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Chart 1: Comparison between PGS and IGS

Portfolio Guarantee Scheme (PGS)
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« Suitable for multiple loans with similar characteristics

« Suitable for PFIs that have high volume of guaranteed loans

« PFl ensures criteria are met. CGCC doesn’t issue
individual letter of guarantees upon loan enrollment

+ Quicker turnaround time as lesser documents are uploaded

Individual Guarantee Scheme (1GS)

I/ I/ I/

« Suitable for complex loans with different characteristics

« Suitable for all CGCC’s PFls

« PFl ensures criteria are met based on guarantee scheme
features and CGCC approves case by case

« PFl has to upload loan processing documents
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Chart 2: Guaranteed Accounts

New Customer
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Chart 3: Average Interest Rates of Guaranteed Loans
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Chart 4: Interest Rates of Guaranteed Loans
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Understanding CGCC Portfolio Guarantee Scheme

By: Mr. No Lida, Deputy Chief Executive Officer

It has been two years since CGCC launched Cambodia's
first-ever public credit guarantee scheme on 29 March 2021 - the
Business Recovery Guarantee Scheme (BRGS) — when Cambodia
was at the peak of the COVID-19 Pandemic. Shortly after the
launch, Cambodia experienced a 3-week lockdown on 8 April
2021. In that situation, the credit guarantee was more needed
than ever when potential businesses struggled to access the
required capital to stand on their feet. Two more schemes were
then introduced: Co-financing Guarantee Scheme (CFGS) and
the Women Entrepreneurs Guarantee Scheme (WEGS) to support
businesses. The BRGS, CFGS, and WEGS are regarded as the
Individual Guarantee Scheme (IGS), which means the PFI shall
seek guarantee approval from CGCC on a piecemeal basis before
each guaranteed loan disbursement.

On 1 January 2023, CGCC hit a new milestone by introducing the
Portfolio Guarantee Scheme (PGS) after approval was granted
by the Deputy Prime Minister, Minister of Economy and Finance.
PGS is a scheme under which guaranteed loan criteria are
pre-agreed by CGCC and PFI to enable the PFI to enroll multiple
loans in PGS without having to get CGCC’s guarantee approval
on each loan prior to loan disbursement. As such, PGS enables
quicker outreach and turnaround time than the previous
Individual Guarantee Schemes (IGS).

To implement the PGS, CGCC and the PFl need to work out
the portfolio guarantee agreement to agree on, among others,
credit parameters, loan eligibility, and the guarantee terms and
conditions. After the agreement is signed, PFls may enroll loans
that fulfill all the pre-agreed criteria in the PGS. Once the loans
are enrolled in the PGS, the PFI shall submit the monthly report
to CGCC on the status of each guaranteed loan. The loan recovery
and the claim procedure are conducted on a loan-by-loan basis.

PGS is suitable for loans with similar characteristics because the
pre-agreed criteria are applied to all loans enrolled under each PGS.
One PFl may request multiple PGS to CGCC to target different
groups of customers. Besides, a good understanding and trust
between CGCC and PFl are also required because CGCC relies
on the PFls to select loans to be enrolled under the PGS. Based
on the experiences of many credit guarantee corporations in
the region, PGS is an ideal scheme for an efficient credit
guarantee to support the development of SMEs. Chart 1 on
page 22 shows the comparison between PGS and IGS of CGCC.

To reap the benefits of credit guarantees, PFl’s lending strategy
cannot remain in the status quo. In the last two years, we have
noticed that PFI utilizes credit guarantees by

(1) offering additional loans to existing borrowers without
requiring other collateral, or

(2) offering a higher loan-to-value ratio to new customers, or

(3) going the extra mile to provide a clean loan with CGCC
guarantees.

Some PFls have proactively adjusted their internal policies to
accommodate these new strategies and disseminate them well
to all staff at the branch levels to understand how to utilize
credit guarantees, while others still need more time. Chart 2
on page 23 shows that 64% of guaranteed loan borrowers are
PFls’ existing customers, and 36% are new customers. Credit
guarantee has been a tool for the PFls to maintain and expand
their customer base.

Indeed, a credit guarantee comes with a guarantee fee. It is one
of the critical determinants of a successful credit guarantee
scheme. High guarantee fees will burden the borrowers and the
lenders, making the guarantees less appealing. On the other
hand, low guarantee fees will make the guarantee scheme
unsustainable. The guarantee fee is the cost the PFls have to bear
to protect themselves against loan default, and it is the price
the borrowers also have to pay to borrow without collateral.
Based on the previous 2-year experience, PFls either

(1) bear the guarantee fee, or
(2) incorporate it into the interest rate, or
(3) charge it separately from the borrower.

Most PFIs opt for option 2, which raises concerns about the
high-interest rate of guaranteed loans compared to unguaranteed
loans in the market. Chart 3 on page 23 shows the average interest
rates of guaranteed loans charged by CGCC’s PFls (including
banks and MFIs). Chart 4 on page 23 shows that most guaranteed
loans are charged with an interest rate between 10% to 12%.
National Bank of Cambodia’s 2021 Supervision Report shows that
interest rates for KHR and USD loans from banks are 11.4% and
9.7%, respectively, while interest rates for KHR and USD loans
from MFI are 16.8% and 15.9%, respectively. This shows that the
interest rates of guaranteed loans are within the market range.

Since launching the scheme, CGCC has only implemented one
PGS; therefore, monitoring, evaluation, and improvement of the
whole scheme will be made to ensure its efficiency in supporting
the development of SMEs in Cambodia.



