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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures Responsibility 

Macroeconomic 
instability and volatility 
delay the implementation 
of reforms 

S Maintaining a relatively 
conservative fiscal policy (with 
low public debt and a buildup of 
government deposits at the 
NBC) will help to anchor the 
NBC's net foreign asset position, 
thus supporting macro-stability 
in the face of an open capital 
account, dollarization, and 
potentially large external 
imbalances.  
 

Macroeconomic risks to the 
economy appear to be mitigated 
by sound fundamentals driven 
by solid performances in 
industry and services sectors. 
During 2015–2019, Cambodia’s 
GDP growth averaged 7.1% a 
year (with average inflation of 
2.5%), underpinned by high 
foreign direct investment inflows, 
strong export performance, and 
increasing domestic demand.  
 

As a result of the COVID-19 
pandemic, GDP contracted by 
3.1% in 2020 but is projected to 
rebound and grow by 4.0% in 
2021 and 5.5% in 2022.  The 
government’s commitment to 
economic reform has improved, 
and a strong economic 
environment may be used to 
further intensify reforms that 
enhance resilience and 
safeguard fiscal sustainability. 
 

The government, 
mainly through the 
NBC and MEF 

PFM is weak and lacks 
transparency and 
accountability 

S The implementation of PFM 
reforms, through the 
development of financial 
management information 
systems at the MEF, has 
strengthened budget credibility 
and financial accountability.  
 

ADB’s long-term engagement in 
strengthening the overall 
national PFM system will 

The government, 
mainly through the 
MEF 

http://www.adb.org/Documents/RRPs/?id=44263-016-3
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continue through policy dialogue 
and technical assistance so 
overall improvements can be 
made to the government’s 
multistage PFM reform program.  
 

ADB will continue to support the 
government in updating financial 
reporting standards so they are 
fully aligned with the 
International Public Sector 
Accounting Standards through 
implementation of the time-
bound road map. ADB has also 
supported institutional 
strengthening of the National 
Audit Authority, including the 
agency’s capacity to deliver 
findings to the National 
Assembly.  
 

Subprogram 1 of the Second 
Decentralized Public Service 
and Financial Management 
Sector Development Program 
(approved in August 2020) will 
strengthen subnational fiscal 
planning, PFM, and public 
administration. 
   
Additional support for PFM will 
be provided through subprogram 
2 of the Second Decentralized 
Public Service and Financial 
Management Sector 
Development Program as 
described in the Public Financial 
Management Assessment linked 
document.  
 

Credit growth is 
excessive (real per capita 
credit gap)a 

S The real per capita credit gap, a 
measure of excessive credit 
growth, peaked in early 2016 
and, although declining, 
remained high at about 10% as 
of 2020. The real per capita 
credit gap is defined as a 
deviation of real credit per capita 
from its trend. 
 

The NBC and MEF 
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The NBC introduced several 
policy measures to enhance the 
resilience of the financial system 
and rein in credit growth, 
including the phased 
implementation of the liquidity 
coverage ratio and bank-specific 
prudential measures such as 
higher minimum capital 
requirements for riskier and 
more systemically important 
banks. The compliance of some 
of these was relaxed as a 
COVID-19 response.  
 

The NBC and MEF are 
implementing measures to 
reduce foreign exchange 
liabilities (including for MFIs 
whose credit growth remains 
high at above 30%) and to 
promote the use of local 
currency. 
 

Weak anticorruption 
practices undermine the 
Anti-Corruption Law 

S The ACU has made some initial 
progress and has arrested, 
prosecuted, and imprisoned 
high-ranking police, court, and 
government officials. However, 
the ACU still faces challenges 
with regard to ensuring its 
operational effectiveness, 
carrying out anticorruption 
activities, and systematically 
implementing the Anti-
Corruption Law. To address this 
concern, ADB and other 
development partners have 
supported the ACU in 
implementing the Anti-
Corruption Action Plan for Asia 
and the Pacific, which is being 
coordinated by the ADB/OECD  
Anti-Corruption Initiative. While 
ADB is not involved in legal and 
judicial reform, these efforts are 
being supported by other 
development partners. 
 

The government, 
through its executive 
arm  
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Financeial sector 
vulnerabilities are 
elevated 

M Macro-financial risks related to: 
(i) credit quality; (ii) real estate 
sector concentration; (iii) a 
significant reliance on external 
funding; and (iv) the growing 
importance of MFIs are being 
mitigated by the introduction of 
several policy measures, 
including: (i) continued phased 
implementation of a liquidity 
coverage ratio and higher 
minimum capital requirements; 
(ii) bank-specific prudential 
measures (including higher 
minimum capital requirements 
and strengthened governance) 
for institutions deemed to be 
taking excessive risks; and  
(iii) liquidity-providing 
collateralized operations, 
established in October 2016 to 
provide lower-cost local currency 
(riel) liquidity. NBC prepared 
regulations to improve loan 
classification, introduced a 
liquidity management framework 
and capital conservation buffers, 
and strengthened the regulation 
of microfinance institutions. The 
NBC issued new guidelines on 
loan-to-value ratios to mitigate 
real estate risks in banks and 
trained banking supervisors on 
IFRS 9 and liquidity risk 
management. 
 

The NBC and MEF 

Poor coordination across 
ministries further 
complicates 
implementation of policy 
reforms 

M Incorporation of interministerial 
coordination mechanisms in key 
government agencies as policy 
actions in ADB’s policy-based 
lending will ensure the 
formalization of coordination and 
encourage seamless 
implementation of reforms. 

The government, 
through all the 
agencies involved in 
the Inclusive 
Financial Sector 
Development 
Program 
 

Staff capacity among 
government agencies is 
not adequate to 
implement complex 
reforms 

M Provision of capacity building 
through ADB internal experts 
and technical assistance from 
ADB and other development 
partners, which involves the 
recruitment of international 

The government, 
through all the 
agencies involved in 
the Inclusive 
Financial Sector 
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financial experts to support the 
government agencies in 
achieving complex financial 
reforms in line with regional and 
global standards, will help 
mitigate this risk. 
 

Development 
Program 

Household indebtedness 
increases as a result of 
unemployment and loss 
of income because of 
COVID-19 

M The NBC’s promotion of 
financial literacy, including 
national campaigns and its 
collaboration with the MoEYS on 
integrating financial literacy in 
the school curriculum, has 
caused more rural residents to 
switch from informal to formal 
financial services. 
 

MFIs have contributed to the 
improvement of living standards 
and reduction of poverty in 
Cambodia by providing access 
to finance for MSMEs.  
 

While implementing the NFIS, 
2019–2025, the NBC will 
conduct a financial inclusion 
survey, promote consumer 
protection, and promote the use 
of microinsurance and credit 
guarantees.  
 

The NBC has issued guidelines 
for restructuring of loans in key 
priority sectors. 
 

The NBC, MEF, and 
MoEYS 

ACU = Anti-Corruption Unit, ADB = Asian Development Bank, COVID-19 = coronavirus disease, GDP = gross domestic 
product, IFRS = International Financial Reporting Standards, M = moderate, MEF = Ministry of Economy and Finance, 
MFI = microfinance institution, MoEYS = Ministry of Education, Youth and Sport, NBC = National Bank of Cambodia, 
NFIS = National Financial Inclusion Strategy, OECD = Organisation for Economic Co-operation and Development,  
PFM = public financial management, S = substantial. 
a International Monetary Fund. 2020. Cambodia: Assessment Letter for the Asian Development Bank. Washington, D.C. 
Source: ADB. 

https://www.adb.org/sites/default/files/linked-documents/54195-001-imf.pdf

