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SECTOR ASSESSMENT (SUMMARY): FINANCE1 
 

A. Sector Road Map 
 

1. Sector Performance, Problems, and Opportunities 
 

1. Sector context and performance. While the financial sector in Cambodia continues to 
grow, it remains underdeveloped and homogenous. Credit to the private sector increased from 
6.0% of gross domestic product (GDP) in 2001 to 137.1% of GDP in 2020, while total deposits 
rose from 10.4% of GDP to 112.2% of GDP during the same period. At the end of 2020, 
Cambodia’s banking system comprised: (i) 51 commercial banks; (ii) 12 specialized banks;     
(iii) 81 registered microfinance institutions (MFIs), of which 6 were microfinance deposit-taking 
institutions and 75 MFIs; (iv) 4 third-party processors; (v) 245 rural credit institutions;          
(vi) 15 financial lease companies; (vii) 1 credit reporting system service provider; (viii) 24 payment 
service institutions; and (ix) 2,889 money changers. During 2019–2020, the number of ATMs 
increased from 2,672 to 3,177; the number of debit cards increased from 2,649,595 to 2,759,453; 
and the number of credit cards increased from 131,077 to 102,151 year-on-year. The government 
established the Securities and Exchange Commission of Cambodia in 2008 and, with the Korea 
Exchange, established the Cambodia Securities Exchange in 2011. There are currently        
38 licensed insurance companies, 13 insurance brokers, and 26 insurance agents. 
 

2. From 2019 to the end of 2020, total financial sector assets increased by 15.2% to     
$59.2 billion. Cambodia’s financial sector is characterized as free and market based, with limited 
restrictions in terms of capital flows. With the exception of the Agricultural and Rural Development 
Bank and the SME Bank, the country’s banks are all privately-owned and most are controlled by 
foreign shareholders. Cambodia’s growth model, which also emphasizes a market-based 
approach, relies heavily on foreign direct investment supported by inexpensive, low-skilled, and 
abundant labor. These strategies have skewed local preference toward the United States dollar. 
There are benefits to dollarization, such as limited exchange rate movements, which promote 
investment and provide a stable environment for the implementation of a prudent fiscal policy. 
However, pervasive dollarization constrains the wider use of market-based instruments in 
implementing monetary policy and reduces the government’s flexibility in times of financial stress. 
Local currency money and government bond markets, which are the essential building blocks for 
developing an effective monetary policy and financial system, do not yet exist. 
 

3. Banking. The National Bank of Cambodia (NBC) has implemented several regulatory 
changes over the past few years to strengthen the resilience of the banking system. These have 
included increasing banks’ paid-in capital requirement to $75 million, adopting the Basel III 
liquidity coverage ratio, strengthening credit risk grading and provisioning requirements, and 
instituting capital conservation buffers. Overall, banks have been able to comply with the new and 
updated prudential regulations. Capital adequacy for the sector remained stable at about 23.2% 
in 2020, despite the doubling of the required paid-in share capital. The banking subsector 
continues to dominate the sector, accounting for 85.0% ($50.3 billion) of total financial sector 
assets. Deposit growth for the banking subsector also trended upward during 2016–2018 (rising 
by 21.8% in 2016, 25.1% in 2017, and 27.3% in 2018), but slowed to 15.1% in 2019 as a result 
of lower deposit rates to total $25.4 billion. Asset quality remained fairly stable with a modest 
reduction in the gross nonperforming loan ratio, which fell from 2.4% in 2017 to 2.2% in 2018 and 
2.0% in 2019, before increasing to 2.1% in 2020. The overall liquidity position of banks was strong 

 
1 This summary is based on insurance industry data obtained from Cambodia’s Ministry of Economy and Finance and 
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in 2020, with the liquidity coverage ratio for the subsector recorded at 161.2% (compared to 
155.7% in 2019), considerably higher than the required 100.0% minimum mandated as of       
1 January 2020 in the NBC’s phased implementation. Profitability ratios remained stable, with a 
subsector return on assets of 1.7% in 2020 (1.9% in 2019). Despite stable ratios, the subsector’s 
rapid growth has amplified concerns over financial stability. Supervision capacity remains low and 
coordination mechanisms between key oversight ministries have yet to be established. Financial 
technology is developing in Cambodia and, through the Bakong project, the NBC has debuted 
digital currency using blockchain technology. 
 

4. Microfinance. The microfinance subsector has grown significantly, with total aggregate 
assets increasing to $8.5 billion at the end of 2020, accounting for 14.3% of total financial sector 
assets. 

 

5. Insurance. Cambodia’s insurance market is small compared to insurance markets in other 
Association of Southeast Asian Nations (ASEAN) countries, but it has grown steadily. However, 
maintaining this growth rate will become more challenging as life insurance companies attempt 
to build their client base and accumulate long-duration liabilities, which currently cannot be 
matched with long-term investments because of the lack of a mature capital market providing 
long-dated assets. Gross premium receipts from all insurance products were $272.9 million as of 
December 2020. 
 

6. Leasing. At the end of 2020, there were 15 financial leasing companies with total assets 
of $399.5 million and total financial leases of $333.9 million. Consumer demand has driven efforts 
by the financial leasing market to become more attractive to local and international investors. 
 

7. Real estate credit growth. The real estate subsector has grown rapidly and exposes the 
banking system to potential risk. In 2020, real estate credit made up about 26.3% of the total 
credit portfolio in the banking system (compared to 24.8% in 2019), of which banks accounted for 
97.3%, MFIs for 2.5%, and financial leasing companies for 0.2% of real estate credit market share. 
This represents a real estate credit growth rate of 24.5% in banking for 2020 (down from 37.9% 
in 2019) and 23.4% in MFIs (up from 12.3% in 2019). Foreign direct investment inflows into 
Cambodia’s real estate sector were significant. The coronavirus disease (COVID-19) pandemic 
caused a slight downturn in the real estate and construction subsectors in 2020, which could have 
an impact on the quality of banks’ security and elevate risks in banks that have a 
disproportionately high exposure to the subsector. 
 

8. Capital market. The nonbank financial sector (including insurance companies and 
pension funds) is underdeveloped and a government bond market does not exist. However, the 
Securities and Exchange Regulator of Cambodia is making a significant effort, with the help of 
the Asian Development Bank (ADB), to establish a fledgling corporate bond market. In November 
2018, Cambodia issued its first corporate bond under the ASEAN+3 Multi-Currency Bond 
Issuance Framework, in collaboration with the Asian Bond Markets Initiative, using its single 
submission form.2 Further corporate bond issues have occurred, including two guaranteed by the 
Credit Guarantee and Investment Facility, the latest of which (by PRASAC Microfinance Institution 
in April 2020) was a KR127.2 billion ($31.8 million) fixed-rate 3-year bond, the single largest 
capital raising in Cambodia’s capital market history. The Cambodia Securities Exchange began 
market operations on 18 April 2012 and currently has seven listings, the most notable of which is 
ACLEDA Bank, which had its initial public offering in May 2020 and was the first commercial bank 
to be listed in Cambodia. The 2020 bond issuances and listings occurred amid the COVID-19 

 
2 ASEAN+3 refers to ASEAN plus Japan, the People’s Republic of China, and the Republic of Korea. 
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pandemic, signaling strong investor appetite. 
 

9. Development constraints. The government recognizes that generating more jobs to 
sustain growth and raise income levels in line with its COVID-19 recovery plans will depend on 
broadening financial intermediation to support economic diversification. To meet this objective, a 
number of development constraints must be addressed, including: (i) limited financial inclusion 
because of a lack of reasonably priced credit in local currency and an absence of consumer 
protection mechanisms; (ii) lack of a functional financial stability framework; and (iii) weaknesses 
in key financial sector infrastructure relative to international standards. 
 

10. Limited financial inclusion. Cambodia has a low level of financial inclusion because 
lending is fragmented; credit is readily available in urban areas, while rural areas and women 
remain underserved.3 According to the 2014 census, micro, small, and medium-sized enterprises 
(MSMEs) in Cambodia totaled 512,725, accounting for 99.8% of all enterprises in the country, 
and employed 71.8% of the national labor force.4 Women own the majority of businesses in 
Cambodia, accounting for 62% of micro enterprises and 26% of small and medium-sized 
enterprises (SMEs) as of 2015.5 The Cambodian economy is highly informal, with only 5.0% of 
all enterprises registered at the Ministry of Commerce or a provincial or municipal commerce 
division.6 This has affected the availability of financing for business growth and development. 
Cambodian MSMEs have limited access to finance, with only 17.7% of unregistered enterprises 
acquiring a loan or a line of credit from a financial institution as of 2014.7 The financing gap for 
MSMEs in Cambodia is estimated to be $7.7 billion: $4.2 billion for women-owned MSMEs and 
$3.5 billion for men-owned MSMEs. The challenges facing women entrepreneurs are particularly 
severe, with only 3.0% having access to formal credit.8 Despite high liquidity, many banks have 
difficulty lending to MSMEs because they find it challenging to evaluate MSMEs’ creditworthiness. 
Banks usually rely on collateral, which MSMEs usually do not have. As a result, the majority of 
MSMEs resort to informal sources of borrowing for investment and working capital, an exclusion 
likely to be exacerbated by the COVID-19 pandemic. Consumers are not well protected from 
unfair business practices. Implementing regulations and an enforcement framework for consumer 
protection is needed to protect consumers and ensure that trading is fair and competitive. 
 

11. Lack of a functional financial stability framework. The dominance of the banking 
subsector has discouraged coordination among financial sector regulators. While nonbanking and 
capital markets are in the early stages of development and currently pose limited risk, rapid and 
accelerating growth in the banking and nonbanking subsectors will require more robust crisis 
management coordination to improve confidence in the financial sector. Consumer protection 
mechanisms and a deposit insurance scheme are lacking. Dollarization has left the economy 
without a lender of last resort to promote financial sector stability. Furthermore, the absence of a 
local currency government debt market further entrenches dollarization and inhibits the use of 
local currency monetary interventions. A local currency bond market could enhance the central 
bank’s policy tools and serve as a keystone for the continued development of financial markets. 
Banks must strengthen credit risk management and supplement it with guarantee schemes in key 
sectors that are perceived to carry an elevated credit risk and are drivers of the economy, 

 
3 C. Park and R. Mercado, Jr. 2015. Financial Inclusion, Poverty, and Income Inequality in Developing Asia. ADB 

Economics Working Paper Series. No. 426. Manila: ADB.  
4 ADB. 2020. Asia SME Finance Monitor 2020. Manila. 
5 International Finance Corporation. 2019. Exploring the Opportunities for Women-owned SMEs in Cambodia. 

Washington, D.C. 
6 World Bank and ADB. 2015. The Investment Climate Assessment 2014: Creating Opportunities for Firms in 

Cambodia. Phnom Penh. 
7  NBC. 2016. Financial Sector Development Strategy, 2016–2025. Phnom Penh. 
8 Microfinance Index of Market Outreach and Saturation. 2016. Cambodia: Multiple Borrowings and Loan Sizes. Paris. 
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https://openknowledge.worldbank.org/bitstream/handle/10986/21529/940060WP0Box380ssessment020140FINAL.pdf
https://www.nbc.org.kh/download_files/publication/blueprints_eng/Financial-Sector-Development-Strategy-2016-2025-English.pdf
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especially during COVID-19 recovery. 
 

12. Weaknesses in key financial sector infrastructure relative to international standards. 
To support comprehensive growth in the financial sector, the government must backstop 
development with implementing regulations to enable market innovation and diversification. It 
must continue upgrading financial market infrastructure—particularly the clearing, settlement, and 
payment systems—toward internationally recognized standards. In parallel, the government 
should do more to foster an enabling environment for mobile money and cashless payment 
systems to bring banking services to the rural and underserved poor. The government should 
address weaknesses in the conduct of anti-money laundering activities to reduce the risk to the 
financial sector’s large contingent of foreign counterparties, in particular the global banking 
franchises. The government, through the Cambodia Financial Intelligence Unit, has made 
significant progress in its anti-money laundering/combating the financing of terrorism efforts in 
2020, including the adoption of three laws, three sub-decrees, and one directive. Financial 
technology (predominantly in the form of mobile payment services at present) requires regulation, 
supervision, and infrastructure improvement to increase financial innovation and access to 
finance. 
 

2. Government’s Sector Strategy 
 

13. The development of Cambodia’s financial sector is based on a 10-year rolling Financial 
Sector Development Strategy. The current strategy, covering 2016–2025, aims to develop a 
sound financial sector that can contribute to poverty reduction by supporting economic growth 
and increasing access to finance for the poor (footnote 7). This objective is aligned with the 
government’s Rectangular Strategy for Growth, Employment, Equity and Efficiency (Phase IV), 
and the National Strategy and Development Plan, 2014–2018.9 Their specific goals include:    
(i) development of the nonbank subsector and capital market; (ii) alignment of regulations and 
supervision practices toward international standards; (iii) establishment of Credit Bureau 
Cambodia and the Credit Guarantee Corporation of Cambodia; and (iv) establishment of a formal 
crisis management mechanism. Specific emphasis is placed on financial inclusion by providing 
financial products and services to the low-income segment of the population. The government 
considers its commitments under the ASEAN Economic Community Blueprint 2025 to be a 
catalyst for continued reforms of the domestic financial market and capital market integration.10 
 

3. ADB Sector Experience and Assistance Program 
 

14. ADB is Cambodia’s leading development partner in the finance sector. Beginning in 2001, 
the first Financial Sector Development Program established a legal and regulatory foundation for 
banking, insurance, and commercial development; encouraged consolidation in the banking 
subsector; and introduced key financial market infrastructure.11 The Second Financial Sector 
Development Program supported the modernization of the payment, clearing, and settlement 
system. The government introduced uniform accounting standards for the banking subsector that 
are compatible with International Financial Reporting Standards.12 Seven commercial banks 

 
9 Government of Cambodia. 2018. Rectangular Strategy for Growth, Employment, Equity and Efficiency: Building the 

Foundation Toward Realizing the Cambodia Vision 2050, Phase IV and National Strategy and Development Plan, 
2014–2018. Phnom Penh.  

10 ASEAN. 2015. ASEAN Economic Community Blueprint 2025. Jakarta. 
11 ADB. 2001. Report and Recommendation of the President to the Board of Directors: Proposed Program Loan Cluster 

to the Kingdom of Cambodia for the Financial Sector Program. Manila.  
12 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Program Loan and 

Technical Assistance Grant to the Kingdom of Cambodia for the Second Financial Sector Program Cluster 
(Subprogram 1). Manila. 

http://cnv.org.kh/wp-content/uploads/2012/10/Rectangular-Strategy-Phase-IV-of-the-Royal-Government-of-Cambodia-of-the-Sixth-Legislature-of-the-National-Assembly-2018-2023.pdf
http://cnv.org.kh/wp-content/uploads/2012/10/Rectangular-Strategy-Phase-IV-of-the-Royal-Government-of-Cambodia-of-the-Sixth-Legislature-of-the-National-Assembly-2018-2023.pdf
https://cambodia.unfpa.org/en/publications/national-strategic-development-plan-2014-2018
https://cambodia.unfpa.org/en/publications/national-strategic-development-plan-2014-2018
https://aseandse.org/wp-content/uploads/2021/02/AEC-Blueprint-2025-FINAL.pdf
https://www.adb.org/sites/default/files/project-document/71418/rrp-32431.pdf
https://www.adb.org/sites/default/files/project-document/71418/rrp-32431.pdf
https://www.adb.org/sites/default/files/project-document/65554/34389-cam-rrp.pdf
https://www.adb.org/sites/default/files/project-document/65554/34389-cam-rrp.pdf
https://www.adb.org/sites/default/files/project-document/65554/34389-cam-rrp.pdf
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began extending credit to MFIs, and four MFIs upgraded to licensed deposit-taking financial 
institutions. Preparatory work began to establish a financial intelligence unit to support the 
government’s anti-money laundering efforts. The Third Financial Sector Development Program 
initiated ADB’s first support to the nonbank financial subsector and incorporated the 
recommendations of Cambodia’s first Financial Sector Assessment Program.13

 
13 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Programmatic 

Approach, Policy-Based Loan for Subprogram 1, and Technical Assistance Grant to the Kingdom of Cambodia for 
the Third Financial Sector Program. Manila.   
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Problem Analysis Diagram for Finance 
 
 
 
 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   

 

Limited financial sector development and access 
inhibits economic growth and poverty reduction. 

 

 

The financial sector is underdeveloped and 
does not provide efficient intermediation.  

 

The market-based financial 
system does not foster wide and 

inclusive participation.  

 

 

Investor confidence remains low 
and inhibits financial sector 

development. 

 

Financial market infrastructure lags 
behind international standards and 

inhibits innovation.  

 

Potential participants face barriers to use, 
including the following: 
(i) products are tailored for a narrow, 

higher-income audience; and 
(ii) financial literacy is low. 

 

Institutional factors inhibiting inclusion: 
(i) Dollarization increases borrowing 

costs for the rural sector, which 
prefers local currency. 

(ii) The Agricultural and Development 
Bank lacks capacity to boost 
intermediation. 

(iii) No financial inclusion strategy 
(iv) Absence of a credit guarantee 

institution 

 

Macro-prudential oversight and crisis 
responses are limited, since dollarization 
limits the effectiveness of monetary policy 
and the central bank’s ability to act as a 
lender of last resort. 

 

Possible systemic issues restrain investor 
appetite for the domestic financial sector. 
These include the following: 
(i) banks and deposit-taking 

microfinance institutions have grown 
quickly but their risk management 
has not kept up, and 

(ii) prudential oversight is weak. 

 The payment system is fragmented and 
does not meet international standards in 
the following ways: 
(i) e-money services are not well 

supported, 
(ii) the system is high cost and is not 

interoperable, and 
(iii) there is no real-time gross settlement 

system.  
 

The legal framework has the following gaps: 
(i) regulation of fintech; 
(ii) e-commerce, consumer protection, and 

trust legislation; and 

(iii) anti-money laundering/combating 
the financing of terrorism 
legislation. 

 

The financial infrastructure is not well 
developed, as evidenced by the following: 
(i) anti-money laundering protocols are 

not well established, limiting 
international participation; and 

(ii) credit histories and alternative credit 
enhancements are lacking, deterring 
lending. 

Potential participants face barriers to 
access, including the following: 
(i) physical banking locations are 

concentrated in the capital; 
(ii) current products and services, e.g., 

guarantees, are not accessible; and 
(iii) rural and low-income populations do 

not have access to identification or 
collateral. 

 

The government has not yet developed a 
local currency bond market as an 
alternative source of intermediation 
because 
(i) demand for local currency issues is 

limited, and 
(ii) bilateral borrowing makes government 

bond issuance uneconomical. 

Core 
problems 

Effects 

Causes 




