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AMRET IS PLAYING AN
«
IMPORTANT ROLE FOR THE

CAMBODIAN PEOPLE, ESPECIALLY
THOSE WITH LOW INCOMES IN
RURAL AREAS. WITHOUT US
THEY WOULDN’T HAVE ACCESS
TO FINANCIAL SERVICES, BUT
THROUGH US THEY CAN OBTAIN
THE MEANS TO GENERATE THEIR
OWN INCOME.

»

CHEA PHALARIN, AMRET CEO

institution license in Cambodia, followed by the license
to collect deposits in 2009, soon after the respective
legislation was introduced in Cambodia. This not only
allowed Amret to offer its clients the possibility to save
formally, but also increased its local credit supply.
Amret currently has 400,000 clients (both depositors
and borrowers) - served by 156 branches in all 25
provinces - and is targeting to reach 450,000 by the
end of 2018.
Amret is a subsidiary of the Advans Group, an
international microfinance group focused on building
strong and financially-inclusive financial institutions.
In 2008, Advans became a lead shareholder of Amret,
which benefitted the institution by giving it access
to the resources of the group, assisting Amret in

MEETING AMRET
Amret Microfinance Institute had its beginning in
1991 when a French NGO piloted a credit project,
seeking to test the possibilities of microcredit for the
low-income and rural population in Cambodia. During
its first years, the political environment was still
unstable, and the underdeveloped road infrastructure
created difficulties in physically reaching most of the
population, particularly during the rainy season – a
challenge still existing today albeit to a lesser extent.
In 2001, Amret obtained the first microfinance
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improving its efficiency as well as providing employee
training and capacity building.
Small loans constitute the majority of Amret’s loan
portfolio, signifying accessibility to lower-income
people. This and a client base inclusive of female and
rural clients demonstrates Amret’s commitment to
financial inclusion in Cambodia. On behalf of SIFEM,
Obviam provided a USD 8.4 million loan to Amret in
2017, as part of a syndicated transaction led by the
Dutch DFI, with the aim to support Amret in further
expanding its portfolio and promoting its financial
inclusion agenda.
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THE SITUATION IN CAMBODIA

The deliberate support of the financial sector

The comparably short history of its modern

has been a key driver in the development

financial sector and the rapid growth

of Cambodia. When Cambodia reopened to the

experienced creates unique challenges for

outside world in the early 1990s, the government was

Cambodia. Although the financial sector is now

determined to rebuild the financial sector and develop

relatively mature, financial institutions need to ensure

the economy via a market-driven approach. It is one

that financial products and services are available for

of South East Asia’s fastest growing economies: the

the rural and low-income populations, in a manner

GNI per capita has grown from USD 250 in 1995 to

and at a price which is appropriate and affordable to

USD 1,230 in 2017, and the World Bank forecasts 6.9%

encourage sustainable development and grow the

economic growth in 2018.

public’s confidence in the sector.

Cambodia’s population surpassed 16 million in
2017, with a national poverty rate of 13.5%. The
poverty rate has dramatically decreased in the last 10
years, but the majority of people have only escaped
poverty by a small margin, meaning that they are
highly vulnerable to falling back into poverty. This is
especially the case for the rural population, which
comprise 80% of Cambodia’s total population.
As of 2017, more than 20% of the population has
a formal financial account, either via a bank or
microfinance institution, compared to 3.7% in
2011, according to World Bank data. This financial
inclusion ratio could be as high as 50% according to
national sources, which use a broader definition. The
remaining population needs to instead use informal
services to transfer money, grow their business, or
cover unexpected expenses, making them vulnerable
to inflated pricing and interest rates. In addition,
informal financial sector clients are less likely to have
access to valuable financial education to know how
to protect against over-indebtedness or save on a
regular basis for longer-term prospects.
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DEVELOPMENT EFFECTS IN A
NUTSHELL
Since its beginning, Amret’s mission has been

financial products and services and providing

to increase financial inclusion in Cambodia. The

financial literacy education. In 2016, Amret

characteristics of this population has changed over

became Client Protection Certified as part of the

time, but the inclusive nature of Amret has not. 74%

Smart Campaign. This certification is delivered

of Amret’s total loans are classified as micro loans,

based on an external evaluation of the proper

72% of borrowers are women, and 91% of clients

implementation of the Client Protection Principles in

are located in rural areas. 88% of Amret’s branches

the applicant’s business practices.

are located outside of Phnom Penh.
With Cambodia being a burgeoning market,
Amret targets financial inclusion by offering

Amret must be flexible and grow together

localized financial products and services that are

with the financial operating environment, a

specifically designed to reach out to low-income

task not without its challenges. The need for

populations. Examples of these include a mobile

digital products and services are increasing in this

service by motorbike, agriculture loans with terms

region, and Amret is working with a long-term view

set for this specific sector, and financial literacy and

to ensure appropriate digital reach to its clients,

agriculture training.

including the low-income and rural clientele.
Changing circumstances such as the recently
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In line with true financial inclusion, Amret is

introduced interest rate cap also contribute to

committed to protecting its clients against

complexities which Amret must face in its continued

over-indebtedness by delivering only suitable

reach of the underserved.
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IT WAS MY FIRST EXPERIENCE TO TAKE
«
A LOAN BUT AMRET TOOK THE TIME TO

EXPLAIN THE PROCESS AND IMPLICATIONS
TO ME. MY BUSINESS WAS SUCCESSFUL,
AND I WAS SOON ABLE TO REIMBURSE
MY FIRST LOAN AND I CAN NOW ALSO
SAVE MONEY FOR MY FAMILY’S FUTURE.
MY CHILDREN WILL BE ABLE TO ATTEND
UNIVERSITY IF THEY WISH.

»

Channy lives in a rural area of the Phnom Penh province

CHANNY, 38 YEARS OLD, AMRET CLIENT

together with her husband and their two children. A couple
of years ago, her brother suggested that she contact Amret
to present her business idea of building accommodation at
the back of her property for garment workers working at
the factories nearby. Reaching out to Amret with that idea
was Channy’s first experience with a formal financial institution. Since then Channy has paid back her first loan and
has now taken a second loan with Amret to build and rent a
warehouse in another part of her village.

THERE ARE NO OTHER SPORTS
«
CENTRES LIKE THIS IN THE AREA AND A

BUNRY, 42 YEARS OLD, AMRET CLIENT

LOT OF PEOPLE LIKE PLAYING SPORTS, SO
I HAD THE IDEA TO CREATE THIS BUSINESS.
IT IS CHALLENGING FOR ME TO BE A
MOTHER AND A BUSINESS OWNER, BUT I
WANT TO PROVIDE A GOOD FUTURE FOR
MY CHILDREN. WHEN I FINISHED SCHOOL,
I WORKED MAKING BRICKS AND SELLING
NOODLE SOUP, BUT I WANT MY CHILDREN
TO GO TO UNIVERSITY IF THEY WANT,
OR TO START THEIR OWN BUSINESS.
THANKS TO AMRET’S LOAN, I CAN RUN A
SUCCESSFUL BUSINESS, AND ALSO SAVE
MONEY FOR MY FAMILY’S FUTURE.

»

Bunry is 42 years old and lives together with her husband
and their six children in a rural area of the Phnom Penh
province. By obtaining a loan from Amret, Bunry has
been able to add a proper roof and further refurbish and
transform an existing building to create a sports centre.
To serve her customers, she also runs a small coffee shop,
and as result of the increased business she now employs
three people.
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REACHING OUT TO THE UNDERSERVED

AMRET IS TARGETING THE FINANCIAL INCLUSION1

challenges of the geographical context. Some of these

OF THOSE WHO ARE MOST LIKELY TO HAVE BEEN

villages are inaccessible during the rainy season and

PREVIOUSLY UNDERSERVED IN THE FORMAL

have been traditionally ignored by formal institutions.

FINANCIAL SECTOR, PRIMARILY RURAL AND

This service significantly extends Amret’s reach to

LOW-INCOME CLIENTS (A MAJORITY OF WHICH

remote locations and opens the door for additional

ARE WOMEN), AS WELL AS MICRO, SMALL, AND

financial products and services in the future if

MEDIUM BUSINESS OWNERS. CAMBODIA’S

required by the clients. This is particularly important

UNIQUE HISTORY HAS CONTRIBUTED TO ITS

for women, who constitute more than 70% of Amret’s

BURGEONING FINANCIAL SECTOR, KEY TO WHICH

borrowing clients, and who may not be able to travel

ARE FINANCIAL PRODUCTS AND SERVICES THAT

easily due their commitments at home, including

FIT THE NEED AND DEMAND OF THE POPULATION.

looking after their children, parents, and home-based

AMRET OFFERS A NUMBER OF INNOVATIVE AND

businesses.

LOCALIZED FINANCIAL PRODUCTS AND SERVICES,
DESIGNED TO APPROPRIATELY MEET THE NEEDS

SERVING THE AGRICULTURAL SECTOR

OF DIFFERENT SEGMENTS OF THE POPULATION

Amret offers specific financial products and services

AND CONTRIBUTE TO MAKING FINANCIAL

for the agricultural sector. 30-40% of Amret’s total

PRODUCTS AND SERVICES MORE ACCESSIBLE.

loan portfolio is currently disbursed for agricultural
purposes, including cropping, animal rearing, animal

OVERCOMING GEOGRAPHICAL CONSTRAINTS

breeding, equipment and agricultural land, and agri-

The 156 branches of Amret are spread across the

business. With approximately half of Cambodia’s

country’s 25 provinces, validating Amret’s mission

population working in the agricultural sector, this

and vision for Cambodia, with its population of 80%

specific loan type is instrumental for the improved

of rural inhabitants (considered to be the population

efficiency of the sector, as well as the enhancement

outside of the main cities of Phnom Penh, Siem

of the agricultural capacity and living standards of

Reap, and Battambang). Evidently, any sustainable

the clients. Examples of these products and services

improvement and development for Cambodia must

include repayment options based on the seasonal

benefit this segment of the population, which Amret

cycle, or doorstep services for loan repayment of

directly serves with more than 400,000 clients, 90% of

farmers who are too remote, too shy, or too busy

whom are rural.

to visit an Amret branch. Amret is determined to
be known to the rural population for its support

Illustrative of the services tailored to its rural clients,

of the agriculture sector, backed by its ongoing

Amret offers a Mobile Teller service, where Mobile

partnership with the Ministry of Agriculture to provide

Tellers travel by motorbike to villages to collect even

crop- or business-specific agriculture training for

very small deposit amounts (10,000 Riel/USD 2.50 per

approximately 1,000 of its farmers annually across all

day) from rural clients. In 2017, almost 20,000 clients

provinces.

actively used this service, living too remotely to have
easy access to a brick-and-mortar branch of Amret.
This purposeful outreach by Amret encourages these
rural clients to save on a regular basis and includes
them in the formal banking sector despite the
Obviam defines Financial Inclusion as fostering social inclusion
via increased accessed to responsible financial products and
services to the more poor and vulnerable populations.

1
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MEETING THE NEEDS OF SMES

and proper documentation needed to prove

As Cambodia becomes more integrated into the

the soundness of their business model and the

global economy, it becomes increasingly important

robustness of their financial track record. Often,

for small and medium enterprises (SMEs) to obtain

they are also apprehensive of the administrative and

adequate access to finance for their growth. According

operational burden it may entail to enter the formal

to the Economic Census of Cambodia 2014, micro,

sector. Although a relatively small part of its total

small and medium enterprises (MSMEs) accounted

loan portfolio (approximately 13% in 2017), Amret

for 99.8% of all enterprises in the country and

is supporting its SME clients on their formalization

employed about 72% of the total national labor force.

journey. Amret provides SME-related training to its

The majority of these are micro businesses, often

own staff for support of this particular segment,

operating from the family home to supplement the

including the specific risk management, legal

household’s income. These businesses operate for

environment, and monitoring needs. The SME clients

the most part in the informal economy, which makes

benefit from Amret’s financial advice and support to

it very difficult for those which wish to grow to access

ensure the purpose of the loan contributes to the

financial products from the formal banking sector. In

SME business targets appropriately.

the Cambodian context, insufficient financial records,

In addition to financing and alongside the

weak accounting standards, lack of knowledge around

formalization assistance, Amret is working to provide

the legal and regulatory environment, and absence

a complete set of solutions for SMEs, tailored to

of hard assets has allowed the SME segment to fall in

their needs and the specific context of Cambodia

the gap between the target clientele of the different

as it gradually shifts from a cash-based economy to

financial services providers, not being formally served

an electronic payment culture. For example, Amret

by either banks or Microfinance Institutions (MFIs).

has partnerships with third-party agents across the

From an operational perspective, larger banks are not

country to allow SMEs to access their accounts and

interested in working with SMEs to help them bring

make transactions, even in very remote areas. The

their standards to an acceptable level due to the risks

expansion of service provision via the use of the

still involved, while MFIs do not have the capacity.

agents has been very well received, and ensures

Since 2015, Amret has begun to offer loan products

Amret can meet the needs of SMEs, especially those

more specific to SMEs, which they define as

operating in rural Cambodia.

businesses taking a loan over USD 15,000. The
path to receiving a formal loan is not always easy
for SMEs – they often lack the financial statements
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ENSURING FINANCIAL
PROTECTION
AS A MICROFINANCE INSTITUTION TARGETING AN

CLIENT PROTECTION PRINCIPLES

UNDERSERVED POPULATION, IT IS AMRET’S DUTY

Ensuring client protection is still a relatively new

TO ENSURE THAT THE SERVICES AND PRODUCTS

concept in Cambodia, characteristic of a financial

PROVIDED ARE DELIVERED IN A MANNER WHICH

sector which is yet in earlier stages of development.

PROTECTS AND SUPPORTS THEIR CLIENTS AND

The Cambodian Credit Bureau (CBC) was established

IS TRULY IN LINE WITH THE AIM OF FINANCIAL

in 2012 and provides a centralized system to

INCLUSION. IN 2016 AMRET BECAME CLIENT

help institutions manage risk and prevent over-

PROTECTION CERTIFIED, ONE OF ONLY 100 MFIS IN

indebtedness. Amret contributes to developing and

THE WORLD TO HAVE DONE SO, AS PART OF THE

maintaining the database underlying this system by

SMART CAMPAIGN WHICH IS AN INTERNATIONAL

monthly reporting client data to CBC. With the client’s

MOVEMENT COMMITTED TO EMBEDDING CLIENT

permission it is then able to use the same system

PROTECTION PRACTICES IN THE MICROFINANCE

to check the client’s credit history and guarantor

INDUSTRY. AMRET’S WORK IN THIS AREA HAS

information, ensuring repayment ability. At the end

BEEN RIGOROUS AND IS ONGOING TO ENSURE

of 2017, Amret’s write-off ratio was 0.29%, and the

ITS PRACTICES ARE COMPLIANT AND THE

non-performing loan (NPL) ratio was 0.38%, which

PRINCIPLES ARE CONTINUALLY EMBEDDED IN THE

is much less than the reported NPL average of

DEVELOPMENT OF ITS CULTURE AND OPERATIONS.

approximately 2% of the MFI sector as a whole. High
levels of refinancing and clients acquiring multiple
loans from multiple institutions have been a challenge
for this sector in Cambodia in the past. As a result,
Amret has introduced a number of new practices
to protect its clients. These include systematically
using the CBC system to check the history of each
client prior to disbursing a loan and applying strict
limits on the number of loans provided to each
client, including those outstanding at other financial
institutions. Such practices contribute towards
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preventing over-indebtedness and are part of Amret’s
commitment to the Client Protection Principles.
Amret’s further engagement includes provisions for
appropriate product design and delivery, transparent
communication and pricing, as well as respectful
treatment of clients and their data, including
offering the appropriate mechanisms for complaints
resolution.
MONITORING AND TRAINING
Amret staff will personally meet with all clients as
part of the loan application process, and then pay
regular monitoring visits, the frequency of which
is determined by the loan type. For example, an
Amret credit officer visits group loan participants
on a monthly basis, whereas SME clients are visited
on a quarterly basis. Financial guidance is offered to
ensure clients have a distinct purpose for their loan

THE RELATIONSHIP WITH OUR
«
CLIENTS IS VERY IMPORTANT TO

US, WHICH IS ALSO REFLECTED
IN OUR CURRENT WORK ON
INCREASING THE TRANSPARENCY
OF OUR OPERATIONS. THIS IS
FURTHER IN LINE WITH OUR
COMMITMENT AND FOCUS ON THE
CLIENT PROTECTION PRINCIPLES.
WE WANT TO BE PART OF A
SUSTAINABLE INDUSTRY, AND WE
ARE DETERMINED TO ACT IN A
RESPONSIBLE WAY

»

SOU MONIVEARK, AMRET CHIEF
BUSINESS DEVELOPMENT OFFICER

and repayment options are clear. Specific financial
literacy training is provided to those who are entering
the formal financial system for the first time approximately 1,000 clients in 2017.

As part of the Smart Campaign, Amret became Client Protection
Certified in 2016.
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THE CREDIT BUREAU
CAMBODIA ON THE PATH OF FINANCIAL SECTOR INSTITUTIONALIZATION

Prior to the creation of the Cambodian Credit

Cambodia scores highly on the World Bank’s Doing

Bureau in 2012, there was no process to facilitate

Business Report in the area of “Getting Credit” (rank

the centralized reporting of financial institutions, and

20 of 190). The score includes the assessment of

no centralized system to allow financial institutions

two indicators: the strength of the credit reporting

to access information on a person’s or a business’

systems and the effectiveness of collateral and

credit history. Such an institution serves both financial

bankruptcy laws in facilitating lending. The CBC is

institutions and consumers, decreasing the risk for

providing the tools to analyze and reduce credit risks

financial institutions, and protecting consumers

and strengthen the credit information system, which

against over-indebtedness. The rapid expansion

is vital for the development of Cambodia’s financial

of borrowing and the global credit crisis raised the

infrastructure.

urgency to create an institution to link the different
actors in a national financial database. All financial
institutions with an operating license are now required
to join the CBC and upload data monthly. More
than 140 financial institutions in Cambodia are CBC
members, representing all registered MFIs, banks,
leasing companies and credit operators.
With a focus on the data of individual consumers, the
CBC captures financial information to allow financial
institutions to perform credit checks prior to a loan
being approved. With the permission of the applicant,
the financial institution can check the CBC data
against the information which is provided directly by
the applicant, also preventing individuals from taking
multiple loans from multiple institutions. The credit
officers of financial institutions are trained by the CBC
to ensure they are able to correctly and efficiently
input data and interpret the output. The CBC is one
of the first in the world to include both the banking
and microfinance sectors under the same umbrella.
Expansion to corporations and other sectors is
planned for the future.
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WORKING FOR AMRET

Amret highly values its employees and strongly

The recruitment of suitably trained local commercial

commits to supporting them. This includes providing

staff is a challenge not only for Amret but for the

various benefits, actively developing leadership among

whole financial sector in Cambodia. As the sector

its employees and encouraging upward mobility

itself is growing, so is the demand for the respective

and employee rotation requests. Benefits include

employee profiles across the board, from microfinance

private health insurance for Amret employees and

institutions to national and international banks, both

their families, as well as additional contributions to

public and private. Amret is making an effort to find

the employees’ pension plans. In addition, training is

innovative ways to recruit the staff needed for its

provided across all fields on a regular basis and accor-

growth – between 300-400 employees annually –

ding to job requirements. For example, credit officers

including recruitment of students and support for

receive training on the Client Protection Principles

student jobs, an internship program, and a referral

which enables them to clearly explain processes and

program. Whilst there are multiple universities in

repayment requirements to clients in order to protect

Cambodia, the quality of education differs according to

them against over-indebtedness. The parent-subsidi-

each university; to address this, Amret is increasingly

ary relationship between Advans and Amret opens up

providing direct training and coaching for suitable

transfer opportunities for Amret employees among

applicants and promising employees, to find the best

other Advans institutions, as well as allows for more

fit and encourage upward mobility.

advanced training opportunities from Advans. These
are valuable benefits for Amret employees.

AMRET HAS PROVIDED ME
«
WITH COACHING AND TRAINING

DURING THE FIVE YEARS I HAVE
BEEN WORKING WITH THEM. I
STARTED AS A SERVICE OFFICER
AND HAVE BEEN PROMOTED TO
A CREDIT OFFICER. I’M HAPPY TO
WORK FOR AMRET BECAUSE OF ITS
GOOD REPUTATION AND SUPPORT
FOR THE COMMUNITY. ONE DAY
I WOULD LIKE TO BE AN AMRET
BRANCH MANAGER.

»

- PEN PISITH, AMRET CREDIT OFFICER
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FACING THE CHALLENGES OF
THE MFI SECTOR
THE FAST-PACED GROWTH OF CAMBODIA’S

RESPONDING TO THE INTEREST RATE CAP

FINANCIAL SECTOR HAS NOT COME WITHOUT

In April 2017, an interest rate cap of 18% was imposed

GROWING PAINS, BRINGING ALONG CHALLENGES

on MFIs in Cambodia, for all new and refinanced loans.

AS THE COUNTRY STRENGTHENS ITS STRUCTURAL

This affects Amret’s smaller and rural loan products,

PILLARS IN THIS SECTOR AND INCREASINGLY

as in some cases 18% is not high enough to cover

EXPANDS THE OUTREACH OF ECONOMIC

the costs incurred by Amret to provide these loans.

DEVELOPMENT TO MORE RURAL REGIONS.

The cap is not enforced on larger banks, nor effective

AS ONE OF THE LARGEST MFIS OPERATING IN

on informal lenders (inherent to the characteristics

THE COUNTRY, AMRET IS FACING THE SAME

of informality), forcing Amret and other MFIs to find

CHALLENGES, ACTIVELY MEETING THEM WITH A

alternative ways to cover the costs of reaching their

FOCUS ON THE FUTURE.

lower-income, more rural clients. The interest rate
cap therefore may have counter-productive effects
as incentives have been created for MFIs to reduce
their exposure to this target market, naturally giving
informal lenders more space to increase their market
share. Amret has been able to continue providing

12
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its low-income, rural clients with access to finance,

digital innovation is indisputable. For Amret, who is

but as is the case for all MFIs will need to increase

currently developing its own mobile banking platform,

its efficiency in order to continue reaching out to

the challenge lies in creating a platform that meets

this client segment. At a national level, the average

both the needs and expectations of the more urban

microfinance loan size has increased slightly since the

clients who are likely to be digitally-literate and will

introduction of the cap. This can be attributed both

be reached by the first phase of the roll-out, whilst

to the need of the MFIs to cover their costs, as well as

ensuring its suitability for the rural clients as well,

to the overall growth of the actors in the Cambodian

who may not be digitally-literate and will be reached

economy. As a result of the interest rate cap, the

in a second stage of the roll-out. Additional offerings

sector as a whole will need to increase the efficiency

addressing the needs of the two distinct target groups

of its lending operations.

could help solve this dilemma. Specific functionalities
under consideration for the rural clients include

EMBRACING DIGITAL TECHNOLOGY

providing supplementary data such as crop prices, as

The emergence of digital technology for accessing

well as the option to change the system’s language to

financial services is opening up new opportunities

from English to Khmer.

for Cambodia. With an extremely high penetration of
mobile phone ownership (96% of the population owns
a phone, with more than half of the phones being
internet-enabled ), and increasing network availability
throughout the country, the opportunity and need for
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CONTACT

ABOUT OBVIAM

For further information please visit our website

Obviam is an independent investment advisor

or contact us directly at the address below:

specialised in long-term investments in emerging
and frontier markets. Obviam advises public,

OBVIAM AG

institutional, and private clients, including the Swiss

Helvetiastrasse 17, 3005 Bern, Switzerland

Investment Fund for Emerging Markets (SIFEM),

T +41 (0)31 310 09 30, Fax +41 (0)31 310 09 39

the Development Finance Institution (DFI) of the

www.obviam.ch

Swiss Confederation. Obviam offers investors
an opportunity to capture attractive returns and
generate sustainable positive impact in emerging
and frontier markets, via a proven and responsible
investment approach.
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