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Risks and Opportunities of Microfinance Loans in Somalia 

Background  

Microfinance loans in Somalia provide access to credit for small businesses and low-income 

individuals, offering a path to improved livelihoods and economic growth. Despite the benefits, 

challenges like economic instability and weak financial infrastructure create risks for both lenders 

and borrowers. 

Mitigating Risks  

Mitigating Risks Addressing these risks requires stronger borrower education on financial 

management, fair interest rates, and better regulatory oversight to ensure responsible lending and 

borrowing practices. 

Potential Risks  

Microfinance in Somalia carries risks such as high default rates due to economic uncertainty, and 

a lack of financial literacy among borrowers. Additionally, high interest rates and inadequate 

regulation can worsen the debt burden on vulnerable populations. 
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