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BASIC DATA 
Senior Loan: LOLC Micro Credit (LOMC) 

Broadening Access to Finance for Micro, Small and Medium-Sized Enterprises   
(Loan No. 3324 – Sri Lanka) 

Key Project Data 

As per ADB Loan 
Documents 

($ million) 
Actual 

($ million) 

   ADB investment: 25.0 25.0 

   Committed 25.0 25.0 
   Disbursed 25.0 25.0 
   Outstanding 21.4  21.4  

   

Key Dates   

Concept Clearance Approval 
Board Approval 
Loan Agreement 
Loan Effectiveness 
First Disbursement 
Loan Maturity 

22 June 2015 
20 November 2015 
16 December 2015 
16 December 2015 
11 February 2016 

16 December 2020 

 

Project Administration and Monitoring  Number of Missions No. of Person-Days 

Investment Administration 1 3 
XARR 1 3 

  ADB = Asian Development Bank, XARR = extended annual review report. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

  

EXECUTIVE SUMMARY 
 
In November 2015, the Board of Directors of the Asian Development Bank (ADB) approved a $25 
million senior loan to LOLC Micro Credit (LOMC), the largest microfinance institution (MFI) in Sri 
Lanka.  The loan was part of a $100 million financing package for micro, small, and medium-sized 
enterprises (MSMEs) that also included an A loan of $30 million and a B loan of $45 million to 
LOLC Finance (LOFC), a leasing company specializing in small- and medium-sized enterprises 
(SMEs).  Both LOMC and LOFC were subsidiaries of Lanka ORIX Leasing Company (LOLC), the 
largest non-bank financial intermediary (NBFI) in Sri Lanka. The objective of the project was to 
support the growth plans of LOMC and LOFC and improve access to finance for MSMEs in Sri 
Lanka. This extended review report is on the ADB loan to LOMC. 
 
Sri Lanka had experienced rapid growth following the end of the conflict in 2009. However, 70% 
of the population remained unbanked and access to finance was a key constraint for MSME 
development. Promoting financial sector development, inclusive growth, and gender equality 
were key priorities for the Government of Sri Lanka and ADB’s Interim Country Partnership 
Strategy, 2015–2016. LOMC had built a successful operation reaching micro-enterprises and had 
ambitious expansion plans. It sought external financing to complement limited domestic 
resources, caused by the underdeveloped state of the local capital markets and Central Bank of 
Sri Lanka (CBSL) regulations prohibiting MFIs from raising deposits. ADB loan was accompanied 
by ADB regional technical assistance (RETA) providing support in areas like new product 
development market strategy as well as enhanced credit risk assessment and monitoring for the 
MSME segment. In addition, the RETA supported LOFC with the implementation of its gender 
action plan to effect gender mainstreaming, and improvements of an existing environmental and 
social management system (ESMS). 
 
Sri Lanka experienced some macro-economic difficulties in the period following the loan approval, 
with fiscal and external deficits leading to slower growth, higher inflation, and currency 
depreciation. The MFI market also became more competitive with other lenders attracted to the 
sector. Nevertheless, LOMC achieved rapid growth and expanded its reach, with good growth in 
the total loan portfolio from October 2015 to September 2017. LOMC also continually adjusted its 
product mix and identified new market niches, such as housing loans for gradual home extensions 
and loans to lower-end SMEs. 
 
In March 2018, LOMC and LOFC merged, with LOMC operations absorbed into LOFC. This offers 
the opportunity to further expand the reach and impact of the combined entity, offering a full range 
of financing products to high-potential micro-entrepreneurs and raising deposits from previously 
unbanked population groups. 
 
The impact of the project on private sector development and ADB strategic development 
objectives is rated excellent. LOMC has achieved or exceeded the growth, sustainability, and 
impact targets set at appraisal. The success of LOMC has attracted other NBFIs to microfinance, 
leading to improved access to finance for MSMEs in Sri Lanka. The unique business model of 
LOMC, based on smaller groups (maximum 3 members), monthly repayments, and borrower 
assistance, is being replicated in other Asian countries and has attracted interest from many 
development institutions. 
 
LOMC is the only financial institution in Sri Lanka to have achieved Client Protection Principles 
(CPP) certification from The Smart Campaign, an internationally recognized campaign that 
encompasses core Client Protection Principles to help microfinance institutions practice good 
ethics and adhere to core principles in areas such as appropriate product design, prevention of 
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over-indebtedness, responsible pricing, fair treatment of clients, and transparency. For these 
reasons, this can be considered a landmark project with exceptionally positive impacts on 
economic growth and inclusive access to finance in Sri Lanka and the region, justifying a rating 
of excellent. 
 
Business success is rated satisfactory. LOMC has achieved significant profitability over the years 
with good return on average equity (ROAE) and return on average assets (ROAA) as of Q2 
FY2018. It has a pool of diversified lenders including international financial institutions and social 
impact lenders. LOMC is a market leader in microfinance. LOMC’s has significant compounded 
annual growth rate of its total loan portfolio (FY2014–FY2017) reflects the growing franchise of 
LOMC in the microfinance industry in Sri Lanka. 
 
The economic performance of the project is rated satisfactory based on the business success of 
LOMC, which has been achieved without major distortions in the markets served. The project has 
provided access to finance for under-served groups, improving housing for low-income groups, 
and providing advisory support in areas with important social and environmental benefits.  LOMC 
also provided important inputs to the Microfinance Act No 6 of 2016 through the Association of 
Finance and Leasing Companies of which it is an active member. 
 
The environmental, social, health, and safety performance of LOMC is rated satisfactory. The 
company portfolio has been categorized as financial intermediary (FI) and treated as C for the 
environment, involuntary resettlement, and indigenous people.  
 
LOMC already had a sustainability policy to meet the requirements of national laws and of other 
bilateral and social impact investors and received further support through the RETA for Capacity 
Building of Financial Institutions in South Asia.  As an MFI targeting low-income and women 
borrowers and providing advisory assistance in key social and environmental areas, the project 
generates significant environment, social, health, and safety (ESHS) benefits. RETA is also 
supporting LOMC in its implementation of a gender action plan.  
 
ADB additionality is rated satisfactory. LOMC needed additional resources to fund its growth but 
was precluded from raising deposits by CBSL regulations and had limited access to the domestic 
capital market and international lenders. The ADB loan also raised the international profile of 
LOMC, helping attract financing from other sources. The RETA provided by ADB, which helped 
LOMC refine its credit procedures and reach new market segments, would not have been 
available from commercial funding sources. 
 
ADB investment profitability is rated satisfactory.  Pricing was in line with ADB policies and similar 
to comparable loans from other sources. The loan has not incurred any payment delays and is 
expected to be repaid on time.   
 
The quality of ADB work is rated satisfactory based on its satisfactory performance in the project 
appraisal and monitoring. The selection and assessment of LOMC was sound, and the merger 
request and related covenant waivers were promptly handled by ADB. 
 
This extended annual review report (XARR) rates the project as highly successful, based on the 
excellent development impact achieved and the satisfactory performance on all other evaluation 
dimensions.





 

 

I. THE PROJECT 

A. Project Background 

1. In November 2015, the Board of Directors of the Asian Development Bank (ADB) 
approved senior loans of $100 million for financing of micro, small, and medium-sized enterprises 
(MSMEs) in Sri Lanka consisting of a $75 million loan to LOLC Finance (LOFC), consisting of an 
A loan of up to $30 million and a B loan of up to $45 million; and a $25 million loan to LOLC Micro 
Credit (LOMC). Both LOMC and LOFC were subsidiaries of Lanka ORIX Leasing Company 
(LOLC), the largest non-bank financial intermediary (NBFI) in Sri Lanka in terms of assets, with 
whom ADB had a long-standing business relationship. LOFC provided mainly leasing and asset-
backed financing to SMEs while LOMC focused on microfinance with loans. Both institutions had 
separate operations and staff but shared some facilities such as office space in certain locations. 
Both companies also commonly shared human resources, treasury, and administration functions. 
This evaluation assesses the ADB loan to LOMC. 
 
2. LOMC was the largest microfinance institution (MFI) in Sri Lanka as of June 2018.  
Established in 2009, it was 80% owned by LOLC and 20% by The Netherlands Development 
Finance Company (FMO). It had 128 branches and outlets across the country and served 250,000 
clients, 70% of which were women. LOMC offered microloans to group or individual borrowers, 
micro-leases, and gold loans and/or pawning. LOMC had developed a unique business model 
that included (i) smaller groups (as little as three instead of six members), (ii) monthly (instead of 
weekly) repayments, and (iii) advisory assistance to borrowers on a wide range of subjects (e.g., 
the importance of saving and group purchases). 
 
3. A merger between LOFC and LOMC has been approved by the boards of LOFC and 
LOMC and by the Central Bank of Sri Lanka (CBSL) and was completed in March 2018. ADB and 
other lenders to both institutions consented to the merger. The merger is expected to result in 
important business and financial benefits, which will be considered in the assessment of the future 
sustainability and development impact of the combined entity. 
 
4. Sri Lanka experienced rapid growth following the end of the conflict in 2009 and has a 
large number of banks relative to its population. However, an estimated 70% of the population 
remained unbanked. A 2011 study by the International Finance Corporation identified access to 
finance as a key constraint for MSME development.1  The project was in line with ADB’s Strategy 
2020 and the Sri Lanka Country Partnership Strategy, which focused on building financial 
institutions and services in Sri Lanka with a view to enhancing growth and access to financial 
services for all socio-economic groups.2 Promoting inclusive growth, gender equality, and 
development of less-advanced and rural areas were identified as particular priorities for ADB.   
 
5. Both LOFC and LOMC were market leaders in their respective sectors and had built 
successful operations reaching lower-end SMEs and microenterprises, which were under-served 
by the formal financial system. LOMC had ambitious expansion plans and sought external 
financing to complement its limited domestic and international resources. 
 
 

                                                
1 International Finance Corporation. 2013. Closing the Credit Gap for Formal and Informal Micro, Small, and Medium 
Enterprises. Washington, DC. 

2 ADB. 2012. Midterm Review Strategy of 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila; 
ADB. Year. Sri Lanka Partnership Strategy. Manila 
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B. Key Project Features 
 
6. The ADB senior loan of $25 million to LOMC was signed on 16 December 2015. The loan 
has a maturity of 5 years and a grace period of 1.5 years.   
 
7. The project was structured as a loan to a financial intermediary engaged in microfinance, 
relying on LOMC’s established record and expertise as the leading MFI in Sri Lanka. LOMC had 
benefited from technical assistance (TA) received previously from bilateral agencies and ADB, 
including on microlending, social impact assessment, and treasury risk management. To further 
strengthen its operations, LOMC is receiving support through ADB Regional Technical Assistance 
(TA) for Capacity Building of Financial Institutions in South Asia.3 The assistance would cover key 
areas such as leadership training, market research, new product development, credit risk 
management for the MSME segment, development of an environmental and social management 
system, and borrower assistance. 
 
C. Progress Highlights  

8. The loan of $25 million was disbursed in a lump sum payment on 11 February 2016. LOMC 
is current on all interest and fee payments, and reimbursements. Principal repayments 
commenced in December 2017. 
  
9. LOMC is expected to benefit substantially from the planned merger with LOFC through 
the ability to raise deposits from its existing borrowers, follow customers who graduate from micro 
to SME lending, and offer the full range of LOMC and LOFC products, including microfinance, 
working capital loans, insurance, and Islamic finance. 

 
II. EVALUATION 

A. Project Rationale and Objectives  

10. The project aimed to improve access to finance for MSMEs in Sri Lanka, and thereby 
boost economic growth as well as social inclusion, which were key priorities for the Government 
of Sri Lanka. The project complies with the ADB Strategy 2020 in its goal of supporting the 
financial sector through strengthening financial institutions and promotion of products and 
services (footnote 2). Strengthening of financial institutions will be achieved by the deepening of 
financial markets and on-lending to MSMEs through the project. Boosting financial sector 
development and financial inclusion are also key planks of the ADB Sri Lanka Country Partnership 
Strategy (footnote 2).   
 
11. LOMC had an established record in microlending and had ambitious and well thought out 
growth plans. At the same time, it had limited access to domestic resources since leasing 
companies were precluded from raising deposits and the domestic capital market was 
underdeveloped. LOMC therefore relied on financial support from development agencies such as 
ADB, FMO and Proparco, and from impact investors like ResponsAbility Symbiotics.  
   

                                                
3 ADB. 2014. Technical Assistance for Promoting Capacity Building in Financial Institutions in Emerging Countries in 
South Asia. Manila.   
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B. Development Results 

12. The development impact is rated excellent in terms of (i) contribution to private sector 
development and ADB strategic development objectives; (ii) business success; (iii) economic 
performance; and (iv) environmental, social, health, and safety aspects. 
 

1. Contribution to Private Sector Development and ADB Strategic Objectives 

13. The project’s contribution to private sector development and ADB strategic development 
objectives is rated excellent. The project has already met or is on target to meet or exceed all 
output, outcome, and impact indicators defined in the design and monitoring framework (DMF): 
 

Table 1: Design and Monitoring Framework  

Indicators Target Achievement 

Impact: Access to finance for MSMEs in Sri Lanka is broadened 

Outcome: 

• Growth of LOMC’s 
services to MSMEs and 
microfinance borrowers in 
urban and rural areas 
sustained 

 

• Group loan portfolio of LOMC 
increased to 40.0% of its total 
loan portfolio by FY2023 
(2015 baseline: 26.0%)a  
 

• Average total NPL ratio for 
LOMC remains below 5.0% 
per annum from 2015 to 2020 
(2015 baseline: 2.6% from 
2014 to 2015) 
 

• Loan portfolio grows by at 
least 15% annually   
 
 
 

• Average tenor of loans 
increased to 4.5 years by 
2020 (2014 baseline: 4.3 
years)  

 

• Group loan portfolio at year-
end 2017:  39.6% 
 
 
 
 

• Average NPL ratio of 1.5% in 
FY2016, 1.8% in FY2017, 
1.45% in FY2018 
 
 
 
 
 

• Average annual loan 
portfolio growth rate 
FY2014–FY2018:  25% 
 

• Average tenor reported at 3 
years but excludes asset-
backed financing, which 
accounts for 45% of the total 
and has longer maturities 

 

Output: 

• Financial capacity of 
LOMC to service MSMEs 
and microfinance 
borrowers increased 

• Lending products 
available to MSMEs 
expanded 

 

 

• Number of new MSME loan 
accounts opened increased to 
500,000 (of which 75% are for 
women MSMEs) by 2020 
(2015 baseline: 248,000 
MSME loan accounts, of 
which 70% were for women 
MSMEs)b  
 

• Number of group loan 
accounts opened increases to 
375,000 by 2020 (2014 
baseline: 175,000)   
 

• $55 million made available for 
MSMEs from 2016 to 2021 
(LOMC and LOFC) 
 

 

• 440,690 new MSME loan 
accounts as of September 
2017, of which 78% are for 
women 
 

 

 
 
 

• 309,312 new group loan 
accounts as of September 
2017. 
 
 
 

• $168.8 million from LOMC 
made available for MSMEs 
as of September 2017. 
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• At least 20% of the $25 million 
loan provided to LOMC made 
available to women MSME 
 

• Two new financial products 
developed and launched by 
2020   

 

• One financial product 
conceptualized specifically for 
women MSME 

• 78% of MSME loans are for 
women 

 

 

• New housing finance 
products for (incremental 
improvements and repairs) 
were designed. 
 

• Seasonal micro group loan 
for the fishing industry to 
accommodate lack of 
earnings during periods of 
rough seas 
 

• Emergency loans for school 
enrollment fees and 
stationery. 
 

• Microloans with 
accompanying TA in women-
oriented fields (e.g., cross- 
stitching)  

 

LOMC = LOLC Micro Credit, MSME = micro, small and medium enterprises, NPL = non-performing loans, TA = 
technical assistance. 
a These are loans taken on a joint liability basis with a minimum of three members, where the repayment obligation is 
borne by all the members in case of default. 
b MSME accounts are business entities. 

 

14. The DMF demonstrates that LOMC has already achieved, and is on track to exceed, the 
key growth, sustainability, and impact targets set at appraisal. LOMC has achieved particular 
success in reaching low-income groups and women who previously had no or very limited access 
to finance.  In addition, the success of LOMC has attracted other NBFIs to the microfinance sector, 
leading to more competitive market conditions and improved access to finance for MSMEs. 
 
15. The unique business model of LOMC, allowing for smaller sized groups, monthly 
repayments, and accompanying advisory assistance, has already been replicated by LOMC in 
other Asian countries and has attracted interest from many development institutions. 
 
16. The grassroots approach of LOMC, combined with the merger with LOFC (completed in 
March 2018), will help it to (i) reach the often overlooked “missing middle” of successful micro-
entrepreneurs/low-end SMEs, (ii) follow customers over time as they mature from group to 
individual and SME lending, and (iii) offer customers a full range of financial products suited to 
their needs.  
 
17. LOMC also generated a substantial inclusion effect through reaching customers at the 
“bottom of the pyramid”, providing appropriate training and assistance (e.g., on over-
indebtedness, savings culture, and environmental considerations), and improving access to 
housing for low-income groups who can only afford gradual home extensions. The inclusion 
impact will be magnified after the merger with LOFC, which will allow LOMC to raise deposits 
from previously unbanked borrowing customers. 
 
18. LOMC is the first and only financial institution in Sri Lanka to achieve Client Protection 
Principles (CPP) certification from The Smart Campaign, an internationally recognized campaign 
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that encompasses core client protection principles in seven key areas:  appropriate product 
design and delivery, prevention of over-indebtedness, transparency, responsible pricing, fair and 
respectful treatment of clients, privacy of client data, and mechanisms for complaint resolution.  
The CPP certification attests to the client-oriented approach, professionalism, and social 
responsibility of LOMC. 
 
19. For all these reasons, this can be considered a landmark project with exceptionally 
positive impacts and broad repercussions on economic growth and inclusive access to finance 
for MSMEs in Sri Lanka and the region, justifying an excellent rating on this account. 
 

2. Economic Performance 

20. The economic performance of the project is rated satisfactory, reflecting the business 
success of LOMC, which has been achieved without benefiting from any significant distortions in 
the markets served. Financial markets in Sri Lanka are competitive and generally well regulated; 
state-owned banks may benefit from a somewhat artificially lower cost of capital, but this seems 
not to have led to major distortions in credit markets and interest rates. 
 
21. The project has generated substantial positive impacts on all major stakeholder groups. 
Borrowers have benefited from improved access to finance at affordable terms. They also gained 
access to advisory services covering a broad range of areas and will be able to open deposit and 
savings accounts following the merger with LOFC. The beneficiaries are mostly low-income 
groups and women who had no or very limited access to financial services. Competition in 
financial markets increased as LOMC demonstrated the viability of microfinance, attracting other 
financial institutions to the market. Other institutions have also imitated the successful business 
practices of LOMC. The CPP certification can be expected to have a further demonstration impact 
on other banks and NBFIs. The project generally stimulated private sector investment and growth 
by helping micro-entrepreneurs create and expand businesses, and by helping successful 
microenterprises grow into formal SMEs. 
 
22. LOMC also participated in discussions and provided valuable inputs to government 
regulators through the Association of Finance and Leasing Companies of which it is an active 
member. This has helped the government devise the Micro Finance Act 6 of 2016, which is 
expected to generate important economic benefits by protecting the public from unscrupulous 
operators and helping the MFI sector develop in a financially and socially sound manner.   
 

3. Environmental, Social, Health, and Safety Performance  

23. The environmental, social, health, and safety (ESHS) performance of LOFC is rated 
satisfactory. The project complies with ADB’s Safeguard Policy Statement. The loan was 
classified in the financial intermediary (FI) category and treated as C for impacts on environment, 
involuntary resettlement, and indigenous people, based on the company’s portfolio. LOFC follows 
the sustainability policy of its parent company, LOLC, which requires all loans to comply with 
national laws. The company is required to screen against the Prohibited Investment Activity List 
and provides representation each year stating that the company did not finance any subprojects 
under the list. The annual environmental and social report submitted to ADB confirms the 
subprojects’ categorization and informs the nature of the loan’s activities, which are mainly used 
for working capital in different industries, such as automobile dealers, housing development, and 
agriculture.  Environmental and social management system (ESMS) is not required for category 
FI-C under SPS but is being developed to improve the bank’s environmental and social 
safeguards capacity. LOMC is receiving assistance in establishing a thorough ESMS and gender 
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mainstreaming system through RETA for Capacity Building of Financial Institutions in South Asia 
(refer footnote 3).  There have been delays in the implementation of this component, due to 
divergent views on the practical applicability of the consultant recommendations, but they are 
being addressed in collaboration between LOFC, ADB, and the consultant. The ESMS is 
expected to be fully operational by year end 2018. 
 
24. As a microfinance project targeting principally low-income and women borrowers, and 
providing advisory assistance in key social (e.g., over-indebtedness, saving culture) subjects, the 
project is expected to generate significant ESHS benefits on the borrowers and the communities 
where they operate. 
 

4. Business Success  
 
25. Business success is rated satisfactory. LOMC has achieved significant profitability with 
good return on average equity (ROAE) and return on average assets (ROAA) as of Q2 FY2018. 
It has a pool of diversified lenders including international financial institutions and social impact 
lenders. LOMC has become the largest microcredit company in Sri Lanka serving nearly 500,000 
clients. It is one of the top 10 largest NBFIs in terms of loans and is also one of the largest 
agriculture financiers in the country. Micro group loans and leases account for the bulk of LOMC’s 
portfolio. 
 
26. In FY2014–FY2017, LOMC expanded its loan book at a good compound annual growth 
rate SLR terms. LOMC was on track to meet ADB’s investment targets on revenues and net 
income. The achievement of business volumes with acceptable asset quality (gross 
nonperforming asset ratio) as at FY2017 is a creditable achievement. 
 
C. ADB’s Additionality 

27. ADB additionality is rated satisfactory. LOMC needed additional resources to fund its 
ambitious growth plans. It was precluded from raising deposits by CBSL regulations, while 
borrowing from the domestic capital market was constrained by the underdeveloped state of the 
latter. LOMC also had limited access to international commercial funding due to its relatively small 
size, riskiness of the markets it pursued, and Sri Lanka country risk considerations. LOMC, 
therefore, had to rely on development institutions and impact investors for financing. 
 
28. The ADB loan complemented the efforts of others and raised the international profile of 
LOMC, which helped it attract financing from other sources. The related TA provided by ADB, 
which would not have been available from commercial funding sources, played an important role 
in helping LOMC refine its credit procedures and reach new market segments.  
 
D. ADB Investment Profitability 

29. ADB investment profitability is rated satisfactory. Pricing was in line with relevant ADB 
policies and cleared by the Office of Risk Management (ORM). The client reported that ADB 
charged a similar interest rate to loans of comparable maturities from other sources. The loan is 
current, has not had any payment delays, and is expected to be repaid in full and on time. The 
income of the merged entity is anticipated to be sufficient to service both outstanding senior loans 
of ADB to LOFC and LOMC. 
 
30. Administrative costs are amortized over a relatively large loan amount, especially when 
considering synergies with LOFC. Both projects were approved and supervised through joint 
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appraisal and review missions, and the merger, which was completed in March 2018, will further 
enhance the synergies. 
 
E. ADB Work Quality 

1. Screening, Appraisal, and Structuring of the Project 
 

31. ADB work quality for screening, appraisal and structuring is rated satisfactory.  The 
selection of LOMC is considered sound, due to its established track record, strong capability, and 
demonstrated a commitment to expanding activities in the target market. The analysis of the 
country circumstances, market, sponsor, financial conditions, and risks was extensive and 
thorough.  However, the DMF could have been somewhat streamlined and more clearly 
articulated; for example, it is not clear why a group lending target of 40% is meaningful (since 
successful group borrowers graduate to individual or SME lending), while targets for group or 
women lending do not need to be expressed in both absolute and percentage terms. The report 
and recommendation of the President4 could also have benefited from a description of the unique 
features of LOMC’s business model and its advantages as well as any potential shortcomings.  
 

 2. Monitoring and Supervision 
 
32. ADB’s monitoring and supervision for LOMC is rated satisfactory. ADB kept itself fully 
apprised of project progress and borrower condition. ADB handled the approval of the merger 
with LOFC and related covenant waivers promptly. The client is pleased with the assistance 
provided and looks forward to continuing the relationship. 
 
33. While the accompanying TA is not the subject of this evaluation, it should be noted that 
some aspects have been satisfactorily implemented, in particular, the leadership training, market 
research, and appraisal procedures for low-end SMEs. The ESMS and gender mainstreaming 
components, however, have not yet been fully implemented (para. 23), though steps have already 
been taken in collaboration between ADB, the client, and the consultant to address shortcomings 
and speed up the implementation of the new system. 
  
F. Overall Evaluation 
  
34. The ADB senior loan project with LOMC is rated highly successful overall, based on the 
excellent development impact achieved and the satisfactory performance on all other evaluation 
dimensions:  

                                                
4  ADB.2015. Report and Recommendation of the President to the Board of Directors. Manila. 
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Table 2: Evaluation of ADB’s Senior Loan to LOLC Micro Credit  

Item Unsatisfactory 
Less than 

Satisfactory Satisfactory Excellent 

Development Results    √ 
(i) Private sector development and ADB 

strategic development objectives 
  

 √ 

(ii) Business success   √  
(iii) Economic performance   √  
(iv) Environment, social, health, and safety   √  
ADB Additionality   √  
ADB Investment Profitability   √  
ADB Work Quality    √  
(i) Screening, appraisal, and structuring    √  
(ii) Monitoring and supervision   √  

Overall Rating   Highly Successful 
   ADB = Asian Development Bank. 
 Source: Asian Development Bank.  

 
III.  ISSUES, LESSONS, AND RECOMMENDED FOLLOW-UP ACTIONS 

 
A. Issues and Lessons 

 
35. The project underscores the value of supporting established financial intermediaries with 
activities and objectives that are fully aligned with ADB and country strategies, especially when 
they need external financing to support their development plans. 
 
36. The project also highlights the importance of following successful MFI clients as they 
graduate from group lending and set up high-potential small businesses. Successful microfinance 
institutions should continuously expand their offering and adjust their product mix to be able to 
continue serving the needs of their successful microloan customers. In addition to traditional 
microfinance loans, this may mean offering products such as individual loans, asset-backed 
finance, working capital loans, and insurance.   
 
37. The project also demonstrates both the importance of accompanying TA, which played an 
important role in helping the client develop new markets and approaches and the need for close 
TA supervision as well as client involvement. One particular suggestion is to hold periodic tripartite 
review meetings (via physical meetings or video conference), where the client and consultant 
review the progress of TA implementation and discuss any emerging issues or questions. The 
responsible ADB officer(s) should attend these meetings, and if necessary, step in to try and 
resolve any outstanding issues. Other suggestions are to allow greater client participation in the 
selection of consultants; break up contracts into smaller pieces to allow more targeted selection 
of consultants; and enhance coordination between the relevant TA administrators and client 
relationship managers in ADB. 
 
B. Recommended Follow-Up Actions 

 
38. LOMC and LOFC are replicating their business model through microfinance ventures 
established already in Cambodia, Myanmar, Bangladesh, and Pakistan, and soon in Indonesia 
and the Philippines. These investments are managed through a Singapore holding company, with 
hands-on establishment and management support from LOLC. ADB should actively consider 
financial and advisory assistance for the Singapore holding company. LOLC has expressed the 
need for high-level advice both on its business strategy and organizational structure, as it expands 



9 

 

to a growing number of countries and markets.  ADB could play an important role magnifying the 
impact of the successful LOMC approach across other developing member countries, help the 
group manage its ambitious expansion plans effectively, and draw lessons of experience for all 
MFI operations in a timely fashion. 
 
39. ADB should continue to closely follow the merged entity, to ensure the expected benefits 
of the merger materialize and any integration difficulties (e.g., of the technology or human 
resources) are properly addressed. 
 
40. ADB should also continue following up on the implementation of the accompanying TA, to 
make sure its positive lessons are properly absorbed, and any shortcomings addressed. The 
follow ups include the ESMS system and the piloting and roll-out of the new appraisal and 
supervision techniques for smaller SMEs. 
 



 

 

 




