrowers that bear 
the cost. Combined, these taxes (general sales tax, sales tax on 
interest revenue, stamp duty and corporate income tax) represent 
higher rates than other countries in the region. Furthermore, these 
taxes create a disincentive for not-for-profit MFIs to transform into 
for-profit MFIs, which international experience has shown can (and 
in most cases does) increase efficiency, expand outreach and lower 
costs to clients. In order to create a level playing field, it is important 
to harmonize taxes across the sector, taking into consideration 
the corresponding taxes paid by other financial service providers 
including banks and companies that will be subject to the new 
bylaw for NBFIs. 

Moreover, the recognition of loan loss provisioning as a tax-
deductible expense is another issue waiting to be addressed through 
issuance of CBJ loan loss provisioning instructions for MFIs. This 
will be increasingly important as more MFIs consider amending 
their legal status to for-profit entities.

11.3 Digital Financial Services (DFS)

DFS are an important part of the financial inclusion agenda going 
forward. Among other benefits, DFS have the potential to lower 
operational cost ratios while improving convenience to customers. It 
is recommended that MFIs continue to develop alternative methods 
for disbursements and repayments, in partnership with PSPs. At a 
minimum, the CBJ should consider explicitly allowing MFIs to serve 
customers beyond their loan clients with mobile payment services, 
to offer over-the-counter services such as remittances, bill payments, 
and other money transfer services, as well as to develop their own 
agent networks.80  

79  The prudential regulators in South America, specifically in countries like Bolivia and Peru 
understood this principle and created a regulatory environment conducive to the success 
of microfinance.

80  Per the Microfinance Companies Bylaw, the CBJ has the authority to allow MFIs to engage 
in any other activities or services. Should such other activities require an additional license, 
CBJ should and can accelerate such a process for regulated MFIs.

To increase the number of digital transactions, further ecosystem 
development may be required including the expansion of agent 
networks especially in rural areas, stronger value propositions on 
both supply and demand sides around pricing, as well as further 
use cases. At the same time, the implementation of the action plan 
for DFS under the NFIS is important to the expansion of DFS 
coverage. This includes specific planned initiatives such as digitizing 
government to person (G2P) payments, ensuring interoperability 
among all PSPs, enhancing e-KYC infrastructure, and defining a fee 
structure to ensure a level playing field. In addition to these activities, 
it is important to help develop the digital financial capabilities and 
digital financial literacy of end beneficiaries especially women, 
refugees and microfinance clients.81 

In addition to this, in order to benefit from the entire potential digital 
ecosystem (beyond the use of digital channels for disbursement and 
repayments), which includes utilizing big data, digital underwriting, and 
provision of digital products and services just to name a few,  two issues 
must immediately be addressed and resolved: e-KYC and e-signature. 

11.4 Overindebtedness 

As overindebtedness is consistently and increasingly an issue for the 
microfinance industry across the globe and in Jordan, it is important 
for the sector to address the issue proactively. Firstly, each MFI 
should take active steps to improve its credit risk management 
systems to directly address the issue of overindebtedness. Second, the 
sector should establish a task force to work on this issue in general. 
The task force should be constituted of key stakeholders for the 
sector and provide a forum where donors, funders, the government 
and other parties can identify the causes and actors contributing to 
client overindebtedness and make recommendations.

11.5 Improve/Diversify Microfinance Sector 
Products, Services and Client Segments

Enhance Credit Analysis and Upscale to serve very small 
and small enterprises

For the most part, MFIs currently focus on the lower end of the 
microfinance market. Before expanding up market, it is important 
that they take steps to enhance their credit analysis especially for 
very small and small enterprises. Given information asymmetries 
and the general aversion to risk by MFIs, this is especially important 
to ensure entrepreneurs receive the amount of money they need and 
can afford to repay to finance their businesses, rather than a lower 
amount simply to test their creditworthiness. This will enhance 
the percentage of business lending in the sector’s portfolio and 

81  The COVID-19 pandemic has highlighted the importance of prioritizing digital capabilities 
and expediting the digital transformation process in the financial sector. During the CO-
VID-19 crisis, the CBJ, JoPACC, and various social protection agencies played a critical role in 
ensuring the dissemination of financial education materials focusing on the concerns and 
difficulties faced by end users in an effort to increase adoption and use of digital channels 
and services.
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would play an important role in increasing financial access for low-
income clients, and micro and very small enterprises. For MFIs, this 
can be a way to put the sector back on the growth path after a 
couple of years of stagnation, which may be a sign that the MFIs 
current products are reaching their limits. It will also increase and 
diversify the revenue streams of MFIs thereby reducing risk. The 
CBJ can also support the move to increase services to very small 
and small enterprises by facilitating access to finance and loan 
guarantee programs by MFIs. JLGC might consider developing new 
guarantee products on a portfolio basis versus individual loan files. 
Such products are tailored to MFIs, especially those who decide to 
upscale to serve VSEs and might need guarantees to mitigate risk.

Expand financial access to refugee populations in Jordan 

As noted earlier in the report, the refugee population present a huge 
and largely untapped opportunity for MFIs to expand their growth 
responsibly. They remain largely unserved despite both their need 
and desire for a variety of financial services. In order to serve this 
segment, MFIs will need to identify target groups, better understand 
their financial needs and decide how best they can offer affordable 
and comprehensive financial services to them. 

A 2017 financial inclusion study on refugees conducted by CGAP 
notes that aid disbursement provides a unique opportunity to offer 
formal financial services to Syrian refugees in Jordan given that 
almost 48 percent of this segment have access to ATMs. As such, 
these aid recipients, can be the ideal first test candidates for MFI 
interested to pilot a refugee offering, since these recipients already 
have access to financial tools and are familiar with their use. 82

Similarly, with refugees in Jordan unable to open bank accounts, 
mobile wallets are considered “revolutionary” 83 in the way in 
which they allow refugees to receive money and are relatively easy 
to open with a UNHCR asylum seeker certificate and a Ministry of 
Interior Service card. UNHCR has already been able to significantly 
expand access to financial services to refugees using these wallets. 
With several MFIs in Jordan exploring way to digitalize their 
offering, mobile wallets that are offered through PSPs, can be an 
ideal instrument to begin serving this segment. This will, however, 
require a significant investment in building the digital literacy of 
these refugee segments; this can and should be integrated into MFIs’ 
non-financial services offering. 

Categorizing Lending in MFI Portfolio Reports 

To improve the percentage of business lending in the sector, 
Tanmeyah should work with the MFIs and the regulator to adopt 
a three-category definition of lending (business, development, 
and consumption) versus the currently used two (business and 
consumption). Clear classification for the activities which fall 
under each category need to be discussed and finalized, and MFIs 

82  Chehade, et al., “Remittances and Financial Inclusion A Demand-Side Analysis of Low-
Income Jordanians and Syrian Refugees in Jordan, ” Washington, DC: CGAP, 2017.

83  UNHCR, Refugee Access to Financial Services: Jordan, 2019.

need to include that as part of its reporting to the regulator and to 
Tanmeyah. Special attention should be given to group loans to make 
sure that the activity of each borrower in the group will be identified 
and reported accordingly. Some effort will also be needed to make 
sure that the self-reporting reflects reality in this regard.

Non-Financial Services (NFS) 

As the microfinance sector grows and MFIs target business owners 
with larger loan sizes, NFS could play a crucial role in sustainably 
improving the quality of their portfolio by increasing their clients’ 
profits and resilience to shocks. NFS could increase the capacity and 
willingness of clients to repay. The development of NFS targeting 
women, youth and low- income clients by MFIs is among the NFIS 
action plans for microfinance. In order for MFIs to ensure the 
success of the delivery of such programs, however, they must choose 
an appropriate delivery model, integrate it into their operations 
in the most cost-effective way possible, adjusting their pricing 
accordingly and provide training to staff as needed. For-profit MFIs 
might consider establishing a non-profit arm specialized in NFS, 
thereby creating a special relationship with clients and increase their 
feeling of loyalty towards both institutions — a distinction in an 
increasingly competitive sector. 

Broadening and Deepening Microinsurance Services

Experience thus far has shown that MFIs have managed to insure 
all of their clients in life and some health-related insurance in a win-
win-win situation where the clients, the MFIs and the insurance 
companies all benefit. For the sector to move forward, MFIs need 
to discuss with insurance companies’ ways to benefit from the local 
and global experience in this regard as well as from accelerating 
digitalization. This will allow them to develop a more varied offering 
that will broaden and deepen the breadth of insurance coverage for 
borrowers, their families as well as the broader spectrum of low-
income households.

11.6 Formalizing the Role of Tanmeyah

As Jordan moves towards advancing the structure of the financial 
sector through the implementation of the NFIS, a holistic regulatory 
approach is fundamental and important to clearly define the 
responsibilities, functions and duties between stakeholders in the 
financial sector, and most importantly, the role of network Tanmeyah 
– Jordan Microfinance Network as an enabling body. Tanmeyah’s 
role should be revisited in two main ways. The first is through 
considering formalization, similar to other networks/federations in 
the region. The second involves revising its raison d’être through a 
strategic business planning exercise with the objective of increasing 
its impact on and relevance to the sector and giving it the necessary 
authority and influence to be a strong lobbying arm for it.
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12: ANNEXES 

12.1 Annex I: Tanmeyah Jordan Microfinance Network

Vision, Mission and Core Values

Jordan Microfinance Network – Tanmeyah - was established and formally registered as a nonprofit institution at the Ministry of Industry 
and Trade in 2007 and was incepted to become the official representative for the MFIs, replacing the Microfinance Association of Jordan, 
which was operating at that time. The Network’s main objective is to develop a sustainable microfinance industry that will become an 
integral part of the national financial system in Jordan. It plays an active role in supporting the further development of the microfinance 
industry, providing advocacy and awareness rising on behalf of its members, promoting information and dissemination of developments and 
trends in the industry. Most importantly it supports the implementation of an appropriate regulatory environment and gathers performance 
and benchmarking data for the sector.

Facilitate the creation of an enabling environment for the development of sustainable microfinance industry in Jordan through the participation 
of all stakeholders.

To become an active network that effectively supports the microfinance industry in Jordan.

12.2 Annex II: Current Microfinance Providers 

MFI Brief

Ahli Microfinance 
Company (AMC)

Founded in 1999, Ahli Microfinance Company (AMC) targets customers who do not benefit from the services of 
commercial banks. With an eye to the social, economic and financial impact of its products, AMC develops loan programs 
professionally tailored to suit varied businesses and social segments.

FINCA Jordan

Founded in 2007, FINCA Jordan is part of the expanding FINCA Impact Finance Network, a group of 20 microfinance 
and financial institutions that provide socially responsible financial services. FINCA funds loans in in various sectors 
and locations in order to enable low-income entrepreneurs and small business owners to find the much-needed financial 
support to increase productivity and invest in the future. 

Ethmar for Islamic 
Microfinance

Founded in 2015, Ethmar for Islamic Microfinance was founded by the King Hussein Foundation. It is the first Sharia-
compliant microfinance company in Jordan and seeks to provide innovative Islamic financial products to establish itself 
as a role model for economic and social empowerment. Its mission is to alleviate poverty and unemployment by providing 
financial solutions to low-income individuals (employees, workers and retirees), licensed businesses, and household 
businesses. 

National 
Microfinance Bank 

(NMB)/ 

Al Watani

NMB was founded in 2006 under the patronage of Her Majesty Queen Rania, and His Highness Prince Talal bin Abdul-
Aziz to finance income generating projects for underserved segments of society, spreading a culture of microcredit and 
entrepreneurship. NMB’s mission is to establish banks for micro and small entrepreneurs throughout the Arab World, it 
commenced operations with the opening of three branches, and now has a total of twenty-five branches.

Jordan Micro Credit 
Company or 

Tamweelcom

Founded in 1999, Tamweelcom was established to pioneer the field of micro-enterprise support and development. 
Tamweelcom is owned by the Noor Al-Hussein Foundation, which operates independently under the umbrella of the 
King Hussein Foundation. Tamweelcom provides financial and non-financial services to the low-income and productive 
poor to improve their social and living standards by adopting and implementing international microfinance best practices. 
Tamweelcom offers business development services, technical support trainings, product packaging, marketing, accounting, 
and financial literacy trainings.
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Microfund for 
Women (MFW)

Founded in 1996, MFW is a nonprofit microfinance institution that aims to help underserved entrepreneurs in Jordan 
access credit. To increase access to financial services to all marginalized communities, including refugees and older adults, 
they do not require collateral on their loans. Additionally, MFW focuses on developing innovative products and services, 
such as education loans, to accompany their traditional small business loans.  

Vitas Jordan
Founded in 1998, Vitas Jordan is a non-bank financial institution founded as the Middle East Micro Credit Company 
(MEMCC). The company has been providing credit to the underserved communities of Jordan since 1998 and has become 
one of the largest microfinance institutions in the country.

UNRWA 
Microfinance 
Department

Founded in 2003, UNRWA was established by the United Nations General Assembly resolution 302 (IV) of 8 December 
1949 as a separate entity within the United Nations System to carry out direct relief and works programs for Palestine 
refugees. The Agency began operations on 1 May 1950. It operates in Jordan under special agreement with the government 
of Jordan. UNRWA Microfinance was established in Gaza in 1991 and introduced into the West Bank in 1996. It was 
extended into Jordan and Syria in 2003. Its microfinance outreach focuses on the poor and low-income clients, informal 
enterprises, women and youth.

Al-Ameen 
Microfinance 

Company

Founded in 2009, Al-Ameen Microfinance Co. is a Jordanian LLC that finances households’ consumption, education, 
and licensed or unlicensed projects. Al-Ameen was established for the purposes of financing small-scale projects for the 
development of the community, and provides credit products for commercial, industrial and service sectors.

Ideal Islamic 
Microfinance 

Company

Founded in 2014 as a nonprofit organization by the Jordanian Hashemite Fund for Human Development, Ideal Islamic 
Microfinance is specialized in financing and supporting small projects by providing financial products that conform to the 
Islamic Sharia. The organization’s vision is to fight poverty and unemployment and raise living standards for citizens by 
providing financial and non-financial services that conform to the Islamic Sharia.

12.3  Annex III: Interventions by International Organizations in Jordan

Organization Description of activities

German 
Corporation for 

International 
Cooperation GmbH 

(GIZ)

GIZ is Germany’s leading provider of international cooperation services. Since 2011 it has been advising and supporting the 
CBJ on financial inclusion, sector governance, and consumer protection. This support has come in various forms, including 
training on supervision and providing technical assistance to create a supportive legal and regulatory environment to the 
sector. With the help of GIZ, the CBJ has conducted a comprehensive supply and demand study assessing the detailed level 
of financial inclusion in Jordan and identifying key issues and challenges.

   

International 
Finance Corporation

(IFC)

IFC is supporting the microfinance sector in Jordan through developing this report, in addition to a market study on 
VSEs in Jordan, both are in partnership with Tanmeyah. IFC has also been providing loans and advisory services to 
several leading MFIs in the country. This includes loans to Vitas, FINCA, Tamweelcom and MFW; and advisory services 
to Tamweelcom, NMB and MFW. Recently, IFC engaged with the CBJ in a stress testing exercise for the microfinance 
sector.

The European Union 

(EU)

The EU supports the government of Jordan in promoting financial inclusion through improved governance and 
outreach. EU Action foresees budget support and complementary support covering financial and technical assistance for 
microfinance stakeholders in Jordan.

In 2016, Tanmeyah - Jordan Microfinance Network successfully obtained a grant from the EU that aims at building 
and expanding the operational capacity of Tanmeyah. The main goal of the grant is to serve the microfinance industry 
in Jordan by supporting Tanmeyah in achieving the following organizational goals: 

·	 Build and expand operational capacity. 

·	 Support the development of new quality services and products for members. 

·	 Improve advocacy and market research tools.

·	 Improve outreach to targeted segments. 

·	 Enhance financial sustainability.

The EU’s support enabled Tanmeyah to improve the level of services provided to the microfinance sector in Jordan and 
enhance its visibility.
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United States Agency 
for International 

Development 
(USAID)

USAID was fundamental in the establishment of the microfinance sector in Jordan and continues to support the sector 
through various initiatives. 

Since 1998, USAID has worked with MFW to help develop its business plan, operational strategies, and a management 
information system to better serve clients and achieve financial sustainability. In 1999, USAID capitalized on the foundation 
of the Jordan Micro Credit Company (Tamweelcom). The same year, USAID helped found Vitas and Al Ahli Microfinance 
Company (AMC), the latter after a study conducted in partnership with Al Ahli bank assessing the idea of creating a financial 
institution that offers credit to small businesses. 

USAID LENS, launched in 2014, is a five-year project encouraging the long-term economic growth and development potential 
of underserved communities by combining local economic development efforts with private sector initiatives. The program 
focused on strengthening local economic networks, building stakeholder capacity, and improving the enabling environment. 
AMC, Ethmar, FINCA, MFW, NMB, Tamweelcom, and Vitas were partners in USAID’s LENS. 

As a part of USAID’s country strategy for poverty reduction, the agency continues to launch several youth projects in 
partnership with local MFIs, one example is the 2012 Youth Finance Project in partnership with Tamweelcom. 

In 2016, USAID supported NMB to establish an MSME Department to address underserved MSMEs that are too large for 
group lending, but too small for bank loans. 

USAID LENS completed a four-year road map strategy with Tanmeyah to help the microfinance sector deliver on CBJ’s NFIS 
goals.

USAID organizes finance fairs in three governorates to increase awareness of microfinance products and services, and to 
educate the general public on how microfinance can be used to start and grow a business. USAID LENS and Tanmeyah 
planned a total of six finance fairs reaching 1,800 potential clients in six target governorates (Irbid, Zarqa, Amman, Karak, 
Tafilieh, and Aqaba). The finance fairs promoted the Jordanian microfinance industry and enhanced financial awareness on 
how microfinance can be an effective tool to catalyze developmental start-up projects, allowing businesses to launch, grow, 
and create new jobs.

USAID supported the design and implementation of an information sharing system to establish a clear and accurate 
information database for the sector. This includes a centralized web portal to share management information reports and 
key performance indicators. The sharing system will provide monthly/quarterly trends on key operational and financial 
indicators of the microfinance industry at the pan-Jordanian and governorates level. 

Partners for Good 
(PFG)

In coordination with Tanmeyah and the CBJ, and with the support of the Embassy of the Kingdom of the Netherlands, 
PFG works to promote socioeconomic rights within the microfinance sector in Jordan by addressing the following: 

• Incorporating socio-economic rights within the internal working procedures and protocols.

• Raising awareness and financial literacy among clients.

• Training of Trainers for MFI staff.
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