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BASIC DATA 
 

Senior Loan: ACLEDA Bank Plc. 
Promoting Financial Sector Growth and Service Diversity 

 (Loan No. 3104–Cambodia) 

Key Project Data 

As per ADB Loan 
Documents 
($ million) 

Actual 
($ million) 

Loan number 3104   

Total project cost:   
ADB Loan 75.0 75.0 

Total investment:   
Committed 75.0 75.0 
Disbursed 75.0 75.0 
Outstanding 42.9 42.9 

Supplementary Cofinancing (Technical Assistance)   

Key Dates   

Concept clearance approval 
Board approval 
Loan agreement 
Loan effectiveness 
First disbursement 
Loan maturity 

26 August 2013 
10 December 2013 

28 May 2014 
28 May 2014 

22 October 2014 
28 May 2019 

 

Project Administration and Monitoring  
Number of 
Missions 

No. of Person-
Days 

Due diligence mission 1 8  
Signing of loan documents 1 3 
Project administration 3 14 
XARR mission 1 6 

ADB = Asian Development Bank, XARR = extended annual review report. 
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EXECUTIVE SUMMARY 
 
In December 2013, the Board of Directors of the Asian Development Bank approved a $75 million, 
5-year loan to ACLEDA Bank Plc. to support onlending to micro, small, and medium-sized 
enterprises in Cambodia and increase financial inclusion.  

ACLEDA was established in January 1993 by the International Labor Organization and UNDP as 
the Association of Cambodian Local Economic Development Agencies, a nongovernment 
organization, aimed at developing micro, small, and medium-sized enterprises. It became a 
specialized bank in 2000 and obtained a commercial banking license in 2003. It has grown rapidly 
because of the opportunities in Cambodia’s significantly underpenetrated banking market and 
rising demand for financial services, with particular focus on micro, small, and medium-sized 
enterprises (steadily taking up 78% of its loan portfolio).  

The project’s development results are rated satisfactory. It helped to (i) grow Cambodia’s financial 
sector; (ii) increase financial and social inclusion in the country; and (iii) improve access to 
commercial bank credit for micro, small, and medium-sized enterprises. It supported socially 
inclusive growth improving outreach to female and agricultural sector borrowers. The output 
targets specified in the design and monitoring framework and most of the outcome targets have 
been met or exceeded. The project significantly exceeded targets for total commercial bank credit, 
while ensuring financial and operational sustainability. An increase in the average loan size 
resulted in slower-than-expected growth in the overall number of borrowers, but the growth of 
female and agriculture borrowers is on track to meet targets.  

The economic performance of the project is rated satisfactory. By significantly increasing access 
to credit for micro, small, and medium-sized enterprises, ACLEDA has made an appreciable 
contribution to Cambodia’s economic growth. By growing its business in a financially, socially, 
and environmentally sustainable way, ACLEDA has contributed to the viability of financing of 
micro, small, and medium-sized enterprises in Cambodia, particularly in the target segments of 
female and agricultural borrowers. In addition to its focus on micro, small, and medium-sized 
enterprises, ACLEDA is diversifying its products and introducing innovative practices such as 
mobile banking, which will contribute to the financial and economic inclusion of remote areas in 
Cambodia. Moreover, ACLEDA is helping to demonstrate the viability of Cambodia as a 
destination for foreign direct investment. Finally, the institution provides employment to more than 
12,000 Cambodians and invests significantly in the creation of human capital resulting in a 
transfer of experience and knowledge, which strengthens Cambodia’s financial sector. 

The environmental, social, health, and safety performance of ACLEDA is rated satisfactory. ADB’s 
senior loan was categorized financial intermediary on environment, and financial intermediary 
treated as C for involuntary resettlement and indigenous peoples under ADB’s Safeguard Policy 
Statement. ACLEDA had an environment and social management system policy prior to the 
commencement of the project, which was amended to fully comply with ADB’s requirements. 
During ADB’s investment period, ACLEDA did not finance transactions with environment category 
A, and category A or B impacts on involuntary resettlement and indigenous peoples. Compliance 
with all applicable national and international core labor standards and environmental laws are 
included in the legal agreement with borrowers, and there is no report of labor disputes, workers’ 
protests, or labor noncompliance of borrowers from micro, small, and medium-sized enterprises. 
ACLEDA is an equal opportunity employer and has a policy against discrimination on account of 
race, religion, political opinion, color, gender, or ancestry.  
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The transaction’s business success is rated satisfactory. ACLEDA has achieved the project 
business objectives of (i) providing funding to micro, small, and medium-sized enterprises with 
limited access to banking finance and expanding its network to the rural areas of Cambodia; (ii) 
meeting the developmental objectives set out in the design and monitoring framework; and (iii) 
ensuring strong financial performance. Throughout ADB’s investment period, ACLEDA exhibited 
(i) strong capitalization, which was well above the minimum regulatory requirement and compared 
favorably with the sector; (ii) strong asset quality despite the aggressive, double-digit growth of 
its loan portfolio; (iii) excellent profitability; and (iv) adequate liquidity with a stable funding profile.    

The project’s investment profitability is rated satisfactory. It is in line with that of other similar loans 
to ACLEDA and with the theoretical benchmark calculated in ADB’s pricing model.   

ADB additionality is rated satisfactory. The loan cured ACLEDA’s maturity mismatch on its 
balance sheet, provided significant funding for its growth, and supported private sector growth, 
especially that of micro, small, and medium-sized enterprises in rural areas, during a period when 
capital markets were nascent, public confidence in the financial sector was relatively weak, long-
term funding could not be raised locally, foreign private sector banks were almost absent, and 
development banks had reached their country and borrower limits. 

ADB’s work quality in screening, appraisal, structuring, monitoring, and supervision is rated 
satisfactory. ACLEDA was selected based on stringent criteria for nonsovereign investments 
including long-term financial viability, significant and positive development impact, sufficient 
project scale, good corporate governance, and compliance with ADB’s safeguard practices. 
ACLEDA was monitored regularly through missions and reports, in line with the annual review 
schedule. Its consent requests were promptly processed. 

The project is rated successful overall.  

Lessons learned. The project underlines the importance of selecting the right financial institution 
as a local partner. Given ACLEDA’s leading role in the local economy, the transaction was 
certainly the best way for ADB’s private sector operations to get a better understanding of the 
promising Cambodian financial market. The experience enables ADB to do more private sector 
transactions in Cambodia. Regarding the assessment of development effectiveness in general, 
the baseline indicators should be set on the basis of actual rather than forecasted numbers to 
make the design and monitoring framework targets more predictable and reasonable.  
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I. THE PROJECT 

A. Project Background 

1. In December 2013, the Board of Directors of the Asian Development Bank (ADB) 
approved a $75 million loan to ACLEDA Bank Plc. (ACLEDA) to support on lending to micro, small, 
and medium-sized enterprises (MSMEs) in Cambodia.1 The project aims to enhance access to 
longer-term financing for MSMEs and increase financial inclusion, which are crucial for supporting 
poverty alleviation efforts through income generation and increased employment.  

2. In 2011, MSMEs accounted for 99.8% of Cambodian businesses and 71.8% of 
employment; however, 84% of these entities are financed by the informal banking system at high 
interest rates.2 Demand from MSMEs for financial services was extremely high. As Cambodia’s 
largest bank and, in much of the country the only provider of banking services, ACLEDA was 
uniquely positioned to deliver and meet this demand, particularly in rural areas.  

3. ACLEDA Bank Plc. was originally founded in January 1993 by the International Labour 
Organization and UNDP as the Association of Cambodian Local Economic Development 
Agencies (ACLEDA), a nongovernment organization, aimed at developing micro and small 
enterprises. It became a specialized bank in 2000 and obtained a commercial banking license in 
2003 (renamed ACLEDA Bank Plc. that year). It has grown rapidly because of the opportunities 
in Cambodia’s significantly underpenetrated banking market and rising demand for financial 
services. Loans to MSMEs comprised 78% of its portfolio in 2013. ACLEDA has maintained its 
leading position in the Cambodian banking industry with a market share of roughly 20% for loans 
and 19% for deposits. ACLEDA is the only bank in Cambodia participating in ADB’s Trade Finance 
Program (since 2008). 

B. Key Features  
 
4. ADB’s senior unsecured loan was disbursed in two tranches: (i) tranche A ($40 million) on 
22 October 2014 and (ii) tranche B ($35 million) on 24 November 2014. The loan amount was 
about 25% of the bank’s 2014 funding and business plan.  

C. Progress Highlights 

5. Cambodia’s economy began to pick up in October 2013, when confidence in the banking 
sector started to return. The recovery was mainly attributed to increased investor and deposit 
confidence, and stronger banking stability after elections in July 2013. From 2013 to 2016, banks 
experienced an increase in deposits of 23.6% CAGR3 and credit growth continued to expand at 
roughly 24.5% CAGR. In July 2016, the World Bank announced that Cambodia had graduated to 
a lower middle-income country in 2015.4  

6. The banking industry saw a number of improvements, which were outcomes of 
recommendations from the 2013 Article IV Consultation Report published by the International 

                                                
1 ADB. 2013. Report and Recommendations of the President to the Board of Directors: Proposed Senior Loan—

ACLEDA Bank Plc.–Promoting Financial Inclusion (Cambodia). Manila. 
2 The government classify these enterprises by total assets and number of employees as (i) micro, if they have total 

assets of less than $50,000 and fewer than 10 employees; (ii) small, if they have total assets of $50,000–$250,000 

and 11–50 employees; (iii) medium, if they have total assets of total assets of $250,000–$500,000 and 51–100 
employees; and (iv) large, if they have total assets of more than $500,000 and more than 100 employees. 

3 CAGR = compounded annual growth rate. 
4 http://www.worldbank.org/en/country/cambodia/overview 
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Monetary Fund (IMF). These included better financial supervisory capacity, establishment of an 
initial Memorandum of Understanding to establish a financial crisis management framework, and 
the introduction of negotiable certificates of deposits (NCDs) that would help develop the 
interbank market. A liquidity coverage ratio was implemented as Cambodia move toward Basel 
III, with a staggered minimum ratio requirement from 60% in 2016 to 100% by 2020.  

7. ACLEDA had been discussing with ADB possible support for its broader lending program, 
as early as 2012. After a thorough evaluation, ADB’s Board approved the project in December 
2013 and the loan agreement was signed 6 months later in May 2014. Request for drawdowns 
were received and granted on October 2014 ($40 million) and November 2014 ($35 million). The 
first principal repayment was received on May 2016, as scheduled, and there have been no delays 
in repayments (principal and interest). 

8. Consistent with the more favorable environment, ACLEDA developed new products and 
services (credit cards and internet banking), strengthened its distribution network, obtained 
additional funding, further developed its risk management capabilities, and improved corporate 
governance. From 2013, ACLEDA posted a 23% CAGR in its loan portfolio while maintaining 
excellent asset quality (the ratio of nonperforming loans to gross loans has been below 0.7%). 
The bank has also built up its total equity by distributing 50% of profits as additional share capital 
and transferring 50% to reserves. ACLEDA’s share capital grew from $186 million in 2013 to $308 
million in 2016, well above the minimum $75 million capital requirement by the National Bank of 
Cambodia (NBC) for commercial banks. ACLEDA also tapped into other international financial 
institutions for funding, adding KFW, China Development Bank Corporation, and Overseas 
Private Investment Corporation (OPIC) as lenders.  

9. Since ADB’s loan, ACLEDA has seen several shareholder changes, with the entry of 
Sumitomo Banking Corporation and Orix Corporation buying stakes held by International Finance 
Corporation (IFC), JSH Asian, and Triodos Group during the project’s evaluation. 

10. In 2014, ACLEDA was recognized as a Global Growth Company by the World Economic 
Forum held in Manila. ACLEDA was the only Cambodian entity that was included in the 20 fastest-
growing companies in East Asia.  

11. ACLEDA has also been instrumental in skills development within Cambodia’s financial 
sector through its wholly owned subsidiary, ACLEDA Institute of Business (AIB). AIB started in 
2000 as a training division within the bank before being carved out as a training center in 2008. 
In 2016, AIB was granted a license as a higher education institution providing academic programs 
and training to ACLEDA staff, employees from other financial organizations, and undergraduate 
students. 

II. EVALUATION 

A. Project Rationale and Objectives  

12. Cambodia’s economy grew at a strong annual rate of more than 9.0% during 2000–2008. 
The 2008–2009 global financial crisis and flooding in 2011 disrupted this momentum, but the 
economy recovered quickly through higher foreign direct investment (FDI), pushing GDP growth 
to 7.2% in 2012. Economic expansion has been driven by manufacturing (garments and footwear), 
tourism, construction, and agriculture. Strong economic growth reduced the country’s overall 
poverty rate from 30% in 2007 to 20% in 2011, but poverty alleviation remains a key government 
priority, especially in the rural areas, where 90% of the poor live. 
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13. Cambodia’s economy is highly dollarized, with about 90% of loans and deposits in foreign 
currency. The financial sector (dominated by banking) is still in the early stages of development. 
The level of financial services is one of the lowest in Asia and the Pacific, and growth of the 
financial sector has been constrained by several challenges including underdeveloped capital 
markets and the absence of an interbank market. Most commercial banks in Cambodia operate 
mainly in urban areas. Since more than 80% of the population is rural, the overall penetration of 
financial services has been extremely low.  

14. Cambodia has very few large enterprises, with about 99.8% of businesses classified as 
MSMEs. The primary source of funding for MSMEs was savings, as per an IFC survey in 2010.5 
Limited access to finance was one of the biggest challenges facing MSMEs, with 84% of MSMEs 
financed by the informal banking system at high interest rates.  

15. ADB has been one of the principal development partners in Cambodia’s financial sector 
since 2001, and, as its first long-term, nonsovereign financing intervention with a Cambodian bank, 
the ADB loan would complement ADB’s ongoing work in the sector. ADB engagement was also 
greatly needed as development banks, who provided funding to the financial sector, had already 
reached their country, sector, and single investment and borrower exposure limits. 

16. The ADB loan aimed to make a meaningful contribution to the bank’s growth, support 
MSMEs, and cure a balance sheet gap problem in a period of scarce long-term funding. The 
proceeds of the loan were to be used exclusively to support MSMEs to enhance access to longer-
term finance, which in turn was critical to support poverty alleviation through income and 
employment generation in rural areas. Through increased business, opening of additional 
branches also aimed to broaden the availability of banking services in parts of the country that 
were underserved. 

B. Development Results  

17. The development impact is rated satisfactory. 

i. Contribution to Private Sector Development and ADB’s Strategic 
Development  Objectives 

18. The effect of the ADB loan on private sector development and ADB’s strategic objectives 
is rated satisfactory. The project helped to (i) grow Cambodia’s financial sector, (ii) increase 
financial inclusion in Cambodia, and (iii) improve access to commercial bank credit by MSMEs. It 
supported socially inclusive growth by improving outreach to female and agricultural sector 
borrowers.  

19. The project has met the output targets specified in the design and monitoring framework 
(DMF) and met or exceeded most of its outcome targets. The project significantly exceeded 
targets for total commercial bank credit while ensuring financial and operational sustainability. An 
increase in the average loan size resulted in slower-than-expected growth in the total number of 
borrowers, but the growth of female and agriculture borrowers is on track to meet the targets. This 
increase in loan size is aligned with the project objectives of growing Cambodia’s financial sector 
and improving access to commercial bank credit. A higher average loan size suggests that 
ACLEDA is increasingly supporting small and medium-sized enterprises (SMEs) that are more 
likely to be formal enterprises that provide better paid jobs. Jobs in SMEs in Cambodia pay nearly 
                                                
5 IFC. 2010. Understanding Cambodian Small and Medium Enterprise Needs for Financial Services and Products. 

Washington, DC. 
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twice the average salaries of micro enterprises.6 

20. Expansion and Sustainability of ACLEDA’s Operations. ACLEDA’s branch network 
has grown from 238 in 2013 to 259 in 2016. At the current rate, ACLEDA is expected to reach the 
target of growing its branch network by 21% in 2020. This expansion is in line with customer 
growth. The significant expansion of ACLEDA’s lending operation has not come at the cost of a 
deterioration of the quality of its loan portfolio. Nonperforming loans as a percentage of gross 
loans in the target portfolio remained at 0.70%, well below the maximum of 5.00% set out in the 
DMF. ACLEDA’s capital adequacy ratio stands at 23.1%, well above the regulatory rate of 15.00%.  

21. Other factors that enhanced ACLEDA’s operations are corporate governance 
improvements, with 70% of ACLEDA’s board of directors consisting of highly experienced 
international professionals. Significant functions like audit and compliance have become 
independent of management and are now directly reporting to the board. ACLEDA improved its 
risk management policies with regular staff training, stricter credit assessment processes, and 
more conservative evaluation of collateral security. 

22. Growth in MSME Loans. ACLEDA’s MSME portfolio grew from $1.21 billion in 2013 to 
$1.63 billion in 2014. This increase of $414 million exceeds the output target of $75 million by 
552%.7 By the end of 2016, total MSME loans reached $2.27 billion, exceeding the outcome target 
of increasing ACLEDA’s MSME loan portfolio by 52%. The most important factors behind this 
success were high overall growth as reflected by the 23% CAGR of the total loan portfolio and 
the bank’s continued focus on MSMEs, which retained a 78% share of total business (Appendix 
3). 

23. ACLEDA also exceeded its second output target of growing the number of MSME 
borrowers by 16,600 by the end of 2017. At the end of 2016, the number of MSME borrowers 
stood at 323,020. This compares to a baseline of 286,293 in 2013, a total increase of 36,727, 
more than double the target. Based on current rates, ACLEDA is expected to meet the outcome 
target of growing the number MSME borrowers by 33% in 2020. The slower-than-expected growth 
in borrowers is the result of an increase in average loan size from $3,747 to $5,276 since the 
beginning of the project.  

24. Access to Finance for Women and the Agricultural Sector. The number of female 
borrowers increased by an annual rate of 4.1% from 169,843 at the end of 2013 to 187,858 at the 
end of 2016. At this rate, the number of female borrowers is expected to exceed the target of a 
29% increase in 2020, one year ahead of schedule. The number of agricultural sector borrowers 
grew at an annualized 9% rate, reaching 161,865 in 2016. In 2019, the number is projected to 
reach 209,000 borrowers, exceeding the target of a 33% increase. It is notable that the growth 
rates in both portfolios exceeds the growth rate of ACLEDA’s overall growth in borrowers 
(Appendix 3).  

25. Introduction of Digital Finance. ACLEDA is investing in electronic infrastructure to 
support the development of digital financial products including mobile applications, expanding its 
reach in remote rural areas for fund transfers and payments. It will benefit from Cambodia’s high 
mobile penetration rate and contribute to the project’s intended impact of increasing financial 
inclusion through the proliferation of deposit accounts, especially in rural areas. The new product 

                                                
6 National Institute of Statistics, Ministry of Planning. 2015. Cambodia Intercensal Economic Survey 2014, Analysis of 

the Survey Results. Report No.2, Analysis by Scale. Phnom Penh.  
7 The XARR analysis is based on the actual data reported by the client in 2013. The DMF baselines are based on 

estimates, which are generally higher than the data actually reported, making the DMF targets more conservative. 
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is being used by 180,000 subscribers and is expected to support the project’s objective.  

ii. Economic Performance  

26. The economic performance of the project is rated satisfactory. In recent years, the 
Cambodian economy has grown at roughly 7.0% per annum. MSMEs account for 99.8% of 
Cambodian businesses and 71.8% of employment. ACLEDA is the largest bank in the country 
and the most important provider of MSME funding. By significantly increasing access to credit for 
MSMEs, ACLEDA made an appreciable contribution to Cambodia’s economic growth. ACLEDA 
has also strengthened its environmental and social support practices.  

27. ACLEDA conducts annual surveys on a sample of its MSME borrowers (that have been 
granted at least 2 loans) to test the impact of the bank’s credit services on the borrowers’ living 
standards. Since 2013, 92.4% of the respondents (on average) have reported that their wealth 
has increased as a result of the credit provided by the bank. 

28. By growing its business in a financially and environmentally sustainable way while 
improving corporate governance, ACLEDA has contributed to demonstrating the viability of 
MSME financing in Cambodia, particularly in the target segments of female and agricultural 
borrowers.  

29. In addition to its focus on the MSME segment, ACLEDA is diversifying its products and 
introducing innovative practices. The bank has expanded its consumer banking business through 
mortgages and consumer loans. These products have been growing at an annualized rate of 22.4% 
in the last three years. The introduction of mobile banking for transfers and payments will 
contribute to the financial and economic inclusion of the remote areas in Cambodia. 

30. By attracting investments from reputable foreign private equity funds, ACLEDA is helping 
demonstrate the viability of Cambodia as a destination for foreign direct investment. The institution 
provides employment to over 12,000 Cambodians and invests significantly in the creation of 
human capital. ACLEDA staff are frequently hired by other institutions, resulting in a transfer of 
experience and knowledge, which strengthens Cambodia’s financial sector. 

iii. Environment, Social, Health, and Safety Performance   

31. The environmental, social, health, and safety performance of ACLEDA is rated satisfactory.  
ADB’s senior loan was categorized financial intermediary on environment, and financial 
intermediary treated as C for involuntary resettlement (IR) and Indigenous Peoples (IP) under 
ADB’s Safeguard Policy Statement (SPS 2009).8  

32. Due diligence at the time of loan processing showed that ACLEDA had an environmental 
and social management system (ESMS) comprising policy and an environmental and social 
operating manual, which applied an exclusion list and a screening system to categorize the 
business activities as either low-, medium-, or high-risk. The system ensured compliance with 
national laws, regulations, and standards regarding the environment, health, and safety. To fully 
comply with ADB’s requirements, ACLEDA incorporated the following to its existing ESMS and 

                                                
8 While the investment was initially categorized financial intermediary for involuntary resettlement and indigenous 

peoples during processing, the facility agreement subsequently provided for exclusion of the subloans categorized 
with A or B for involuntary resettlement and indigenous peoples impacts. The annual environment and social 
performance reports confirmed that no involuntary resettlement or impacts on indigenous peoples resulted from the 
lending activities of ACLEDA Bank Plc. through ADB’s loan proceeds.   
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related documents: (i) ADB SPS categorization in the risk classification, (ii) ADB’s prohibited 
investment activities list in its exclusion list, (iii) documentation of social and environment impacts 
in due diligence forms, and (iv) ADB’s environment and social performance report in the 
monitoring report structure.  

33. As covenanted in the facility agreement, ACLEDA did not finance transactions with 
environment category A, and category A or B impacts on involuntary resettlement and indigenous 
peoples. Compliance with all applicable national and international core labor standards and 
environmental laws are included in the legal agreement with borrowers, and there is no report of 
environmental grievance and noncompliance, labor disputes, workers’ protests, or labor 
noncompliance of MSME borrowers. Monitoring is done by the environment unit of the credit 
division annually for loans below $250,000, and biannually for loans greater than $250,000.  
Safeguard compliance of MSMEs is confirmed by ACLEDA in the annual environment and 
monitoring reports regularly submitted to and reviewed by ADB. 

34.   ACLEDA has appointed its senior vice-president and head of credit division as the 
environment and social manager, and the assistant vice-president and manager of environment 
unit as the environment and social coordinator. Both have sufficient skills and competencies and 
are responsible for managing and reporting on ESMS and environment and social matters. The 
environment unit of the credit division (comprised of 5 persons) is responsible for building staff 
capacity on environment and social aspects, and conducts orientation training for its staff in their 
branches. ACLEDA’s grievance redress mechanism provides for suggestion boxes and a 24-hr 
call center system to receive complaints. Its staff undertakes safeguards monitoring and reporting, 
and visits construction sites to check project implementation status and issue corrective actions, 
if necessary. ACLEDA discloses its environmental and social sustainability report on its website.  
While ACLEDA had neither financed loans on transboundary waste trade nor had any disclosure 
and consultation issues, ADB recommends that ACLEDA include in its exclusion list the 
transboundary trade in waste or waste products as defined by the Basel Convention and an 
explicit inclusion of information disclosure and consultation provisions in line with SPS 
requirements. 

35.  The project is categorized effective gender mainstreaming.9 ACLEDA has supported 
women’s access to finance. 10  Women comprise 41% of total staff. ACLEDA is an equal 
opportunity employer and has a policy against discrimination on account of race, religion, political 
opinion, color, gender, or ancestry.  

iv. Business Success  
     
36. Business success is rated satisfactory. ACLEDA has achieved the project’s business 
objectives of (i) providing funding to MSMEs with limited access to banking finance and expanding 
its network in the rural areas of Cambodia, (ii) meeting the developmental objectives set out in 
the DMF, and (iii) ensuring strong financial performance.   

37. ACLEDA’s achievement of the project objectives is rated satisfactory. During 2013–2016, 
ACLEDA almost doubled its MSME loans from $1.21 billion to $2.28 billion (Table A1.2), while 
their share of the total loan portfolio remained steady at 78%. This corresponds to a CAGR of 
23.3%, which compares favorably to the 18% rate referred to in the RRP from 2013 to 2017, as 
well as to the corresponding rates of other business segments. (Table A1.2). Also, contractual 

                                                
9 ADB. 2012. Guidelines for Gender Mainstreaming Categories of ADB Projects. Manila.   
10 See para. 25 for details. 
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maturities of MSME loans increased so that the percentage of long term loans (over 3 years) went 
up from 70% to 81% and the average tenor of the MSME portfolio increased approximately from 
4.5 years to 4.7 years. (Table A1.5)  

38. ACLEDA propelled its growth through the expansion of its network, mainly in rural areas. 
From 2013 to 2016, it opened 21 branches, increasing the total to 259. The majority of those new 
branches, specifically 17, were opened outside Phnom Penh. As a result, loans in rural regions 
increased at a CAGR of 24%, higher than the rate of 20.9% observed in Phnom Penh, and the 
share of loans in the rural areas of the country to total loans increased further from 68% to 70%, 
justifying ACLEDA’s significant role in making bank financing accessible to geographic areas with 
limited access to finance (Table A1.3). Likewise, MSME loans in rural areas reached 94% (Table 
A1.4). 

39. Moreover, the strategic emphasis on rural areas resulted in a significant increase of MSME 
loans to the agricultural sector. Those loans grew from 2013 to 2016 at a CAGR of 24% and their 
share in the total MSME portfolio increased from 24% to 25% (Table A1.7). Over the same period, 
loans to MSMEs owned or managed by women grew at a CAGR of 20.7% and represented 27% 
of the MSME portfolio as of 2016 (2013: 29%) (Table A1.6). 

40. ACLEDA’s financial performance is rated satisfactory. With total assets of $4.7 billion, it is 
the largest bank in Cambodia. Its market share stood at 20.4% in loans and 19.2% in deposits as 
of 2016. ACLEDA is well capitalized and has maintained a strong capital adequacy ratio (CAR). 
At the end of 2016, CAR was 23.1% and compared favorably to the sector’s 22.3% average and 
the minimum regulatory requirement of 15%. 11  Asset quality is strong, with the NPL ratio 
consistently below 0.7% despite aggressive double-digit growth, and is much lower than the peers’ 
2.4% as of 2016. Moreover, 97% of ACLEDA’s loan portfolio is collateralized. Cambodia is a 
highly dollarized economy; however, both total disbursements and deposits of ACLEDA in US 
dollars stand at about 94% mitigating the risk of a foreign exchange mismatch. Profitability is 
excellent throughout with the return on average assets ratio at roughly 3%, driven by strong albeit 
declining net interest margin (NIM) and improving operating efficiency. Provisions for loan losses 
have been increasing in the last 3 years to match slightly rising NPLs, but the adverse impact on 
net income has not been significant. Liquidity is satisfactory and benefits from high deposits, 
which at 70% remain the main source of funding. This source is sustainable as almost 80% of the 
deposits are from individual clients. However, deposits have grown at a slower pace than loans 
and ACLEDA has been showing an increasing reliance on market funds to support its asset base. 
This increasing reliance on market funding is not considered a significant source of risk at present, 
as shown by the liquidity ratios (Table A1.13). Moreover, market funding has been primarily long 
term and from development institutions, namely, International Finance Corporation (IFC), OPIC, 
the Development Finance Company of the Netherlands (FMO), Kreditanstalt für Wiederaufbau 
(KfW), Promotion et Participation pour la Coopération Économique (PROPARCO), and ADB. 
Operating in a small, developing, dollarized economy with a persistent current account deficit 
mainly supported by foreign investment, ACLEDA faces systemic risks, which are partly mitigated 
by prudent risk management policies and portfolio diversification.  

41. ACLEDA’s management quality and corporate governance are rated satisfactory as 
compared to local peers. During ADB’s investment period, the number of board directors 
increased from 8 to 10, all of whom are experienced and well qualified. There are 3 independent, 
5 non-executive, and 2 executive directors. It is very positive that all 3 independent directors are 
highly experienced international professionals and all 4 major international shareholders are 

                                                
11 ACLEDA Bank Plc. 2016. Annual Report. Phnom Penh. 
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represented in the board. From 2013 to 2016, the internal audit and compliance functions became 
independent, reporting to the board’s Audit and Compliance Committee. No major issues have 
been noted by NBC on compliance matters. Top executive management is competent, regularly 
achieving high returns on average equity (ROAE 2016: 21.1%).  

C. ADB’s Additionality 

42. ADB additionality is rated satisfactory. When the project was designed, ACLEDA could 
not raise long-term financing to address the maturity mismatch on its balance sheet and further 
support Cambodia’s growing economy. Capital markets were nascent, public confidence in the 
financial sector was relatively weak, long-term funding could not be raised locally, foreign private 
sector banks were almost absent, and development banks had reached their country and 
borrower limits. The bank’s long-term senior and subordinated debt was only 11.6% of total 
funding, mainly held by development financial institutions (DFIs), which accounted for 71% of the 
total followed by private equity funds with 27.7%. Foreign private banks accounted for only 1.3%.12 
ADB’s contribution was 25% of ACLEDA’s long-term funding as of 2013, mitigating its maturity 
mismatch risk. In 2016, long-term senior and subordinated debt tripled. The mix of sources did 
not change significantly as development banks continued to hold 77% of total long-term debt. 
However, foreign confidence in the Cambodian economy and its major bank has grown. As a 
result, foreign private banks accounted for 12%.13 In the next few years, the role of development 
banks and ADB will continue to be critical in funding the country’s development and gradually 
building confidence among foreign private banks to increase their participation.               

43. The purpose of the ADB loan was also to assist ACLEDA expand its network and support 
private sector growth, especially regarding MSMEs, which were underserved in rural areas, and 
promote greater financial inclusion for women entrepreneurs. ADB’s contribution was significant 
as it allowed ACLEDA to expand in rural areas given the reluctance of other local banks to do so. 
From 2013 to 2016, MSME loans almost doubled, loans in rural areas increased faster than in 
Phnom Penh, and loans to the agricultural sector and to women entrepreneurs grew at high rates. 
ACLEDA increased its branch network by 21, of which 17 are in rural areas. The number of new 
branches may not reach the target of 50 by year-end 2017, but there is a strong likelihood of this 
happening by the time the loan is due. This lag does not reflect a change in the bank’s main 
strategy to support private sector growth in rural Cambodia, but rather a more efficient way to 
achieve that objective. ACLEDA’s investment in electronic and mobile phone banking is targeting 
serving rural areas at a lower cost. Therefore, we may see continued growth in loans to MSMEs, 
agricultural businesses, and women despite a decelerating increase in the number of branches, 
thanks to technology.     

D. ADB Investment Profitability 

44. ADB’s profitability is rated satisfactory. The loan is current, has not had any payment 
delays, and is expected to be repaid in full and on time in May 2019.  

E. ADB Work Quality 

1. Screening, Appraisal, and Structuring of the Project 

45. ADB’s work in screening, appraisal, and structuring is rated satisfactory. To improve 
financial inclusion in Cambodia and strengthen its financial sector, ADB’s Private Sector 
                                                
12  ACLEDA Bank Plc. 2013. Annual Report. Phnom Penh. 
13 ACLEDA Bank Plc. 2016. Annual Report. Phnom Penh. 
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Operations Department (PSOD) met with several banks in Cambodia to identify suitable 
candidates for long-term financing to support the country’s MSMEs. ACLEDA Bank Plc., which is 
the only bank in Cambodia participating in ADB’s Trade Finance Program, has been discussing 
possible support for its broader lending program with ADB since early 2012. ACLEDA was 
selected based on a stringent criteria for nonsovereign investments including long-term financial 
viability, significant and positive development impact, sufficient project scale, good corporate 
governance, and compliance with ADB’s safeguard practices.14 

46. At the concept review stage, there were some recommendations for a smaller loan given 
(i) ACLEDA’s ambitious business plan, (ii) the presence of many banks serving a limited bankable 
population, (iii) rapid growth in the recent past, which may point to an increase in NPLs going 
forward, and (iv) that ADB will have the single largest exposure in ACLEDA’s balance sheet. In 
determining the right sizing of ADB’s loan, PSOD argued that the loan is only 25% of the funding 
requirements for 2013 and that growth forecasts support the size of the loan. In hindsight, ADB’s 
$75 million loan (disbursed in the fourth quarter of 2014) was the right size as it contributed to 
ACLEDA’s $470 million MSME loan disbursements in 2014.  

2. Monitoring and Supervision 
 

47. ADB’s monitoring and supervision of ACLEDA is rated satisfactory. ADB monitored 
compliance with the reporting and financial covenants in the agreement, conducted 6 fact-finding 
missions, and prepared periodic monitoring reports. PSOD staff undertook an extended annual 
review report (XARR) mission in March 2017 to better understand ACLEDA’s operations and 
governance practices in addition to its business model. It also gave the project team an 
opportunity to initiate and maintain communication for improved collaboration with the client.  

48. The project administration team assisted ACLEDA when it required consents, waivers, 
and amendments of certain provisions in the facility agreements. PSOD and ACLEDA staff 
worked together in assessing these requests, taking into account the potential credit risk impact 
in relation to ADB’s support for continuing business development and sustainability. 

                                                
14  ADB. 2011. Country Partnership Strategy: Cambodia, 2011–2013. Manila. 
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F. Overall Evaluation 
 
49. Overall, the project is rated successful (Table 1).  

 
Table 1: Evaluation of ADB’s Senior Loan to ACLEDA Bank  

Item Unsatisfactory 
Less than 

Satisfactory Satisfactory Excellent 

Development Results   √  
(i) Contribution to private sector 

development and ADB’s strategic 
development objectives 

  
√  

(ii) Economic performance   √  
(iii) Environmental, social, health, and safety 

performance 
  √  

(iv) Business success   √  
ADB Additionality   √  
ADB Investment Profitability   √  
ADB Work Quality    √  
(i) Screening, appraisal, and structuring    √  
(ii) Monitoring and supervision    √  

Overall Rating   Successful  

ADB = Asian Development Bank. 
Source: Asian Development Bank.  
 

III. ISSUES AND LESSONS 
 
A. Issues and Lessons 

 
50. The project underlines the importance of selecting the right financial institution as a local 
partner and the right timing for ADB involvement. ADB’s strategic objectives and ACLEDA’s 
growth plan and funding needs matched at the time of transaction, particularly in the areas of 
expanding the MSME business, promoting inclusive growth, and supporting ACLEDA’s viability.  

51. Given ACLEDA’s leading role in the Cambodian economy, the project was the best way 
for ADB’s private sector operations to get a better understanding of the promising Cambodian 
financial market. This experience enables ADB to do more private sector transactions in 
Cambodia.  

52. Regarding development effectiveness, the baseline indicators should be set on the basis 
of actual numbers. In this case, baseline indicators were set during 2013 based on forecasted 
numbers for 2013 fiscal year-end. The forecasted numbers for MSME borrowers, female 
borrowers, and agricultural sector borrowers were higher than the actual year-end data, making 
the DMF targets more ambitious than if they had been based on actual figures.  
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Appendixes 
 

BUSINESS SUCCESS  
 

A. Financial Highlights  
 

Table A1.1: Historical financial highlights 
($ million) 

 2013 2014 2015 2016 CAGR 

Balance sheet      
Gross loans1  1,548   2,070   2,540   2,881  23.0% 
Total assets  2,408   3,140   3,886   4,665  24.7% 
Total deposits  1,516   2,003   2,380   2,723  21.6% 
Total liabilities  2,022   2,699   3,341   4,004  25.6% 
Shareholders' equity  386   441   544   661  19.6% 

      

Income statement      
Net interest income  181   205   257   287  16.7% 
Total operating income  213   242   302   344  17.3% 
Net income2  80   80   105   127  16.8% 

Source: ACLEDA Bank’s audited financial statements. 

 
B. Assessment of Business Performance 
 

Table A1.2: Loan portfolio by business segment 
($ million) 

 2013 2014 2015 2016 CAGR 

MSMEs  1,215   1,629   2,000   2,279  23.3% 
Consumer  231   288   357   424  22.4% 
Others  113   170   203   201  21.2% 

Total 1,559 2,086 2,561 2,904 23.0% 

Source: ACLEDA Bank’s audited financial statements. 

 
Table A1.3: Loan portfolio by geography 

($ million) 
 2013 2014 2015 2016 CAGR 

Loans in Regions  1,068 1,445 1,810 2,035 24.0% 
Loans in Phnom Penh 491 642 751 869 20.9% 

Total 1,559 2,086 2,561 2,904 23.0% 
      
Regions / Total  68% 69% 71% 70%  

Note: The loans in the regions include ACLEDA Bank Plc., ACLEDA MFI Myanmar Co., Ltd., and ACLEDA Bank Lao 
Ltd. 
Source: ACLEDA Bank’s audited financial statements. 
 

 
  

                                                
1 Gross loans is presented after deducting the unamortised loan fees. 
2 Net income represents the consolidated profit for the year of ACLEDA Bank Plc. and subsidiaries after deducting the 

minority interest portion.  
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Table A1.4: MSME loan portfolio by geography 
($ million) 

 2013 2014 2015 2016 CAGR 

Loans extended to borrowers based outside 
Phnom Penh  

 952   1,277   1,603   1,797  23.6% 

Amount of loans extended to borrowers 
based in Phnom Penh 

 263   351   397   483  22.4% 

Total 1,215 1,629 2,000 2,279 23.3% 
      
Region / Total  68% 69% 71% 70%  

Note: The loans in the regions include ACLEDA Bank Plc., ACLEDA MFI Myanmar Co., Ltd., and ACLEDA Bank Lao 
Ltd. 
Source: ACLEDA Bank’s audited financial statements. 
 

 
Table A1.5: Loan portfolio by remaining tenor 

($ million) 
 2013 2014 2015 2016 CAGR 

Less than 1 year  52   67   55   47  (3.2)% 
>1 year to 3 years  314   473   437   391  7.6% 
>3 years to 5 years  352   518   594   641  22.1% 
>5 years to 7 years  290   551   892   1,154  58.4% 
>7 years  207   20   22   47  (39.1)% 
      
LT loans (>3 years) % of total 69.9% 66.9% 75.4% 80.8%  
Average tenor (in years)  4.5   4.0   4.4   4.7   

Source: ACLEDA Bank’s audited financial statements. 

 
Table A1.6: Lending to women-owned / managed MSMEs 

($ million) 
 2013 2014 2015 2016 CAGR 

Loans extended to women-owned / 
managed MSMEs   

 348   445   553   612  20.7% 

Women-owned MSMEs / Total MSMEs  29% 27% 28% 27%  

Source: ACLEDA Bank’s audited financial statements. 

 
Table A1.7: MSME loan portfolio by industry 

($ million) 
 2013 2014 2015 2016 CAGR 

Wholesale and retail   546   742   893   1,051  24.4% 
Services  318   413   496   579  22.1% 
Agriculture  293   398   522   560  24.0% 
Manufacturing  57   76   90   89  16.0% 

Total  1,215   1,629   2,000   2,279  23.3% 
      
Agriculture MSMEs/total  24.1% 24.4% 26.1% 24.6%  

Source: ACLEDA Bank’s audited financial statements. 

 
Table A1.8: MSME loan portfolio 

($ million) 
Indicator 2013 2014 2015 2016 CAGR 

MSME loans (number)  324,307   369,785   402,602   432,056  10.0% 
MSME loans ($ million)  1,215   1,629   2,000   2,279  23.3% 
Average loan size ($ million)  3,747   4,404   4,969   5,276  12.1% 

Source: ACLEDA Bank reports and ADB calculations. 
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C. Assessment of Financial Performance 
 

1. Capital Adequacy 

Table A1.9: Capital adequacy 
(%) 

Indicator 2013 2014 2015 2016 

Tier 1 Capital / RWA  22.3 19.8 20.3 21.9 
Total Capital / RWA  27.1 21.1 21.6 23.1 
Tier 1 Capital / Total Assets (on and off balance sheet)        13.4         12.6          13.2              13.2 

Source: ACLEDA Bank’s audited financial statements and ADB calculations. 

1. Capital adequacy is strong. ACLEDA is very well capitalized and has maintained strong 
capital ratios throughout ADB’s investment period. At the end of 2016, the tier 1 capital ratio stood 
at 21.9%. Total CAR followed a similar trend and was 23.1%, which compared favorably to the 
peer average of 22.3% and the minimum regulatory requirement of 15%. Moreover, the leverage 
ratio has been steadily higher than 12% and much greater than the Basel III benchmark of 3.0% 
thanks to relatively low off-balance sheet items.3   

2. The strong capital adequacy ratio has been achieved in a period of high growth without 
any fresh share capital infusion. ACLEDA has had efficient internal capital generation.4 The rising 
trend of the bank’s capital ratios is expected to be tempered as ACLEDA resumes paying cash 
dividends from 2017.      

2. Asset Quality 

 Table A1.10: Portfolio quality ratios  
 (%) 

Indicator 2013 2014 2015 2016 

NPL ratio (gross NPLs to gross loans)   0.7   0.5   0.4   0.7  
NPLs to Equity and LLRs  2.5   2.2   1.7   2.8  
LLRs to NPLs  203.6   253.3   315.3   200.6  
Loan Loss Provisions to Pre-provision Income  5.2   7.5   5.7   6.6  
Loan Loss Provisions to Nonperforming Loans 54.8  78.4  79.3 56.3 

NPL= nonperforming loans, LLRs = loan loss reserves.  
Source: ACLEDA Bank’s audited financial statements and ADB calculations. 
 

 

3. Asset quality is rated good. Despite aggressive double-digit growth, the NPL ratio has 
been consistently below 0.7% mainly thanks to (i) strict underwriting processes, (ii) efficient 
collection and recovery management, and (iii) ACLEDA’s policy of writing-off loans that are more 
than 365 days overdue. This compares favorably with the rest of the sector, which reported an 
average NPL ratio of 2.4% in 2016. In addition, 97% of ACLEDA’s loan portfolio is collateralized 
in the form of mortgages, charges, or margin deposits. Moreover, given that loans to MSMEs and 
individuals are more than 90%, the portfolio is granular, mitigating loan asset credit risk. The 
MSME portfolio (78% of total) has followed a similar trend and an NPL concentration is not 
observed in any sector as all the respective ratios are below 1%. During 2013–2016, coverage of 
NPLs has been more than adequate, with the LLR to NPL ratio always above 200%.  

                                                
3 The leverage ratio is defined as the ratio of tier 1 capital to total on and off-balance sheet assets. 
4 ACLEDA reinvests 50% of previous year’s net profit as share capital with the other 50% transferred to reserves, 

except in 2016 when ACLEDA began paying cash dividends (10% of net profit after tax) 
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4. There has been a high level of dollarization in the economy with both loans and deposits 
in US dollars at about 90% (NBC estimate). Total disbursements and deposits of ACLEDA in US 
dollars stand at about 94%, mitigating the risk of a foreign exchange mismatch. Since 2013, 
ACLEDA has introduced certain credit risk management policies such as a more detailed loan 
evaluation process involving centralized controls; training of credit appraisers at least twice a year; 
and improvements in collateral selection (collaterals to be within or near the central business 
district) and assessment (reviews once or twice a year depending on the loan amount, reductions 
of fair value by 25%). Operating in a small, developing, dollarized economy with a persistent 
current account deficit mainly supported by foreign investment, ACLEDA faces systemic risks, 
which are partly mitigated by prudent risk management policies and portfolio diversification.  

3. Management 

5. Management quality is rated satisfactory compared to local peers. Corporate governance 
is compliant with international standards. During 2013–2016 members of the board increased 
from 8 to 10. Of these, 3 are independent, 5 are non-executive, and 2 are members of 
management (executive). It is very positive that all 3 independent directors are highly experienced 
international professionals and all 4 major international shareholders (Sumitomo Mitsui, ORIX, 
COFIBRED, and Triodos) are represented in the board. There are 2 female board members. The 
board has five committees, namely, Assets and Liabilities, Audit & Compliance, Credit, Risk 
Management, and Remuneration & Nomination. Important positive changes in corporate 
governance during 2013–2016 included the change in reporting of the Group Internal Audit and 
Compliance Divisions from the President and Group Managing Director and the Group Chief 
Operations Officer, respectively to the board’s Audit and Compliance Committee. Related party 
transactions are low with the ratio of the top-20 largest related party loans to total loans below 
0.2%. NBC approves the appointment of all directors and key management executives and visits 
the bank once a year. No major issues have been noted by NBC on compliance matters.   

6. ACLEDA has an experienced and professional top management team. The following 2 
members of the executive committee are members of the board of directors:   

a. Dr. In Channy has been President of the Executive Committee and Group 
Managing Director since 2000 when ACLEDA was established as a bank. He 
became member of the board in 2014. He was one of the founders of ACLEDA in 
1993. Dr. Channy holds a Doctorate in Business Administration and has completed 
an executive course on financial institutions at Harvard University. 

b. Mr. Rath Yumeng has been Executive Vice President and Group Chief Treasury 
Officer since 2015. He became the second Executive Director of the Board in 2014.  
He joined ACLEDA in 1999 and offered his services as Head of Finance and Head 
of Treasury. Prior to ACLEDA, he worked for the US Embassy in Phnom Penh as 
Financial Assistant and for UNDP. Mr. Rath holds a Master’s degree in Banking 
and Finance.    

7. High- and mid-level managers are well-respected in the local banking industry and are in 
high demand from competitors. Total staff has increased from 9,451 at December 2013 to 12,209 
as of February 2017 and is very well trained. ACLEDA’s wide organizational structure, 
accumulated experience, and training support the continuous creation of new qualified managers.  

4. Earnings  
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Table A1.11: Earnings ratios 
(%) 

Indicator 2013 2014 2015 2016 CAGR 

Net income ($ million)  80   80   105   127  16.8% 
Growth rate of net income (%)  22.6   0.8   30.7   20.8   
Net interest income to total assets (%) 7.5 6.5 6.6 6.2  
Non-interest income to operating income 
(%)5 

 15.2   15.1   15.0   16.4   

Cost-to-income ratio (%)  49.8   54.5   53.5   50.7   
      
Return on average equity (%)  24.4   19.4   21.3   21.1   
Return on average assets (%)  3.6   2.9   3.0   3.0   
Loss provisions (net of recoveries) (6) (8) (8) (11) 26.1% 

Source: ACLEDA Bank’s audited financial statements. 

 
8. Earnings are rated excellent. ACLEDA has been steadily reporting very strong profitability 
reflected in the return on average assets ratio, which was roughly 3% in the last 3 years. The ratio 
of net interest income to total assets has been decreasing slightly mainly because of competitive 
pressures coming from 36 commercial banks and 45 microfinance institutions and because of 
ACLEDA’s increasing focus on MSME lending, which entails lower credit spreads. However, this 
ratio remains strong mainly because of continued access to low-cost retail funding. The bank’s 
competitive position is expected to improve further following the regulatory imposition of an 18% 
lending rate cap on microfinance lending in March 2017, which will mainly affect non-deposit-
taking financial institutions. The slight reduction in the ratio has been offset by the improvement 
in operating efficiency evidenced by the cost-to-income ratio, which has been declining since 2014 
as a result of improvements in electronic banking and economies of scale.   

9. Provisions for loan losses have been increasing in the last 3 years at a CAGR of 26.1% 
to match rising NPLs, but the adverse impact on net income has not been significant as the 
provisions to pre-provision income ratio in 2016 was still at the very good level of 6.6% (Table 
A1.10). The return on average equity has been steadily at roughly 20%.   

5. Liquidity 
 

Table A1.12: Liquidity measures 
(%) 

Indicator 2013 2014 2015 2016 

Gross loans to customer deposits6  102.1   103.3   106.7   105.8  
Growth rate of customer deposits  6.4   32.1   18.8   14.4  

Source: ACLEDA Bank’s audited financial statements and ADB calculations. 

  

                                                
5 Non-interest income includes net fees and commission income, foreign exchange gain and other income. Total 

operating income is non-interest income and net interest income.   
6 Gross loans is presented after deducting the unamortised loan fees. 
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Table A1.13: Funding sources 
($ million) 

Indicator 2013 2014 2015 2016 CAGR 

Deposits  1,516   2,003   2,380   2,723  21.6% 
Borrowings (including subordinated debt)  234   334   515   725  45.7% 
Due to banks  194   267   316   403  27.7% 
Total  1,944   2,604   3,211   3,852  25.6% 

Source: ACLEDA Bank reports and ADB calculations. 

 

10. ACLEDA’s liquidity is rated satisfactory. The bank showed adequate liquidity and a stable 
funding profile throughout ADB’s investment period. Deposits remain the main source of funding. 
However, they have grown at a slower pace than loans and ACLEDA has been showing an 
increasing reliance on market funds to support its asset base. Nevertheless, access to 
international funding is good, mainly sourced from development finance institutions.  

11. As loans outgrew deposits (CAGR of 23% versus 21.6%), the customer deposits to total 
funding ratio has been decreasing but remains very strong at above 70%. For the same reason, 
the gross loans to customer deposits ratio increased slightly to 105.8% at year-end 2016, up from 
102.1% at the beginning of the period but remains at an acceptable level. The increasing reliance 
on market funding is not considered a significant source of liquidity risk as it is still at very good 
levels as evidenced by the ratio of market funds less liquid assets to total assets which, although 
increasing, is still negative (Table A1.13). 



20 Appendix 2 

 

 

FINANCIAL STATEMENTS 
 

Balance sheet 
($ million) 

 2013 2014 2015 2016 CAGR 

Net customer loans  1,528   2,044   2,508   2,841  23.0% 
Other assets 880 1,096 1,378 1,823 27.5% 
Total assets  2,408   3,140   3,886   4,665  24.7% 
      
Total deposits and money market funding  1,710   2,270   2,696   3,126  22.3% 
Borrowings  234   334   515   725  45.7% 
Other liabilities  78   95   131   152  25.3% 
Total liabilities  2,022   2,699   3,341   4,004  25.6% 
      
Common stock  186   226   266   308  18.3% 
Retained earnings  80   80   105   127  16.8% 
Reserves and others  121   135   174   226  23.2% 
Total equity  386   441   544   661  19.6% 

Source: ACLEDA Bank’s audited financial statements. 

 
Income statement 

($ million) 
 2013 2014 2015 2016 CAGR 

Interest income  237   278   355   412  20.1% 
Interest expense  (57)  (73)  (98)  (125) 30.0% 
Net interest income  181   205   257   287  16.7% 
Net fee and commission income  27   31   39   48  21.5% 
Other operating income1  5   6   6   8  15.2% 
Total operating income  213   242   302   344  17.3% 
Operating expense  (106)  (132)  (161)  (174) 18.0% 
Pre-provision income  107   110   141   169  16.6% 
Loss provisions (net of recoveries)  (6)  (8)  (8)  (11) 26.1% 
Pretax income  102   102   133   158  16.0% 
Taxes  (21)  (21)  (27)  (31) 14.6% 
Minority interest  (1)  (0)  (0)  (0) (26.0)% 
Net income  80   80   105   127  16.8% 

Source: ACLEDA Bank’s audited financial statements. 

 
 
 
 

  

                                                
1 Other income representing recoveries from loans written off were offset against loan loss provisions. 
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DESIGN AND MONITORING FRAMEWORK 
 

Design Summary Performance 
Targets/Indicators 

Assumptions and Risks Assessment 

Impact 
 
Growth of Cambodia’s 
banking sector 
 
Increased financial 
inclusion in Cambodia 
 
Improved access to 
commercial bank credit 
by MSMEs 

 
 
Ratio of banking sector 
credit to GDP increases 
from 34% in 2012 to 
45% in 2022 
 
Percentage of adult 
population with bank 
deposit accounts 
increases from 8% in 
2012 to 20% in 2022 
 
Percentage of total 
credit provided in 
underserved rural areas 
increases from 10% in 
2012 to 20% in 20221  
 
Commercial bank credit 
to MSMEs increases 
from $4.8 billion in 2012 
to $7 billion in 2022 

Assumption 
 
National Bank of 
Cambodia (NBC) 
gradually enhances risk-
based supervision. 
 
Risks 
Slow growth of capital 
markets in Cambodia. 
Political instability 
affects banking sector 
growth. 
 
Economic volatility 
constrains banking 
sector and/or MSME 
development. 

As of 2015, the ratio of 
domestic credit provided 
by financial sector to 
GDP was 53.9%. 
 
There were 2.9 million 
depositors as of 2016 or 
19.2% of the population. 
It is expected that the 
target of 20% of the 
population will be 
achieved. 
 
As a proxy for credit to 
rural areas, loans granted 
by Cambodian banks to 
the agriculture, forestry, 
and fishing industries 
remain low at 10.8% as 
of 2016. While ACLEDA 
is the largest bank and 
has lent 19.3% of its 
portfolio to the sector, 
other Cambodian banks 
may not have been 
prioritizing this sector; 
hence the low overall 
percentage. 

Outcome2 
 
Growth and 
sustainability of 
ACLEDA Bank Plc.’s 
services to MSMEs  
 

ACLEDA Bank Plc.’s 
MSME loan portfolio 
increases from $1.05 
billion in 2013 to $1.6 
billion by the end of 
2019  
Number of ACLEDA 
Bank Plc. MSME 
borrowers increases 
from 300,000 in 2013 to 

Assumption  
 
ACLEDA Bank Plc. is 
supervised well by its 
board of directors and 
ensures good 
governance.  
 
ACLEDA Bank Plc. 
maintains high 

As early as 2014, the 
MSME loan portfolio was 
already more than the 
target of $1.6 billion. As 
of 2016, the MSME 
portfolio $2.2 billion.   
 
There are 323,020 
MSME borrowers as of 
2016. This represents a 

                                                
1  As a proxy, credit extended to the agriculture, forestry, and fishing industries may be monitored (per the RRP).    
2  As discussed above, the 2013 baseline numbers were based on forecasts. Apart from the MSME loan portfolio, 

which was higher than forecast, all development indicators were lower than forecast. For purposes of the 
assessment, we used the actual 2013 numbers as the baseline. 

 RRP  

 2013 baseline 2019 target 2013 actual  

MSME loan portfolio ($ million) 1,050 1,600 1,215 
MSME borrowers (number) 300,000 400,000 286,293 
Female borrowers (number) 178,000 230,000 169,843 
Borrowers in agriculture sector (number) 150,000 200,000 125,558 
Branches (number) 238 288 238  
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400,000 by the end of 
2019  
 
Number of ACLEDA 
Bank Plc.’s female 
borrowers increases 
from 178,000 in 2013 to 
230,000 by the end of 
2019  
 
Number of ACLEDA 
Bank Plc.’s borrowers 
in the agriculture sector 
increases from 150,000 
in 2013 to 200,000 by 
the end of 2019  
 
ACLEDA Bank Plc.’s 
ratio of nonperforming 
MSME loans is 
maintained at less than 
5% to 2019  
 
ACLEDA Bank Plc.’s 
capital adequacy ratio 
remains above 
applicable National 
Bank of Cambodia 
norms  
 
Number of ACLEDA 
Bank Plc. branches and 
offices increases from 
238 in 2013 to up to 
288 by the end of 2019  

standards for the 
banking sector.  
Continuing profitability of 
ACLEDA Bank Plc..  
 
Risks  
Political instability 
affects consumer 
confidence.  
Economic volatility 
constrains MSME 
portfolio expansion.  

CAGR of 4.11% on the 
actual 2013 baseline of 
286,293 MSME 
borrowers. 
 
There are 187,858 
female borrowers as of 
2016. This represents a 
CAGR of 3.42% on the 
actual 2013 baseline of 
169,843 female 
borrowers. 
 
There are 161,865 
borrowers in the 
agriculture sector as of 
2016. This represents a 
CAGR of 8.82% on the 
actual 2013 baseline of 
125,558 borrowers. 
 
ACLEDA has maintained 
its NPLs at 0.7% of total 
loans or lower and its 
capital adequacy ratio at 
an average of 21% well 
above the NBC 
regulatory requirement 
(15%). 
 
There were 21 new 
branches since ADB’s 
loan increasing the total 
number to 259.  

Output 
 
ACLEDA Bank Plc.’s 
financial capacity to 
service MSMEs is 
expanded  
 

Up to $75 million is 
made available to 
ACLEDA Bank Plc.’s 
MSME clients by the 
end of 2014  
 
Number of MSME 
borrowers increases by 
16,600 by 2017 (based 
on an average loan size 
of $4,500)  

Assumption  
 
Management carries out 
investment in human 
resources, business 
processes and branch 
expansion as planned.  
 
Risks  
Business cycle risk  
Lower-than-expected 
loan demand.  

The number of MSME 
borrowers as of 2016 is 
36,727, exceeding the 
16,600 target by 2017. 
 

ADB = Asian Development Bank, CAGR = compound annual growth rate, CAR = capital adequacy ratio, NPLs = 
nonperforming loans. 
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RESULTS AND RATINGS FOR PROJECT CONTRIBUTIONS TO PRIVATE SECTOR DEVELOPMENT AND ADB STRATEGIC 
DEVELOPMENT OBJECTIVES—FINANCIAL INTERMEDIARIES 

 
Results Area Actual achievements Rating Justification Potential future 

achievements 
Risk 

1. Financial institution and 
Sub borrower PSD effects 

     

1.1 Improved skills:  
(i) Improved MSME credit skills 
in the participant financial 
institution(s).  
(ii) Contribution via the 
participating financial 
institution(s) to improved sub 
borrower skills in operation of 
their businesses, e.g., via 
appropriate loan conditions, 
advisory services by the 
bank(s). 

 
Since 2013, ACLEDA has introduced 
certain credit risk management policies 
such as more detailed loan evaluation 
process involving centralized controls, 
training of credit appraisers at least twice 
a year, improvements in collateral 
selection and assessment. 
 
Despite continued double digit growth in 
the portfolio, ACLEDA’s NPL ratio 
remained low at 0.7% as of 2016 because 
of prudent underwriting skills. 
 
ACLEDA has also been instrumental in 
skills development within the financial 
sector of Cambodia through its wholly 
owned subsidiary, ACLEDA Institute of 
Business (AIB). ACLEDA Bank also 
provides internships to students. 
 

 
Satisfactory 

 
The loan provided by ADB 
played an important role in 
ACLEDA’s MSME funding 
strategy and, therefore, 
contributed to the 
development of lending to 
MSMEs in Cambodia. 

 
A major challenge in the 
bank’s credit evaluation is the 
lack of or inadequacy of 
financial reports submitted by 
borrowers, which can be an 
area of focus by the bank in 
the future. 
 
 

 
Low 

1.2 Improved standards: 
Improved standards and 
practices with regard to 
corporate governance and 
transparency, stakeholder 
relations, or ESHS in 
participating financial 
institutions or sub-borrowers.  

 
Board of directors increased from 8 to 10, 
as a result of recommendations from the 
NBC. 
 
During ADB’s investment period, the 
internal audit and compliance functions 
became independent reporting to the 
Board’s Audit and Compliance 
Committee. 
 
 

 
Satisfactory 

 
To fully comply with ADB’s 
requirements, ACLEDA 
incorporated a few changes to 
its existing ESMS policy and 
environmental and social 
operating manual. 

 
ACLEDA will benefit to 
include in its exclusion list the 
transboundary trade in waste 
or waste products as defined 
by the Basel Convention and 
an explicit inclusion of 
information disclosure and 
consultation provisions in line 
with the SPS requirements. 

 
Low 

1.3 Innovation: Innovative 
ways of offering effective 
banking services for the MSME 
market (including new 

 
ACLEDA is investing in electronic 
infrastructure to support the development 
of digital financial products including 

 
Satisfactory 

 
The new product is being 
used by 180,000 subscribers. 
The prospects are very good 

 
ACLEDA can utilize progress 
in information 
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Results Area Actual achievements Rating Justification Potential future 
achievements 

Risk 

products, services, and 
technologies) 

mobile application significantly increasing 
its reach in remote rural areas for fund 
transfers and payments. 
 
 
 

because of the high mobile 
penetration rate in Cambodia.  

 

technology to create new 
products and services in 
response to the growing 
needs of the MSME sector 

1.4 Catalytic element: 
Mobilizing or inducing more 
local or foreign market 
financing or foreign direct 
investment for the supported 
financial institution or sub-
borrowers. 

 
ACLEDA continuously worked with other 
IFIs to secure longer-term funding. In 
2016, ACLEDA received a $50 million, 7-
year financing from OPIC. This is the 
bank’s first facility with a tenor of more 
than 5 years. 

 
Satisfactory 

 
The presence of ADB and of 
the other DFIs as lenders 
indirectly assisted ACLEDA in 
mobilizing additional funding. 

 
ACLEDA has expressed 
interest in collaborating with 
ADB for another facility, 
possibly a 7-year term loan. 

 
Low 

1.5. Improved business 
performance. Expanded 
MSME lending with good 
portfolio and sub-borrower 
performance. Expansion of 
market share.  

 
MSME portfolio grew by a 23.3% CAGR 
since 2013, without compromising 
portfolio quality ACLEDA retained its 
leading position in Cambodia in terms of 
total loan portfolio (20% market share). 

 
Satisfactory 

 
ADB lending to ACLEDA, and 
its support for the expansion 
of MSME lending, 
demonstrates ADB’s 
commitment to this market 
and belief in its viability. 
 

 
The MSME segment will 
remain a key growth driver for 
ACLEDA. 

 
Low 

2.  PSD effects beyond 
financial intermediaries and 
sub-borrowers 

     

2.1 Private sector expansion 
and institutional impact: 
2.1.1 Contribution to an 
increased private sector share 
and role in the economy.  
2.1.2 Contribution to expanded 
MSME lending in the financial 
system. 
2.1.3 Improved MSME access 
to formal credit and banking 
services in the economy.  
 

 
 
The ADB loan contributed to an increased 
volume of MSME loans in Cambodia. 
ADB’s loan, in conjunction with loans from 
other DFIs, contributed to the growth and 
expansion of overall credit availability to 
MSMEs and MSME growth in the 
economy. 

 
 
Satisfactory 

 
 
Although exhibited high rates 
of growth in all business 
segments (CAGR from 21.2% 
to 23.3%), ACLEDA, the 
major player in the market, 
maintained about the same 
market share in loans. The 
banking sector’s total loans 
grew at a CAGR of 24.5% in 
the period 2012–2016.  

 
 
Continuously increased 
access to financing of MSME 
sector, which is the backbone 
of Cambodian economy, will 
contribute to the growth of 
Cambodian financial 
institutions (FIs) and the 
country.    

 
 
Low 

2.2 Competition: Enhanced 
competition in MSME market 
segment among local banks or 
other types of financial 
institutions (including new 
product and service offerings, 

Competition has benefited the MSME 
borrowers through competitive pricing and 
new products 

satisfactory ACLEDA, who is the market 
leader, saw its NIM to be 
slightly decreasing because of 
competitive pressures. There 
are efforts by other FIs to 
follow ACLEDA in the 

ACLEDA, followed by the 
market, is expected to offer 
new value adding services 
and innovative products to 
the benefit of Cambodian 

Low  
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Results Area Actual achievements Rating Justification Potential future 
achievements 

Risk 

local-currency products) and/or 
contribution to increased 
competition in key sub-
borrower markets. 

development of digital 
banking.   

consumers inclusive of those 
in rural areas.  

2.3 Demonstration effects: 
Replication of new ways of 
offering effective banking 
services to the MSME segment 
by other banks or institutions.  

ACLEDA’s development of electronic 
banking is followed by other FIs. 

satisfactory  ACLEDA is expected to 
remain the market leader 
followed by other FIs. 

Low 

2.4 Linkages: Contribution to 
local savings and deposit 
mobilization via networks of 
participant bank(s); 
contribution to notable 
upstream or downstream link 
effects to sub-borrowers’ 
businesses in their industries 
or the economy. 

ACLEDA’s deposits grew at a CAGR of 

21.6% during 2013–2016 in-line with the 
growth of loans.  

satisfactory Growth in deposits was 
helped by the further 
expansion of ACLEDA’s 
network, initiation of electronic 
banking, and cross selling.  

Further branch expansion, 
continuous development of 
electronic banking, and cross 
selling are expected to 
contribute to link effects.   

Low 

2.5 Catalytic element: 
Contribution to mobilization of 
other local or international 
financing for financial 
institutions for MSME 
business, and by positive 
demonstration to market 
providers of debt and risk 
capital to borrowers. 

The participation of ADB, as well as other 
development finance institutions (DFIs), in 
the funding of ACLEDA is important for 
foreign private banks to build confidence 
in the bank and the economy. ADB’s loan 
contributed to the increase of foreign 
banks participation in ACLEDA’s funding.   

satisfactory At the beginning of project in 
2013, DFIs counted for 71% 
of ACEDA’s total funding and 
foreign private banks only for 
1.3%. At the end of 2016, the 
participation of foreign private 
banks increased to 12.4%.  

DFIs will continue to play a 
significant role in ACLEDA’s 
long-term funding. 
Notwithstanding, we expect 
the participation of private 
financial institutions to further 
grow.    

Low 

2.6 Affected laws, 
frameworks, regulation: 
Contribution to (i) improved 
laws, regulation, and 
inspection affecting MSME 
financing; or (ii) a more 
enabling environment for 
MSME financing via lobby 
activity, policy dialogue, or 
otherwise.  

Not applicable     

3. Contributions to other 
ADB strategic objectives 

     

3.1 Inclusion: Increased 
availability or reduced cost of 
financial services for the poor 

The number of female borrowers 
increased by an annual rate of 4.1% from 
169,843 at the end of 2013 to 187,858 at 

Satisfactory Justified by ACLEDA’s 
strategic focus on rural areas 

ACLEDA has already 
reached high levels of 

Low  
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Results Area Actual achievements Rating Justification Potential future 
achievements 

Risk 

and other disadvantaged 
groups.  Indirect inclusion 
benefits generated by 
subprojects/borrowers through 
forward/backward linkages to 
poor, female, or rural 
entrepreneurs; the provision of 
services or products for the 
poor, women, and rural 
populations; and employment 
of such groups.  

the end of 2016. Borrowers in the 
agriculture sector grew at an annualized 
8.8%, reaching 161,865 in 2016. 

and official policies of equal 
opportunities.  

inclusion. It is expected to 
continue in this way.   

3.2 Job creation:  Creation of 
additional sustainable jobs or 
self-employment. Distinguish 
between jobs created within 
supported FI, sub-borrowers 
and beyond.  

It was observed that ACLEDA’s average 
loan size increased since 2013, 
suggesting an increased support for small 
and medium-sized enterprises (SMEs). 
Jobs in SMEs in Cambodia pay nearly 
twice the average salaries than micro 
enterprises. 

Satisfactory  Continued focus on MSME 
lending will further support 
business growth, which will in 
turn favour employment 
levels in Cambodia.  

Low 

3.3. Environmental 
sustainability: Contribution to 
reductions in GHG emissions 
other environmental 
improvements through relevant 
lending policies and practices, 
and, targeting / allocations for 
borrowers with environmentally 
beneficial investments. 

ACLEDA policies and practices   
stand at high level and are updated 
    
 

Satisfactory ACLEDA did not finance 
transactions with environment 
category A. 
Monitoring is done by the 
environment unit of the credit 
division annually for loans 
under $250,000, and 
biannually for loans greater 
than $250,000. 

In the future update of its 
ESMS, ACLEDA is expected 
to include in its exclusion list 
the transboundary trade in 
waste or waste products as 
defined by the Basel 
Convention and an explicit 
inclusion of information 
disclosure and consultation 
provisions in line with the 
SPS requirements. 

 

Low  

3.4. Regional integration: 
Project contributions to 
regional cooperation and 
integration by facilitating trade 
or cross-border financial 
transactions.  

Not applicable      

3.5 Any other project 
development outputs and 
outcomes 

     

4. Overall Rating  Satisfactory    
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ADB = Asian Development Bank, ESHS = environmental, social, health and safety, ESMS = environmental and social management system, GDP = gross domestic 
product, IFI = international financial institution, MSME = micro, small and medium enterprises, PSD = private sector development, PSOD = Private Sector Operations 
Development, RRP = report and recommendation of the President. 
Notes:  
1.  The rating scale for each results area is: Unsatisfactory, Less than Satisfactory, Satisfactory, Excellent, Not applicable. “Excellent” reflects a high level of 

achievement, usually exceeding targets. “Satisfactory” denotes a good level achievement in line with expectations and set targets. “Less than satisfactory” reflects 
a low level of achievement below expectations. “Unsatisfactory” reflects no achievement or significant negative effects. “Not applicable” is used if the project RRP 
does not mention this aspect in its presentation of envisaged project development results, project justification, ADB’s additionality, or the DMF itself, and if negative 
effects are not apparent. 

2.  The scale for the overall rating is: Unsatisfactory, Less than Satisfactory, Satisfactory, Excellent. The overall rating is not an arithmetic mean of the individual 
indicator ratings, and does not have fixed weights. If is primarily based on the level of achievement of envisaged project outcomes as stated in the design and 
monitoring framework, provided these and associated indicators are meaningful for contributing to envisaged DMF development impacts. 

Source: Asian Development Bank. 


