
Small and Medium Enterprise Investment Program 
(RRP KAZ 44060) 

 

 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

 
  
Risks 

Assessment 
without 

mitigation 
 

Management Plan or Measures 

Assessment 
with 

Mitigation 
Macroeconomic    
Downturn in economic activity 
increases the risk that SMEs will not be 
able to repay loans taken out under the 
first tranche project. 

Medium Ongoing monitoring and policy dialogue 
under 2009 countercyclical support 
program will promote prudent 
macroeconomic policies and 
appropriate countercyclical measures 

Low 

Regulatory    
Inability or unwillingness of the 
government to initiate reform measures 
to support SME development and 
improve financial sector stability 

Medium ADB will carry out policy dialogue with 
the government and Damu under SME 
Access to Finance Action Plan, TA 
grant, and 2009 countercyclical support 
program. ADB may exercise its right not 
to proceed with subsequent MFF 
tranches. 

Low 

Business    
Inadequate demand for medium-term 
credit at market rates by viable SMEs 

Medium An assessment of demand was 
conducted and confirmed during loan 
fact finding. 

Low 

Currency and interest rate mismatch of 
SME loans provided by Kazakh banks 

High ADB will provide a medium-term fixed-
rate tenge-denominated loan to Damu 
so that it can provide similar subloans to 
PFIs, to match fund their fixed-rate 
tenge-denominated loans to SMEs. 

Medium 

ADB is not able to raise cost-effective 
tenge-denominated wholesale funds 
through a cross-currency swap 
because of a disruption in the 
international swap market. 

High ADB has one year to disburse tenge 
funds to Damu for on-lending to PFIs 
who will commit to borrowing from 
Damu under the investment program at 
a pre-determined ceiling interest rate. 
PFIs have the option to pay a higher 
interest rate. ADB can also explore 
other sources of medium-term tenge, 
including a local bond issuance. Damu 
is also open to decreasing its 
administrative fee to lower the cost of 
funding for PFIs. 

Medium 

Government subsidized lending 
programs distort market competition. 

High The investment program will provide 
marked-based financing to SMEs and 
address market failures. 

Low 

Damu is unable to repay loans to ADB. Low Loans under the MFF will be 
guaranteed by the Republic of 
Kazakhstan. 

Low 

Damu lacks capacity to implement 
market-based credit program. 

High TA supports institutional development of 
Damu 

Low 

Reputational    
The financial condition of two 
participating banks remains weak. 

High Eligibility criteria require participating 
banks to be financially sound or adopt 
an action plan to improve their financial 
condition. ADB will closely monitor such 
compliance. 

Medium 

Overall Medium Low
ADB = Asian Development Bank, Damu = Damu Entrepreneurship Development Fund, MFF = multitranche financing 
facility, PFI = participating financial institution; SMEs = small and medium-sized enterprises, TA = technical assistance. 
Source: Asian Development Bank. 


