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I. THE PROPOSAL 
 
1. I submit for your approval the following report and recommendation on a proposed equity 
investment of up to $20,000,000 in Mekong Enterprise Fund IV L.P in Viet Nam. 
 
2. Mekong Enterprise Fund IV L.P. (MEF IV, the fund) is a private equity (PE) fund 
established as a Cayman Islands exempted limited partnership with an expected fund size of 
$250 million.1 [This information has been removed as it falls under the exception to disclosure in 
ADB’s Access to Information Policy, para. 17.2.(v)]. 

 
3. MEF IV is expected to provide growth capital to 10 to 14 mainly privately owned 
companies, including small and medium-sized enterprises (SMEs), operating primarily in the 
consumer, education, health care, and financial services sectors in Viet Nam. 2  Companies 
operating in these sectors often lack access to affordable growth capital given limited equity 
financing sources in Viet Nam, and challenges in accessing traditional bank financing without the 
hard assets to pledge as collateral. MEF IV is expected to invest in family-owned and/or managed 
companies that require assistance in modernizing business practices (including by adopting 
digital technology), improving environmental, social and governance (ESG) standards, and 
strengthening management capacity through trainings and new hires. The Asian Development 
Bank’s (ADB) proposed investment in MEF IV will, therefore, help improve access to financing for 
SMEs and deepen the capital markets in Viet Nam, thereby supporting the growth of the private 
sector and the emerging class of entrepreneurs.  
 

II. THE FUND 
 
A. Investment Identification and Description 
 
4. [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 
5. [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)].  
 
6. Investment identification. ADB was an investor in Mekong Enterprise Fund (MEF I) and 
Mekong Enterprise Fund II (MEF II) and identified the current proposed investment through this 
ongoing relationship.  [This information has been removed as it falls under the exception to 
disclosure in ADB’s Access to Information Policy, para. 17.2.(v)]. 
 
7. The proposed investment in MEF IV will enable ADB to support the growth of well-
managed SMEs in Viet Nam. Most of these SMEs lack the asset base to qualify for traditional 
financing from banks, which tend to favor large corporates and businesses that are better 
positioned to pledge hard assets against loans. The growing PE market in Viet Nam has 
consequently emerged as a critical source of growth capital especially for SMEs, which play a 
vital role in Viet Nam’s economic development. For example, SMEs constitute 98% of all 
enterprises in Viet Nam, account for about 40% of Gross Domestic Product (GDP), and contribute 

 
1  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
2  A climate change target amount cannot be specified as this is an equity investment into a fund (as opposed to a 

direct equity investment into a company) and hence, the composition of the underlying investee companies is not yet 
known. 
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to 50% of employment. 3 By investing in MEF IV, ADB will be able to support  sectors such as 
education, health care and financial services that can generate strong developmental outcomes 
in Viet Nam.  
 
B. Business Overview and Strategy 
 
8.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 
9.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 
10. MEF IV looks to invest in high growth, consumption-driven companies in Viet Nam that 
are benefitting from an economy that has grown at an average compound annual growth rate of 
6.1% from 2010 to 2018. In 2018, Viet Nam’s GDP growth rate reached 7.1%, one of the highest 
rates in Asia. 4 Viet Nam is expected to continue generating strong growth for the foreseeable 
future driven mainly by: 

(i) Rising middle-class. Viet Nam has a rapidly emerging middle class, which 
currently accounts for 13% of the population. 5 The World Bank expects Viet Nam’s 
middle class to reach 26% of the population by 2026 and 50% of the population by 
as early as 2035. 6  

(ii) Private sector growth. The number of companies in Viet Nam has increased from 
approximately 40,000 in the year 2000 to nearly 715,000 by the end of 2018, 
mainly driven by the expansion of the private sector. 7 Meanwhile, the number of 
foreign owned companies in Viet Nam has reached more than 16,000 by the end 
of 2017 (see footnote 7).  

(iii) A globally integrated economy. The Vietnamese government has been 
implementing a series of wide-ranging regulatory changes and reforms directed 
towards integrating Viet Nam with the global economy. Viet Nam already shares 
the top rank in Southeast Asia with Singapore for memberships in bilateral and 
multilateral free trade agreements. 8  

(iv) Political stability. Viet Nam’s stable political system has been ranked second only 
to Singapore among countries in the Association of Southeast Asian Nations plus 
the People’s Republic of China by the World Bank. 9  

 
C. Ownership, Management, and Governance 
 
11. [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 10, 11 

 
3 P. Samuel. 2019. Government Incentives for SMEs in Vietnam. Vietnam Briefing. 3 September 2019; D. Dougn. 

What can be done to help Vietnam’s SMEs. Vietnam Insider. 16 May 2018.  
4  The World Bank. 2019. GDP growth (annual%) – Vietnam (accessed 24 April 2020).   
5  The World Bank. The World Bank In Vietnam. 
6 World Bank Group, Ministry of Planning and Investment of Vietnam. 2016. Vietnam 2035: Toward Prosperity, 

Creativity, Equity, and Democracy. 
7  Statistical Summary Book of Viet Nam 2018 by Viet Nam General Statistics Office Page 206, Page 211.  
8  Hong Kong trade Development Council. Vietnam Market Profile.  
9  KPMG Vietnam. 2019. South East Asia Manufacturing: “China plus One” considerations for new investments. June. 
10  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
11  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 

https://www.vietnam-briefing.com/news/government-incentives-smes-vietnam-2-new-circulars.html/
https://vietnaminsider.vn/what-can-be-done-to-help-vietnams-smes/
https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?locations=VN
https://www.worldbank.org/en/country/vietnam/overview
https://openknowledge.worldbank.org/handle/10986/23724
https://openknowledge.worldbank.org/handle/10986/23724
https://research.hktdc.com/en/article/MzU3ODA1MjA4
https://home.kpmg/content/dam/kpmg/vn/pdf/publication/2019/South%20East%20Asia%20Manufacturing.pdf
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12.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 
13.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 12 

 
14.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)].13 
 
15. [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)].14 

 
16.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)].15, 16 
 
17. Advisory committee. An advisory committee comprising representatives of certain 
investors in the fund will be formed to consider matters related to potential conflicts of interest, to 
exercise its right to consent to certain matters in accordance with the provisions of the limited 
partnership agreement, and to act in an advisory role to the GP and its advisor. MEF IV has 
agreed to reserve a seat on the advisory committee for ADB.  
 
18. [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 
19.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 
D. Financial Performance 
 
20. [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 

III. THE PROPOSED ADB ASSISTANCE 
 
A. The Assistance 
 
21. ADB intends to make an equity investment of up to $20 million in Mekong Enterprise Fund 
IV L.P, representing 8% of the expected fund size. ADB’s proposed investment will not exceed 
25% of the fund’s total committed capital and will not result in ADB being the single largest investor 
in the fund. 
 

 
12  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
13  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
14  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
15  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
16  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
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B. Financial Analysis of Expected Returns and Assumptions 
 
22.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 
C. Implementation Arrangements 
 
23.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)].17 
  
24. Reporting arrangements. MEF IV will provide ADB with quarterly reports and audited 
annual financial statements, an overview of the portfolio with brief information on each portfolio 
company’s financial performance and valuation, an annual development effectiveness monitoring 
report, and an annual environmental and social monitoring report (ESMS). ADB will review this 
information to ensure that MEF IV provides the required information and clarification. If the 
information received raises issues that could impair the value of ADB’s investment in the fund, 
ADB could decide to put the fund on a watch list for more frequent review and closer attention. 
 
D. Value Added by ADB Assistance 
 
25. Private sector development. ADB’s investment in MEF IV is expected to encourage 
private sector investments in Viet Nam from other like-minded institutional investors. ADB’s 
participation is also aimed to promote sustainable operations and governance best practices 
across investee companies of the fund, and through a demonstration effect, set standards for 
other Vietnamese corporates to emulate. By assisting in the growth of the fund’s investee 
companies, ADB’s investment can also promote the benefits of PE as a funding option. 
 
26. Capital mobilization and strategy validation. ADB’s participation is expected to attract 
additional institutional capital and allow the fund to reach its target size. ADB’s investment in the 
fund is also expected to help MEF IV achieve a diversified, well-balanced institutional investor 
base for the fund. In addition, ADB’s participation will provide validation of the fund’s strategy, and 
its commercial and developmental attributes. 
 
27. Gender inclusiveness. ADB’s gender additionality is expected to see Mekong Capital 
become a more gender inclusive investment advisor through a more gender inclusive work force 
with a more women-friendly policy environment.  

 
28. Setting standards. ADB will provide assistance to MEF IV to enhance and continuously 
implement its ESMS. The enhanced ESMS will incorporate ADB SPS (2009) requirements in the 
investment screening, impact assessment, monitoring and reporting phases. In addition, ADB will 
seek to provide oversight on governance and issues relating to potential conflicts of interest as a 
member of MEF IV’s advisory committee. 
 
29. Co-financing opportunities. MEF IV values ADB’s ability to provide both debt and equity 
financing directly to portfolio companies to help them grow. 

 

 
17  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
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E. Risks 
 
30.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 
31.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 

 
32.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)].  
 
33.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)].  
 
34.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 

 
35.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 
 

IV. DEVELOPMENT IMPACTS AND STRATEGIC ALIGNMENT 
 
A. Development Impacts, Outcome, and Outputs  
 
36. Impacts. The project is aligned with the following impacts: (i) contribute to the deepening 
of capital markets in Viet Nam, and (ii) through investments in SMEs, support sectors such as 
education, health care and financial services that have important development impacts in Viet 
Nam.  
 
37. Outcome. Demonstrate financial sustainability and operational value addition of PE 
investments. 
 
38. Outputs. Includes the following: (i) Mekong Enterprise Fund IV L.P. is established; (ii) 
capital is invested; and (iii) Mekong Capital becomes a more gender-inclusive employer. 
 
B. Alignment with ADB Strategy and Operations 
 
39. Consistency with ADB strategy. The proposed investment in MEF IV aligns strongly 
with operational priorities outlined in ADB’s Strategy 2030. 18 These include: (i) addressing poverty 
and reducing inequalities by generating quality jobs to support inclusive growth for all; and (ii) 
accelerating progress in gender equality. Strategy 2030 also supports expanding private sector 
operations, including expanding regional reach through PE funds, supporting greater financial 
inclusion, strengthening the finance sector in capital markets, and widening geographical 
coverage. 
 
40. Consistency with country strategy. The proposed investment is consistent with ADB’s 
country partnership strategy for Viet Nam, 2016-2020, which focuses on: (i) promoting job creation 

 
18 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila. 

https://www.adb.org/sites/default/files/institutional-document/435391/strategy-2030-main-document.pdf
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and competitiveness; and (ii) increasing the inclusiveness of infrastructure and service delivery, 
including improving access to quality education. 19 
 
41. Consistency with sector strategy and relevant ADB operations. The proposed 
investment in MEF IV is consistent with ADB’s Financial Sector Operations Plan and its 
subsequent review in 2017, which prioritize improved access to capital markets and regional 
cooperation and integration. 20  The investment is consistent with ADB’s Education Sector 
Operational Plan, which promotes quality of education. 21 Mekong Capital’s current and past 
investments include the following companies in the education sector in Viet Nam: Yola (provider 
of English training and academic test preparation) and Vietnam Australia International School 
(provider of bi-lingual K-12 education). In addition, the proposed investment is consistent with 
ADB’s Operational Plan for Private Sector Operations, which focuses on using various products, 
including PE funds, to deploy and mobilize equity capital to support a portfolio of SMEs in realizing 
their expansion plans. 22  

 
42.  [This information has been removed as it falls under the exception to disclosure in ADB’s 
Access to Information Policy, para. 17.2.(v)]. 23 
 

V. POLICY COMPLIANCE 
 
A. Safeguards and Social Dimensions 
 
43. ADB has categorized the investment to be in compliance with ADB’s Safeguard Policy 
Statement (SPS) 2009. 24 
 
44. Category FI. ADB has assessed the investment's potential environment and social 
impacts, its risks associated with MEF IV’s likely future portfolio and its commitment and capacity 
for environmental and social management. MEF IV’s likely future portfolio is not expected to 
finance major infrastructure development or generate significant, adverse, irreversible or diverse 
environmental and social impacts or risks, require involuntary resettlement or adversely or 
beneficially affect distinct and vulnerable ethnic minority communities.  

 
45. Mekong Capital’s existing ESMS requires the fund to screen, assess, and address 
environmental and social risks of proposed investee companies and obliges portfolio companies 
to operate in accordance with applicable national laws and regulations, and to implement any 
corrective action plans. The ESMS prohibits the fund from investing in any potential investment 
that may be categorized as A for environment, involuntary resettlement or indigenous peoples 
(and will be revised so that it is clear that such categorization is in accordance with ADB’s SPS). 
Furthermore, ADB is negotiating the right to be exempted from contributing capital to any 
proposed investment classified as B against SPS requirements on involuntary resettlement or 
indigenous peoples. Mekong Capital has committed to enhancing its ESMS to satisfy ADB by: (i) 
incorporating ADB’s Prohibited Investment Activities List and ADB Category A criteria in its 

 
19 ADB. 2016. Country Partnership Strategy: Viet Nam, 2016−2020—Fostering More Inclusive and Environmentally 

Sustainable Growth. Manila. 
20 ADB. 2017. Review of Financial Sector Operational Plan. Manila; and ADB. 2011. Financial Sector Operational Plan. 

Manila. 
21 ADB. 2010. Education by 2020 – A Sector Operation Plan. Manila. 
22 ADB. 2019. Operational Plan for Private Sector Operations 2019-2024. Manila. 
23  [This information has been removed as it falls under the exception to disclosure in ADB’s Access to Information 

Policy, para. 17.2.(v)]. 
24 ADB. Safeguard Categories. 

https://www.adb.org/sites/default/files/institutional-document/199661/cps-vie-2016-2020.pdf
https://www.adb.org/sites/default/files/institutional-document/199661/cps-vie-2016-2020.pdf
https://www.adb.org/documents/review-2011-fin-sector-operational-plan
https://www.adb.org/documents/financial-sector-operational-plan
https://www.adb.org/sites/default/files/institutional-document/31343/education-2020.pdf
https://www.adb.org/sites/default/files/institutional-document/558661/op-private-sector-operations-2019-2024.pdf
https://www.adb.org/site/safeguards/safeguard-categories
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investment screening process; (ii) requiring investments to (a) comply with ADB’s SPS; (b) take 
certain measures in respect of internationally recognized core labor standards, pursuant to ADB’s 
Social Protection Strategy 2001; and (c) abide by applicable national laws and regulations; (iii) 
timely informing ADB of upcoming investments and submitting relevant environmental and social 
due diligence documentation to ADB prior to capital calls; (iv) improving its reporting and 
disclosure processes to ADB and the affected people; and (v) preparing an environmental and 
social training program tailored to the needs of the fund. 25 
 
46. Some gender elements. Following ADB’s Policy on Gender and Development (1998), 
Mekong Capital will incorporate measures to promote gender equality and/or women’s 
empowerment in its business activities, including (i) strengthening Mekong Capital’s anti-sexual 
harassment policy; and (ii) implementing an internship program for at least two women graduates 
or students each year in its investment advisory team. Mekong Capital will submit periodic reports 
on implementation of gender measures to ADB. 
 
B. Anticorruption Policy 
 
47. MEF IV was advised of ADB’s policy of implementing best international practices relating 
to combating corruption, money laundering and the financing of terrorism. ADB will ensure that 
the investment documentation includes appropriate provisions prohibiting corruption, money 
laundering, and the financing of terrorism; and remedies for ADB in the event of noncompliance. 
 
C. Investment Limitations 
 
48. The proposed equity investment is within the medium-term, country, industry, group, and 
single exposure limits for nonsovereign investments. 
 
D. Assurances 
 
49. Consistent with the Agreement Establishing the Asian Development Bank (the Charter), 26 
ADB will proceed with the assistance upon establishing that the Government of Viet Nam has no 
objection to the proposed assistance to the fund. ADB will enter into suitable finance 
documentation in form and substance satisfactory to ADB, following approval of the proposed 
assistance by the ADB Board of Directors. 
 

VI. RECOMMENDATION 
 
50. I am satisfied that the proposed equity investment would comply with the Articles of 
Agreement of the Asian Development Bank (ADB) and recommend that the Board approve the 
equity investment of up to $20,000,000 from ADB’s ordinary capital resources in Mekong 
Enterprise Fund IV L.P. in Viet Nam, with such terms and conditions as are substantially in 
accordance with those set forth in this report, and as may be reported to the Board. 
 

Masatsugu Asakawa  
President 

 
8 May 2020 

 
25 Summary Poverty Reduction and Social Strategy; and Financial Intermediary: Environmental and Social 

Management System Arrangement (accessible from the list of linked documents in Appendix 2). 
26 ADB. 1966. Agreement Establishing the Asian Development Bank. Manila. 
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DESIGN AND MONITORING FRAMEWORK 

 
Impacts the Project is Aligned with  

The project is aligned with the following impacts: (i) contribute to the deepening of capital markets in Viet 
Nam, and (ii) through investments in SMEs, support sectors such as education, health care and financial 
services that have important development impacts in Viet Nam. a  
 

 

Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Risks 
Outcome 

Demonstrate 
financial 
sustainability and 
operational value 
addition of PE 
investments  

 

a. At least 80% of the fund’s capital 
is invested in target industries by 
2025 (2020 baseline: 0%) 

b. Fund is profitable (Distributions-
to-paid-in-Capital ratio greater 
than 1.2 times) at ADB’s exit 
(2020 baseline: 0) 

c. Employment of fund investee 
companies grew on an 
aggregate basis by at least 10% 
during the holding period (2020 
baseline: not applicable) 

d. Taxes paid by fund investee 
companies increased by 10% on 
an aggregate basis during the 
holding period (2020 baseline: 
not applicable) 

 

a-d. The fund’s annual 
development 
effectiveness 
monitoring report and 
quarterly and annual 
reports of the fund 

 

Market 
dynamics and 
sector cycles 
negatively 
impact 
investment 
opportunities 
within target 
industries 

Unfavorable 
macroeconomic 
conditions lead 
to general low 
returns and 
unsuccessful 
exits from 
investments 

 

Outputs 
1. Mekong 

Enterprise 
Fund IV L.P. is 
established 
 
 

2. Capital is 
invested 

 
 
 
3. Mekong Capital 

becomes a 
more gender 
inclusive 
employer  

 
1. The fund is established with at 
least $200 million in aggregate 
commitments by final closing by Q3 
2020 (2020 baseline: not applicable) 
 
 
2. At least 80% of the fund's capital 
is deployed among portfolio 
companies by 2025 (2020 baseline: 
0%)  
 
3a. Strengthen implementation of 
Mekong Capital’s anti-sexual 
harassment policy by: 

i. including mandatory 
training for all new 
onboarding staff on the 
company anti-sexual 
harassment policy by Q4 

 
1-3 The fund’s annual 
development 
effectiveness 
monitoring report and 
quarterly and annual 
reports of the fund 
 

 
Investment 
pipeline is 
weaker than 
expected 
leading to 
deployment 
challenges 
 
Strong 
competition from 
other investors 
reduces 
attractiveness of 
investment 
opportunities 
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Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Risks 
2021 (2020 baseline: not 
applicable) 

ii. developing a formal and 
appropriate reporting 
mechanism by Q4 2021 
(2020 baseline: not 
applicable) 

iii. including in the company’s 
annual staff test on internal 
labor rules questions on the 
anti-sexual harassment 
policy by Q4 2021 (2020 
baseline: not applicable) 

3b. Mekong Capital implements an 
internship program for at least two 
women graduates or students each 
year in its investment team by Q4 
2021 (2020 baseline: not 
applicable) 
 

 

Key Activities with Milestones 
  
 Output 1: Mekong Enterprise Fund IV L.P. is established 

1.1 Execute ADB’s legal documentation by Q3 2020. 
1.2 ADB and other investors invest in the fund by Q3 2020. 

 Output 2: Capital is invested 
2.1 The fund sources, screens, and invests in companies from 2020 to 2024. 

Output 3: Mekong Capital becomes a more gender-inclusive employer  
3.1 Mekong Capital implements an internship program for at least two women graduates or students 

each year in its investment team by Q4 2021. 

Inputs 
ADB: Up to $20 million (equity) 

Assumptions for Partner Financing 
Not Applicable  

ADB = Asian Development Bank, Q = quarter.  
Source: Asian Development Bank. 
a Defined by the project. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/RRPs/?id=54044-001-4 

 
1. Sector Overview 
2. Ownership, Management, and Governance 
3. Details of Implementation Arrangements 
4. Contribution to the ADB Results Framework 
5. Financial Analysis 
6. Country Economic Indicators 
7. Summary Poverty Reduction and Social Strategy 
8. Environmental and Social Management System: Audit Findings and Details of 

Arrangement 
 

http://www.adb.org/Documents/RRPs/?id=54044-001-4
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