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ABSTRACT

Credit risk is on an increasing rate and is becgnan area of concern to many people and institstianthe
lending business globally. This kind of exposuradk to instability and poor financial performandentcrofinance
institutions. Microfinance institutions are expogedcredit risk and therefore it is important ftvetn to come up with
mitigation strategies. The current study sougHtrtd out the effects of credit risk mitigation degies on the profitability
of microfinance institutions in Nakuru town. Thejettives of the study were to determine the roldoain appraisal
procedures, debt recovery policies, credit risk maoimg and diversification of credit products dmet profitability of
microfinance institutions in Nakuru town. The stuagsed a sample size of 75 respondents who werendram selected
microfinance institutions in Nakuru town. The targepulation for the study was 500 respondents drirem various
microfinance institutions in Nakuru town. The saegize comprised of respondents drawn from varinigsofinance
institutions drawn in Nakuru. Questionnaires wene tnain data collection tool that was used. Seagndata was
obtained from reports by microfinance institutiolmata was analyzed using the Statistical Packag&daial Sciences
(SPSS) and was presented in form of frequencysablearts and graphs. The results revealed thdit ¢igk monitoring
was negatively correlated with profitability. Howexy this correlation was not statistically sigréfit hence the null
hypothesis 3 was retained and concluded that the® no evidence based on the sample to suggestriudit risk
monitoring as associated with profitability. Thesults revealed that credit risk monitoring was niegly correlated with

profitability.
KEYWORDS: Credit Risk, Debt Recovery, Diversification, Loappkaisal

INTRODUCTION

Financial institutions are pertinent to economiovgh through the financial services they providéneif
intervention role can be said to be a catalysefmnomic growth. The efficient and effective pemnfance of the financial
institutions overtime is an index of financial std in any nation. The extent to which a finarlciastitution extends its
operation to the public for productive activitiescaelerates the pace of a nation’s economic growith its long-term
sustainability (Kolapo, Ayeni & Oke, 2012). In tBé&st century, business environment is added medtiédl and intricate
than ever. The majority of businesses have to twitle uncertainties and qualms in every dimensibtheir operations.
Without a doubt, in the present-day’s unpredictairid explosive atmosphere all the financial institis are in front of a
hefty risks like: credit risk, liquidity risk, opational risk, market risk, foreign exchange riskd anterest rate risk, along
with others risks, which may possibly intimidatee tisurvival and success of the financial instituSoorporate

Performance.
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Risk is an inevitable phenomenon which has livethwmankind since time immemorial. In our domesticl a
especially in our business life, we find ourseliresituations where risk taking becomes the sofutmour break through.
Nevertheless, one should find a way to minimizenanage this risk in order not to affect the expecesult from a given
investment. In the financial sector, risk mitigatics seen as one of the most essential intermadréries upon which

decisions are made by financial institutions (AjmeUinkens, Mahmud & Briggs 2014).

As illustrated by Aduda and Kalunda (2012), Keny&mown as one of the African countries at thefford, in
the discovery of the significance of MFIs as a ptveradication tool, thus more efforts have be@eated in the
development and promotion of the MFI sector. Migrafice industry in Kenya has evolved and is caroedin diverse
institutional forms, which include the semi-formébrmal and non-formal providers (Muriuki, Maru, Blamusonge,
2015). In relation to the performance of MFIs, AMEport (2013) indicated a gross portfolio incress2012 because of
the raise of interest rates on loans in the petsmeof elevated inflation. The report also indesithat profitability and
sustainability levels of the sector dropped dracadiyy because of high operating costs that resuiteth expensive
lending rates and high-risk exposure. In addit@perations self-sufficiency (OSS) decreased inydéwmr 2012 and the
decrease was because of decreased performance Deftosit taking microfinance as their Operatiosié-sufficiency
dropped from 114% to 104% as of December 2011 hEgyrhigher operating costs led to decreased lefedsficiency
and profitability. The funding costs increased 1698 while operating costs shot up to 26.7%. In teahoperational costs
associated with staffing ration increased to 52&@nt as more MFI operation called for more fitlaff. This shows that
on overall, the operational self-sufficiency andtainability of microfinance institutions in Kenyeve been decreasing
over the years (AMFI, 2013).

Statement of the Problem

Sound credit mitigation policy is a prerequisite &financial institution’s stability and contingjrprofitability,
while deteriorating credit quality is the most foeqt cause of poor financial performance and camditAccording to
Gitman (1997), the probability of bad debts incesaas credit standards are relaxed. Firms musiftherensure that the
management of receivables is efficient and effectsuch delay on collecting cash from debtors,hay fall due has
serious financial problems, increased bad debt&hndiffect customer relations. If payment is maate,lthen profitability
is eroded and if payment is not made at all, theota loss is incurred. On that basis, it is siyngbod business to put
credit management at the front end by managingdrategically. As with any financial institution, eéhbiggest risk is
lending money and not getting it back. Credit riska particular concern for MFIs because most mieraling is
unsecured. The people covered are those who cawadlt credit from financial institutions and sucther financial
institutions due to the lack of the ability to pide guarantee or security against the money boowany financial
institutions do not extend credit to these kindpebdple due to the high default risk for repaynerinterest and in some
cases the principle amount itself. Therefore thesgtutions required to design sound credit manag# that entails the
identification of existing and potential risks imbet in lending activities. Matu (2008) carried austudy on sustainability
and profitability of financial institutions and reat that, efficiency and effectiveness were the nwdiallenges facing
Kenya on service delivery, Orua (2009) did a stadythe relationship between capital structure &mahtial performance
of financial institutions in Kenya, Gitau (2010)ddia study on assessment of strategies necessargufbainable
competitive advantage in the financial industryKienya with specific focus to Faulu Kenya. Achou arehguh (2008),
also conducted a research on financial instituierformance and credit risk management found treetis a significant
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relationship between financial institutions perfamme and credit risk management. The purpose sfstidy was to

understand the effect of credit management on fimgincial performance.
Objectives of the Study

The general objective of this study was to inveg#ghe role of credit risk mitigation strategiespofitability of

micro-finance institutions in Nakuru town. The sfuglas guided by the following specific objectives:
* To determine the role of loan appraisal procedareprofitability of microfinance institutions in iKaru town.
e To assess the role of debt recovery policies omptbftability of microfinance institutions in Nakw town.
» To examine the role of credit risk monitoring oe fhrofitability microfinance institutions in Nakutawn.

 To establish the role of diversification of cregitoducts on the profitability of microfinance inations in

Nakuru town.
LITERATURE REVIEW

Achou and Tenguh (2008), there is a significaratrehship between financial institution performarfceterms
of return on asset) and credit risk managementefims of loan performance). Better credit risk nggmaent results in
better financial institution performance. Thusisitof crucial importance that financial institut®practice prudent credit
risk management and safeguarding the assets &éihdrecial institutions and protect the investonsérests. Many scholars
use the Return of Assets (ROA) or Return on Eq(R®E) as a measure of MFIs or financial institusioprofitability

(Rosenberg 2009). Moreover, they use Non Perforrhoans (NPL) ratio as the measure of credits riksiagement.
Loan Appraisal Procedures and Profitability

Three sources of cost advantage were classifiedPétersen and Rajan (1997) as follows: information
acquisition, controlling the buyer and salvagindgueafrom existing assets. The first source of adtantage can be
explained by the fact that sellers can get inforomabout buyers faster and at lower cost becauseobtained in the
normal course of business. That is, the frequemty the amount of the buyer’s orders give supplarsidea of the
client’s situation; the buyer’s rejection of discsl for early payment may serve to alert the seppif a weakening in
the credit-worthiness of the buyer, and sellersallguvisit customers more often than financial ingions do. In
market- based countries where capital market daesnaconomic activities, financial institutions basuffered a severe
shock in their capital and liquidity status duethe unanticipated downturn in the financial marked a credit crunch
experience in the financial industry. This madeuanber of financial institutions go illiquid and semven closed down
operations (Omotola, Roya & Safoura 2012). It isoanmon practice that profit-maximizing firms, indlag financial
institutions, consider operational miscalculatiohieian could be as a result of macroeconomic risishsas the effect of
interest rates, inflation or even business cydligalFurther, microeconomic risks like new compeét threats are
inevitable and should be dealt with adequatelyafamal institution-wide issues such as technolddaitures, commercial
inefficiency of a supplier or customer, politicabnipulation, X-inefficiency and natural disastee giossible risks faced
by financial institutions and other financial itgtions. In addition, the debacle in financial amh-financial sector as a

result of the contagious subprime crisis indicatastrong need for risk management.
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Debt Recovery Policies and Profitability

Credit Policy can be viewed as written guidelinest set the terms and conditions for supplying gom credit,
customer qualification criteria, procedure for nmakicollections, and steps to be taken in case stbawer delinquency.
This term can also be refers to as collection policis also the guidelines that spell out howderide which customers
are sold on open account, the exact payment teéhmdimits set on outstanding balances and hovwe#d @ith delinquent
accounts. Lawrence (2003), the objective of marggiocounts receivable is to collect receivable euthlosing sales
from high-pressure collection techniques. Accontyitig this objective encompasses; credit selectimhsdaandard which
involve the application of technique for determmiwhich customer should receive credit. Debtor rgan@ent means the
process of decisions relating to the investmemiisiness debtors. In credit selling, it is certhat we have to pay the cost
of getting money from debtors and to take some aiskoss due to bad debts. To minimize the loss tdueot receiving
money from debtors is the main aim of debtor mansege. Credit and collection policies encompassesqtlmality of
accounts accepted, the credit period extended¢cdklk discount given, certain special terms andete of collection
expenditure. In each case, the credit decisionhegoa trade-off between the additional profitapiind the cost resulting
from a change in any of these elements. Receivahlzagement begins with the decision of whetherladther or not to
grant credit. Where goods are sold on credit, aitmong system is important, because without iteigable will built up
to excessive levels, cash flow (liquidity) will dee and bad debts will offset the profit on sal€srrective action is often
needed and the only way to know whether the stdnas getting out of hand is to set up and thelo¥obh good receivable
control system. Eugene, (1992), states that optarelit policy, hence the optimal level of accourgseivable, depends

on the firm’s own unique operating conditions.
Diversification of Credit Products and Profitability

Loans and advances can be arranged from finana#titutions in keeping with the flexibility in busgss
operations. Traders may borrow money for day to filagncial needs availing of the facility of castedit, financial
institution overdraft and discounting of bills. Thenount raised as loan may be repaid within a ghenibd to suit the
convenience of the borrower. Thus business mayubesfficiently with borrowed funds from financiaistitutions for
financing its loans and advances working capitqlitrements, are utilized for making payment of entdiabilities, wage
and salaries of employees, and also the tax liglifi business. Loans and advances from finano#ltutions are found
to be economical for traders and businessmen, bedéancial institutions charge a reasonable oiaterest, on such

loans/advances (Khrawish, 2011).
Credit Risk Monitoring and Profitability

Risk management is a systematic process of unddiatg evaluating and addressing risks to maxintiee
chances of objectives being achieved and ensurniggniations, individuals and communities are soatde. It also
enables the organization to be aware of new pdisisibi In effect, risk management requires an rimfed
understanding of relevant risks, an assessmenheif telative priority and a rigorous approach tonitoring and
controlling them. It is indeed the practice of itiBfing potential risks in advance, analyzing theand taking
precautionary steps to reduce or curb the riskinance and business term, when an organizatioresak investment
decision, it exposes itself to a number of finahcisks. The quantum of such risks depends on ype bf financial

instrument. The financial risks might be in form &fgh inflation, volatility in capital markets, ression and
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financial institutions bankruptcy and so on. In@rdo minimize and control the exposure of investtago such risks,
financial institution managers and investors resmithe practice of ‘risk management’ (Tsevisal®i02). Risk mitigation
strategies are measures employed by lending itistig) to avoid or minimize the adverse effectisk.rThis includes the
identification, analysis, assessment, control andidance, minimization or elimination of unaccepalisks. As a
strategy, an organization may use risk assumptiek,avoidance, risk retention, risk transfer oy arther strategy (or
combination of strategies) in effective managenentuture events. Therefore a sound risk managerfrantework is
crucial for commercial financial institutions to lamce their profitability and guarantee survivaheTkey principles in
credit risk mitigation process are sequenced dswist establishment of a clear structure, allocatid responsibility,

prioritized processes, discipline and responsibgditshould be clearly communicated and accountabitisigned.
RESEARCH METHODOLOGY

The study adopted a explanatory research desigplaBatory research design involves measuring aoket
variables as they exist naturally (Saunders, L&wiBhornhill, 2011). It attempts to answer immedigigestions about a
current state of affairs (Matthews & Kostelis, 2D1I1is designed to provide in-depth informatidyoat the characteristics
of subjects within a particular field of study. Tta¥get population comprised all 500 managementsaaiil members of
microfinance institutions within Nakuru town. Usitlee statistical formula, a sample size of 75 resgots was obtained.
The study utilized simple random sampling technigiéch ensured that the target population was sgative, reliable,
flexible and efficient. In this study an appropeiahethod to collect the primary data was a quesdiva survey. For the
purposes of this study, quantitative data was ctatk using a closed-ended questionnaire. The pyiohata was sourced
from the answers the participants gave during tineey process. The data collected from the quesdines was analyzed

with Statistical Package for Social Sciences.
DATA ANALYSIS, PRESENTATION AND INTERPRETATION

According to the findings, the gender distributiamong respondents showed that majority 59% werealéem
while 41% were male. The study revealed that 36%h@fespondents were between 20 and 30 yearsph28f&en 41 and
50 years, 15% were between 31 and 40 years white W8re above 60 years and 13% were between 51 Guygds.
Furthermore, the researcher was also interestfddimg out the highest education level attainedh®/respondents which
yielded the following results. According to the dyuthe majority (53%) had attained college edacativhile 47% were

university graduates. This implied that the cr@ubtitutions employed highly educated individuals.
Loan Appraisal Procedures

The researcher was interested to determine thedppraisal procedures carried out by the instihgid he table
below reveals the responses to the likert scaleamappraisal 0= Not at all, 1=To a little exte#, To a moderate extent,
3= To a great extent, 4=To a very great extent. Wéseked to what extent review of credit historytted member or
borrower is done, 33.3% said to a very great ex@7% said to a moderate extent, 24% to a bttkent and 16% said to
a great extent. On analysis of credit risk basegistns, 44% to a very great extent, 33% to a gegtdnt and less than
20% to a moderate extent. Screening of clientsrbefdvancing credit, 46% to a great extent, 40% saiery great extent,

while 13% said to a moderate extent.
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On credit risk information sharing, 40% said toeaygreat extent, 31% to a great extent, less 2086 said to a

moderate extent and to a very little extent. Theulte revealed that the majority (92%) did not halallenges

determining which clients are viable for loans avidch are not while 8% said yes. The results reagk#hat the majority

(75%) said that loan appraisal strategies wereffe while 25% said they were not always effective

Table 1: Loan Appraisal Procedure

n 0 1 2 3 4
Review of credit history of the member or borrowef5 | 0(0%)| 18(24%) 20(26.7%) 12(16% 25(33.3P%)
Analysis of credit risk based decisions 75 0(0%)8%) 11(14.7%)| 25(33.3%) 33(44%)
Screening of clients before advancing credit 750%0)(| 1(1.3%) 10(13.3%) 34(45.3%) 30(40%
Credit risk information sharing 75 0(0%) 8(10.7%) 4(18.7%)| 30(40%) 23(30.7%)
Weighing and prioritizing risk events and clients| 5 [70(0%)| 10(13.3%) 15(20%) 20(26.7%) 30(40%

Debt Recovery Policies

It was in the interest of the researcher to detegnthe extent which organization undertakes onouaririsk

control measures to ensure that credit risk congralone well to prevent it from failing in its adphtions and meeting it

objectives. The table 2 revealed the frequencyaresp rate. Key: 0= Not at all,1=To a little exte?t, To a moderate

extent, 3= To a great extent, 4=To a very grearext

Table 2: Debt Recovery Strategies

n 0 1 2 3 4
Training financial institution staff on risk contro 75 | 0(0%)| 1(1.3%) 19(25.3%) 26(34.7%) 29(38.79%)
Ascertaining the value of collateral 75 0(0%) 3§4% | 23(30.7%)| 24(32%) 25(33.3%)
Secure loan financial institutional system 75 0(0%)9.3%) 20(26.7%) 23(30.7%) 25(33.3%)
CRB listing upon default 75 0(0%) 5(6.7%) 18(24%) 0(Z6.7%)| 32(42.7%
Penalties upon default 75 0(0%) 6(8%) 14(18.7%) 223%)| 33(44%)
Ensuring the loan is used for intended purposge 70%D| 11(14.7%) 14(18.7%) 28(37.3%) 22(29.3Pb)

The results revealed on training financial institntstaff on risk control, the majority (50%) sa@a very great
extent, 35% to a great extent while 14% said tcodarate extent. Value of collateral is ascertamazbrding to the study.
This was evidenced by 34% of the respondents witbteaa very great extent and 32% who said to atgeatent. In
regard to secure loan financial institutional systéhe respondents held the view that this is edraut to a very great
extent (33%), 31% said to a great extent while Z&ld to a moderate extent. Listing in CRB for |afaulters revealed
that 43% agreed to a very great extent, 26% toeatgextent, while 24% opined to a moderate extéahalties are
imposed on loan defaulters to a very great ex#8f4), 29% were of the view to a great extent, 18% toderate extent
while 8% said to a little extent. Is to whether thstitution ensures that the loan is used foritiended purpose, 38% said
to a great extent, 30% said to a very great extE8fip to a moderate extent while 14% said to a Vittg extent.
According to the results, 57% said bad debts doaffect profitability of the institution while 43%aid it does affect
profitability. 77% said they do not encounter chaties in bad debt recovery while 23% said they wmeo some
challenges. 76% said that the strategies usedéinthitution are effective in debt recovery whilé% opined that they
are not as effective.
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Credit Risk Monitoring

The researcher also sought to determine the ettahtthe organization undertakes on a number dfitcrisk
monitoring measures to ensure that credit risk tooing is properly done. The table 3 shows the destpy rate of the

responses

Table 3: Credit Risk Monitoring

n 0 1 2 3 4
Continuous monitoring of cash flows of borrowear  [78(0%) | 8(10.7%) 13(17.3%) 15(20%) 39(52%0)
Constant contact with borrowers 75 0(0%) 3(11%) 183¢) 24(27%)| 25(43%
Review of clients loan repayment pattern 75 0(0%}9%) 20(12%) 23(28%) 25(51%)
Supporting distressed borrowers and 75 0(0%) 5(9%)18(23%) 20(19%) 32(48%)
Frequent loan classification/provisioning 75 0(0p®(13%) 14(25%) 22(29%) 33(32%)
Revising credit risk control and appraisal measur@s | 0(0%)| 11(10%)| 14(14%) 28(34%) 22(42%0)

52% agreed to a very great extent that the ingtitutontinuously monitors of cash flows of borrow&8% said
to a great extent while 17% said to a moderatenéx#es to whether there is constant contact withrdngers, 43% of the
respondents said to a very great extent, 27% teat g@xtent, and 18% to a moderate extent. Fifg/{mercent agreed to a
very great extent that clients loan repayment pafereviewed, 28% said to a great extent whiés ldhan 15% said to a
moderate extent. The respondents agreed to a veay gxtent that there is support of distressedolars, 23% said to a
moderate extent, while 19% said to a great extentthe issue of frequent loan classification/priavisrg, 32% said to a
very great extent, 29% opined to a great exterftp 2aid to a moderate extent while 13% said to § itle extent. In
addition, the researcher wanted to establish whethgsing of credit risk control and appraisal s@&s is done. The

results revealed that 42% said to a very grean&x3d% said to a great extent while 14% said iwoderate extent.
Diversification of Credit Products

The researcher also sought to determine the e#tahtthe organization undertakes on diversificatiéreredit

products. The table 4 shows the frequency ratheofésponses.

Table 4: Diversification of Credit Products

n 0 1 2 3 4
There are a number of credit produfiss | onoe | g10.706) 13(17.3%) 15(20%)  39(52%
available in the organization
Diversification of products has kep o o o o b
profitability constant s 0(0%) 1(1.3%) | 19(25.3%) 26(34.7%) 29(38.7pb)
Dlve_rS|f!gat|0n of products has mcreasa(.}5 0(0%) 3(4%) 23(30.7%)  24(32%) 25(33.3%)
profitability ] ]
Dlve_rS|f!gat|0n of products has decrease% 22(42%)| 28(34%)| 14(14%) 11(10%) 0(0%)
profitability

52% agreed to a very great extent that the thera @umber of credit products available in the oizgtion, 20%
said to a great extent while 17.3% said to a mdadeargtent. As to whether diversification of produbas kept profitability
constant, 38.7 said to a very great extent, 34@%dreat extent, and 25.3% to a moderate ext8r8%3agreed to a very
great extent that diversification of products hasréased profitability, 32% said to a great extghile 30.7% said to a
moderate extent. 42% disagreed that diversificatibproducts has decreased profitability, 34 disadrto a little extent,

while 14% said to a moderate extent.
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Regression Analysis

The model summary revealed a coefficient of deteation (r square) of 0.642 (64.2%). This meant ¢helhange
in profitability could be explained by 64.2% charigethe explanatory variables (credit risk moniayi loan appraisal

procedures, debt recovery policies, and Diverdificaof credit products).

Table 5: Model Summary

Model R |R SquareAdjusted R SquareStd. Error of the Estimate
1 [801 .642 .622 .306

Regression standard error (Std. Error of the Egé)ria the average forecast error (difference betwactual and
values predicted by the estimated equation). Swadlles indicate that the estimated model fits theeoved data closely.

The Std. Average error (difference between actodlmedicted values) was about 0.30.

Table 6: ANOVA?

Model Sum of Squares df Mean Square f Sig.
Regression 11.785 4 2.946 31.434| .000
Residual 6.561 70 .094
Total 18.347 74

ANOVA for the explanatory variables was used toctibe whether these variables were significantahdther
they could be used in the model to predict profitgbas shown in table 6. Study revealed an fistiat of 31.43 that was
associated with a p value of p <.01 and significar@.01 alpha level. This meant that the regressiodel could be used
because the explanatory variables’ impact on theegent variable was statistically significant. Theults showed the

unstandardized beta coefficients that could be ts@dedict the single outcome of profitability.

Table 7: Coefficients

Model Un standardized Coefficient{Standardized Coefficient: t |sig

B Std. Error Beta |

(Constant) -.337 .268 -1.254.217
appraisal .078 .044 .130 1.786[.07¢
debt recovery .083 .062 .098 1.329(.18¢
credit risk -.030 .046 -.047 -.638|.52€
Diversification] .771 .072 776 10.73(.00(

The predicted multiple regression equation fromrttoelel above becomes:

Y (profitability) = - 0.337 +0.078(loan appraisalopgedures) + 0.083(debt recovery policies) - 0.6&{it risk
monitoring) + 0.771 (diversification of credit pnacts).

Based on the model, findings revealed that loanmaapal procedures, debt recovery policies, andrslifieation
of credit products were positively associated witle dependent variable (profitability). Howeveraro appraisal
procedures, debt recovery policies as includediénnhodel were not statistically significant at 5igngficance level 1=
0.078,t= 1.786, p=0.079p2=0.083t= 1.329, p=0.188). According to the model, onlgaerce availability could be used
to estimate capacity building since it was stat#ty significant at.05 alpha levep(= 0.497,t= 2.572, p=0.014). The null
hypothesis that there is no clear link between kagpraisal procedures and the profitability of mificrance institutions in
Nakuru town was therefore, retained and conclutlet there is no relationship between loan apprpiegedures and the

profitability.
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Similarly, the study found no clear link betweerbtleecovery policies and the profitability of mifirance
institutions in Nakuru town hence, the decision wadail to reject the null hypothesis. In terms tbk relationship
between diversification of credit products and frefitability of microfinance institutions in Nakurtown, the model
revealed a test statistic of 10.73 associated with value of p<.01. The decision to reject the tmyibothesis 4 and
conclude that there was sufficient evidence to sagthat diversification of credit products is asated with profitability
(t= 10.73, p<.01). The results revealed that cradit monitoring was negatively correlated with fiability. However,
this correlation was not statistically significdrgnce the null hypothesis 3 was retained and cdadlthat there was no

evidence based on the sample to suggest that ciddimonitoring as associated with profitability.
CONCLUSIONS

The major conclusion from this study is that miarahce institutions in Nakuru town are faced withdit risk,
as depicted by the significant negative relatiopdhétween the profitability and credit risk. Sedgnahanges in the
lending CBK interest rates greatly affect the pgedfility of the Microfinance institutions in Nakutown. Loan appraisal
procedures, debt recovery policies, and diverdificaof credit products were positively associatgth the dependent
variable (profitability). This means that all thefsetors affected the profitability of microfinanaestitutions in Nakuru
town. It is therefore important that, microfinariostitutions come up with ways of mitigating thdeets of these factors.
The major policy recommendation is that the MFI&Kanya, must constantly pay attention to the creslit being a major
risk affecting its performance. For instance, i€d®to come up with a ceiling on its non-performivans beyond which,

it should shift its major focus towards thoroughlyestigating and recovering the non-performingiba
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