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Introduction  
 

Governments, industry and communities are endeavouring to combat the spread and impact of COVID-19 
with daily announcements on policies and budgetary packages to stem the impact on human life and 
lessen COVID-19’s economic consequences. However, microfinance providers directly supporting the 
poor and those in the informal economy, are not always recognised in these measures, even though 
people at the base of the economy represent a substantial proportion of the population in most countries 
and are highly vulnerable to the impacts of COVID-19. 
 
In response, the Foundation for Development Cooperation (FDC) and the Banking with the Poor network 
(BWTP) have collaborated with microfinance stakeholders across Asia, including national-level 
microfinance associations and their members, to identify opportunities for immediate and short-term 
mitigation of COVID-19 impacts on microfinance clients and providers.  
 
From April 23-30, 2020 the BWTP network conducted an extensive survey on the financial impact of 
COVID-19 on 11 MFI networks in Bangladesh, Cambodia, China, India, Laos, Myanmar, Nepal, Pakistan, 
Philippines, Sri Lanka and Viet Nam. Approximately 130 million clients are served by microfinance 
provider members of the 11 national networks participating in this study.  
 
While it is recognised that there may be other views within the sector each of these networks are the 
predominant body representing the microfinance in their respective countries. The attached MFI 
Response Tracker in Annex 1 summarises the key findings from the survey. 
 
This report identifies priority policy and budgetary recommendations for stakeholders to support poor 
and vulnerable communities and sustain the essential role of microfinance intermediaries in responding 
to COVID-19, and is based on best available information as at 30 April 
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Bangladesh 
 

Country Context  
As of April 29, 2020, there were 3.7 cumulative confirmed 
cases of COVID-19 per 100,000 inhabitants (11 country survey 
average: 4.1). The average daily number of confirmed new 
cases – ‘the curve’ - has been trending upwards in recent 
weeks (source: WHO COVID-19 Situation Report – 99, and 
European Centre for Disease Prevention and Control). 

 
MFI Sector Context 
Bangladesh’s financial sector response to COVID-19 has 
primarily focused on the banking sector with little 
differentiation for microfinance institutions and their clients. 
The MFI sector in Bangladesh is one of the largest in the world 
with members of the predominant national network of MFIs 
providing both deposit and credit services to nearly 30 million 
clients. MFIs are major contributors towards financial inclusion, 
poverty reduction and employment. This note highlights areas 
where more could be done by government, the central bank 
and the Microcredit Regulatory Authority (MRA) to ease the 
financial impact of COVID-19 for MFIs and their clients.  
 

Government Policy Response on Service Delivery 
Unlike deposit-taking MFIs in most of South East Asia, the 
Bangladesh MFIs have not been designated “essential 
businesses”. This is concerning given the important role of MFIs 
and their savings deposits for tens of millions of low-income 
depositors. While members of MFIs have been demanding their 
savings back the requests are not being met by MFIs. Despite 
MFIs being active in distributing food to clients, they have not 
been able to continue their core business of issuing loans and 
providing access to savings during this critical time of need.  
Without a rapid reversal of this policy it could affect the long-
term confidence and sustainability of the sector.   
 

Liquidity Impact on MFIs  
Aside from the need to be deemed essential businesses, the 
need for liquidity support for MFIs is the most acute near-term 
need. Local banks are important lenders to MFIs and given 
their own concerns for solvency, liquidity in the market is 
drying up. Deposit withdrawals have still been manageable in 
MFIs in part because they have been forced to close.  
 

 
 
 
 
 
However, this puts stress on clients which need access to their 
savings now.  MFIs are also being squeezed with liquidity as 
payments are due to MFI creditors but their own borrowers are 
not repaying due to a government mandated moratorium on 
loan repayments. Unlike banks which have access to central 
bank lending facilities most MFIs do not and could greatly 
benefit from this type liquidity that can only be provided in 
time of stress by a central bank. 
 

Client Loan Restructuring 
Although the MRA has suspended the classification of all loans 
at MFIs from January – June 2020 this alone is not enough to 
support the sector. It is estimated that 80 per cent of clients in 
Bangladesh (compared to the 70 per cent average for surveyed 
countries) are unable to meet loan repayments.  Given the 
large size of the informal economy in Bangladesh, many of the 
programs for textile workers do help MFI clients. While 
government has mandated a moratorium on loan repayments 
for MFI clients, MFIs’ creditors are not subject to the 
moratoriums in their collections from MFIs.  
 

Financial Impact on MFIs 
The central bank eased the cash reserve ratio on April 15, yet 
MFIs in Bangladesh are already reporting a significant impact 
on non-performing loans and a significant hit to profitability. 
The fiscal support for garment workers and other industries 
from governments has helped, but MFIs are struggling with 
their own sustainability and this sector is essential for 
intermediating funds among low-income consumers and clients 
at the base of the economy.  
 
Social Impact of MFIs  
Like most MFIs in the region, the NGO-MFIs in Bangladesh are 
helping to ease the social impact of the current lockdown by 
using their extensive networks to distribute food, health 
supplies, and health information to clients in remote, poor and 
other vulnerable communities. This voluntary contribution to 
the community and concern for consumer protection has long 
been a part of the ethos of MFIs generally and is again at the 
forefront of their activities. 

 
PRIORITY RECOMMENDATIONS 
 
Government 

• All MFIs, but especially deposit-taking MFIs, should be 
deemed essential businesses and allowed to operate with 
appropriate social distancing measures in place. 

• To enable MFI clients and broader economies to re-start 
after the lock down, government and development 
partners should implement a low-cost risk-sharing loan 
facility that incentivises MFIs (and banks) to begin lending 
again to clients and businesses in the informal sector. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making. 
 

Regulators and Central Bank 

• MRA should work with the central bank to immediately 
expand Bangladesh Bank's liquidity facilities to deposit-
taking MFIs.  

• Bangladesh Bank should also institute a moratorium from 
creditors to MFIs (i.e., local banks) and suspend 
classification of loans to MFIs until the moratorium for MFI 
clients is lifted to ensure stability across the entire financial 
system.  
 

Microfinance Investor Community 

• Extend loan terms and restructuring of loans to MFIs in-line 
with the global debt refinancing principles. 

• Continue to provide liquidity support to the MFI sector. 
 

Development Partners 

• Work with the microfinance investor community to extend 
loan terms to MFIs and contribute to risk-sharing facilities.  

• Advocate for MFIs to be deemed as essential businesses 
and access to central bank liquidity.  

• Provide financial and technical support to the government 
and regulators to ensure the MFI sector survives the crisis 
and institute on-lending of liquidity support to MFIs. 

• Consider including the microfinance sector when 
supporting government social assistance programs.

https://www.who.int/docs/default-source/coronaviruse/situation-reports/20200428-sitrep-99-covid-19.pdf
https://www.ecdc.europa.eu/en/publications-data/download-todays-data-geographic-distribution-covid-19-cases-worldwide
https://www.bwtp.org/product-page/miv-covid-19-coordination-mou
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Cambodia 
 
Country Context  
As of April 29, 2020, there were 0.8 confirmed cases of COVID-
19 per 100,000 inhabitants which is on the low end of the 
surveyed countries inhabitants (11 country survey average: 
4.1). The average daily number of confirmed new cases – ‘the 
curve’ - has been flat in recent weeks.  
 

MFI Sector Context 
Cambodia’s financial sector response to COVID-19 has primarily 
focused on the banking sector with little differentiation for 
MFIs and their clients. The MFI sector in Cambodia plays a 
significant role in the allocation of credit in the country and has 
approximately a 45% market share of the total loan market. 
With 2.25 million borrowers and 2.8 million savers and an 
average loan size of US$3,200 and average savings of US$1,345 
per client, the regulated MFI members of the Cambodia 
Microfinance Association (CMA) are a major contributor 
towards financial inclusion, poverty reduction and 
employment. Prior to the on-set of COVID-19 there were 
already concerns about high levels of debt of MFI clients and 
this crisis will exacerbate the problem. CMA is to be 
commended for its efforts in ensuring the microfinance market 
remains stable with its launch and implementation of lending 
guidelines limiting multiple borrowing and high-risk 
refinancing. This note highlights areas where more could be 
done by government, the NBC, investors and development 
partners to ease the financial impact of COVID-19 for MFIs and 
their clients.  
 

Government Policy Response on Service Delivery 
The NBC and government are to be commended for 
recognising that MFIs are essential businesses and allowing 
them to stay open. This and other actions have placed 
Cambodia higher in our ratings for its policy (see Annex 1) but 
much more is needed as outlined below.  
 
 
 
 
 
 
 
 

 
 
 
 

Liquidity Impact on MFIs  
With a loan to deposit ratio of 195% the MFI sector’s need for 
liquidity support is acute. Local banks and foreign investors are 
important lenders to MFIs and given their own concerns for 
solvency, liquidity in the market has tightened recently. Deposit 
withdrawals have still been manageable in MFIs but there is 
little extra space as MFIs are being squeezed from creditors as 
payments are due but an estimated 70% of MFI borrowers are 
experiencing some difficulty with repayments due to the 
massive economic disruptions in textiles and other industries.  
NBC should clarify its Praka B07-09013 regarding emergency 
liquidity and how MFIs can access such liquidity and if there are 
changes to the collateral requirements to access emergency 
liquidity given the current circumstances.  
 

Client Loan Restructuring 
Cambodia’s informal economy is one of the largest in the world 
with 93 per cent of the total workforce being informal workers 
according to the International Labour Organization. Many of 
the recent cash payments for textile workers do help as many 
informal workers are also MFI clients.  In line with the March 
27, 2020 guideline from NBC on loan restructuring, MFIs have 
begun to implement policies and the voluntary restructuring 
program. It is likely that many MFIs will also have to restructure 
their own debt.     
 

Financial Impact on MFIs 
Despite the central bank easing the reserve and liquidity ratios, 
MFIs in Cambodia are already reporting a small impact on non-
performing loans and a significant hit to profitability. Even with 
fiscal support for garment workers and other industries, MFIs 
anticipate a much greater impact in the weeks and months 
ahead and are looking for financial relief similar to other 
sectors in terms of reduced tax obligations. 
 
 
 

 
 
 
 
 

 
 

 
PRIORITY RECOMMENDATIONS 
 
Government 

• All microfinance institutions (MFIs), but especially deposit-
taking MFIs, should continue to be deemed essential 
businesses and allowed to operate with appropriate social 
distancing measures in place even if the pandemic 
increases. 

• Government should extend the tax relief offered to some 
sectors to the MFIs. This will better enable them to offer 
loan restructurings to clients. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making. 

 

Regulators and Central Bank 

• NBC's liquidity facilities should be available to deposit-
taking and non-deposit taking MFIs. 

• NBC should institute a moratorium from creditors to MFIs 
(i.e., local banks) and suspend classification of loans to MFIs 
until the moratorium for MFI clients is lifted to ensure 
stability across the entire financial system.  

 

Microfinance Investor Community 

• Extend loan terms and restructuring of loans to MFIs in-line 
with the global debt refinancing principles. 

• Continue to provide liquidity support to the microfinance 
sector. 

 

Development Partners 

• Work with the microfinance investor community to extend 
loan terms to MFIs and contribute to risk-sharing facilities.  

• Provide financial and technical support to the government 
and regulators to ensure the microfinance sector survives 
the crisis and institute on-lending of liquidity support to 
MFIs. 

• Consider including the microfinance sector when 
supporting government social assistance programs 

https://www.bwtp.org/product-page/miv-covid-19-coordination-mou
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China 
 

Country Context  
As of April 29, 2020, there were 6.1 cumulative confirmed 

cases of COVID-19 per 100,000 inhabitants (11 country survey 

average: 4.1). The average daily number of confirmed new 

cases – ‘the curve’ - has been flat in recent weeks.  
 

MFI Sector Context 
The Chinese financial sector response to COVID-19 has 

primarily focused on the banking sector with little 

differentiation for microfinance institutions and their clients.  

This note presents results of a recent survey conducted in late 

April 2020 among 11 Asian countries and highlights areas 

where more could be done by government and the People’s 

Bank of China to ease the financial impact of COVID-19 for MFIs 

and their clients.  
 

Government Policy Response on Service Delivery 
Similar to other countries in the survey, Chinese MFIs have 

until recently been suffering from partial lockdowns and 

decrease in economic activity. 
 

Liquidity Impact on MFIs  
The need for liquidity support to MFIs is the most acute near-

term need. In China, similar to all MFI networks in the survey, 

MFIs are actively seeking liquidity from investors, creditors and 

the central bank. Some MFIs are being squeezed with liquidity 

as payments are due to MFI creditors but their own borrowers 

are not repaying due to (voluntary) government restrictions on 

loan collections.  Unlike banks that have access to central bank 

lending facilities, MFIs could greatly benefit from this level of 

liquidity which can only be provided in time of stress by a 

central bank. 
 

Client Loan Restructuring 
In China and most of South East Asia, MFI clients have already 

begun asking for loans to be restructured or extended. Its 

estimated that 10% of the MFI clients in China (compared to 

the 70 per cent average for surveyed countries) have no 

income and an inability to meet repayments and another 20% 

have some problems.  

 

 

 

 

 

 

The restrictions on loan collections could have a long-term 

impact on MFIs in China and greater flexibility is needed in 

provisioning for bad loans.  
 

Financial Impact on MFIs 
Despite the regulator easing some requirements, MFIs in China 

are already reporting a significant impact on non-performing 

loans and reductions in profitability. Fiscal support in the form 

of tax cuts for MFIs are needed to ensure this sector can 

continue to perform its essential function of providing loans to 

low-income consumers.  

 

Social Impact of MFIs  
Like most MFIs in the region, the MFIs in the China are helping 

to ease the social impact of the current lockdown by using their 

extensive networks to distribute food and health information 

and supplies to clients. This voluntary contribution to the 

community and concern for consumer protection has long 

been a part of the ethos of socially oriented MFIs and is again 

at the forefront of their activities. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 
PRIORITY RECOMMENDATIONS  
 

Government 

• Government should consider a temporary tax holiday for 
microfinance institutions (MFIs) to enable them to offset 
the impact that loan restructurings for micro, small and 
medium enterprises (MSMEs) has had on MFIs' business.   

• Government should consider MFIs as essential businesses 
as they are actively financing MSMEs. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making.  

 

Regulators and Central Bank 

• Regulators should allow MFIs to begin collecting on loans in 
an ethical way as part of the opening up of the economy. 
Without these actions interest will keep accumulating on 
clients' loans. 

• Allow for additional capital investments in the MFI sector. 

 

Microfinance Investor Community 

• Extend loan terms and restructuring of loans to MFIs in line with 
the global debt refinancing principles. 

• Continue to provide liquidity support to the MFI sector. 
 

Development Partners 

• Work with the microfinance investor community to extend 
loan terms to MFIs and contribute to risk-sharing facilities.  

• Advocate for MFIs to be deemed essential businesses.  

• Provide financial and technical support to the government 
and regulators to ensure the MFI sector survives the crisis 
and institute on-lending of liquidity support to MFIs. 

• Consider including the microfinance sector when 
supporting government social assistance programs.

https://www.bwtp.org/product-page/miv-covid-19-coordination-mou
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India 
 

Country Context  
As of April 29, 2020, there were 2.2 cumulative 
confirmed cases of COVID-19 per 100,000 inhabitants (11 
country survey average: 4.1). The average daily number 
of confirmed new cases – ‘the curve’ - has been trending 
upwards in recent weeks. 
 
MFI Sector Context 
India’s financial sector response to COVID-19 has primarily 
focused on the banking sector with little differentiation for 
microfinance institutions and their clients. The MFI sector in 
India provides both deposit and credit services to tens of 
millions of clients. MFIs are major contributors towards 
financial inclusion, poverty reduction and employment. 
Representatives of MFIs met virtually with the Governor of the 
central bank on May 4 to discuss the availability of liquidity, 
moratorium on loan repayments and post-lockdown supply of 
credit to MFI clients. This note highlights areas where more 
could be done by government and the central bank to ease the 
financial impact of COVID-19 for MFIs and their clients.  

 
Government Policy Response on Service Delivery 
The government of India is to be commended for recently re-
classifying MFIs as “essential businesses” and allowing them to 
operate. As the pandemic moves forward and cases in India 
grow, it will be necessary for families to have access to their 
savings in MFIs.  Most countries in the 11-country survey have 
also deemed deposit-taking MFIs essential businesses and 
more countries are moving in this direction.   
 

Liquidity Impact on MFIs  
The need for liquidity support in the MFIs is the most acute 
near-term need. Local banks are important lenders to MFIs and 
given their own concerns for solvency, liquidity in the market is 
drying up. Deposit withdrawals have still been manageable in 
MFIs.  However, the three-month government mandated 
moratorium on loan collections in MFIs has stopped cash flows. 
MFIs are also being squeezed for liquidity as payments are due 
to MFI creditors (e.g., local banks), but their own borrowers 
have a 3-month moratorium.   
 
 

 
 
 
 
While the central bank announced in mid-April additional 
liquidity for MFIs via the National Bank for Agriculture and Rural 
Development (NABARD) and the Small Industries Development 
Bank of India (SIDBI) there is still need for more support.  

 
Client Loan Restructuring 
With the mandated 3-month moratorium on loans MFIs are 
experiencing a significant negative impact on the operating 
margins and sustainability.  Its estimated that 90 per cent of 
clients in India (compared to the 70 per cent average for 
surveyed countries) cannot meet or would have challenges 
meeting the loan repayments if there were not a moratorium.  
Critical interventions are needed with MFIs’ creditors as the 
MFIs cannot collect on loans.  

 
Financial Impact on MFIs 
Although the RBI eased liquidity and capital requirements on 
March 27, 2020 these benefits have not been felt by MFIs to the 
same extent.  MFIs are trying to moderate the significant impact 
on their operating costs by reducing staffing levels but these 
cuts could have a downward spiral affect for the MFI sector 
which is essential for intermediating funds among low-income 
consumers at the base of the economy and could hamper MFI 
action to re-establish full operations.  

 
Social Impact of MFIs  
Like most MFIs in the region, MFIs in India are helping to ease 
the social impact of the current lockdown by using their 
extensive networks to distribute food, health supplies, and 
health information to clients in remote, poor and other 
vulnerable communities. This voluntary contribution to the 
community and concern for consumer protection has long been 
a part of the ethos of MFIs generally and is again at the 
forefront of their activities. 
 
 
 
 
 
 

 
 

 
PRIORITY RECOMMENDATIONS 
 
Government 

• All microfinance institutions (MFIs), but especially deposit-
taking MFIs, should remain open and be allowed to operate 
with appropriate social distancing measures in place. 

• Work with NABARD and SIDBI to ensure that both large and 
small MFIs are able to access their liquidity. 

• To enable MFI clients and broader economies to re-start 
after the lock down, government and development partners 
should implement a low-cost risk-sharing loan facility that 
incentivises MFIs (and banks) to begin lending again to 
clients and businesses in the informal sector. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making. 

 
Regulators and Central Bank 

• The Reserve Bank of India (RBI) should work with banks that 
are creditors to microfinance providers to extend loan terms 
which will ensure stability across the entire financial system.  

• RBI should continue to extend the target long-term repo 
operations that are made available to banks to MFIs well. 

 
Microfinance Investor Community 

• Extend loan terms and restructuring of loans to MFIs in-line 
with the global debt refinancing principles. 

• Continue to provide liquidity support to the MFI sector. 

 
Development Partners 

• Work with microfinance investor community to extend loan 
terms to MFIs and contribute to a risk-sharing facility.  

• Advocate for MFIs to be deemed as essential business and 
access to central bank liquidity.  

• Provide financial and technical support to the government 
and regulators to ensure the microfinance sector survives 
the crisis and institute on-lending of liquidity support to 
MFIs. 

• Consider including the microfinance sector when supporting 
government social assistance programs.  

https://www.bwtp.org/product-page/miv-covid-19-coordination-mou
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Lao PDR 
 
Country Context  
As of April 29, 2020, there were 0.3 confirmed cases of COVID-
19 per 100,000 Laos inhabitants (11 country survey average: 
4.1). The average daily number of confirmed new cases – ‘the 
curve’ - has been flat in recent weeks.  
 

MFI Sector Context 
The MFI sector in Laos is relatively young but growing rapidly 
since its establishment in the early 1990s. BOL is the regulatory 
and supervisory authority of the MFI sector which includes 
deposit taking MFIs, non-deposit taking MFIs, and savings and 
credit unions. As of April 2020, there were 185 MFI members of 
the predominant national network, serving 366,000 savers and 
over 200,000 borrowers, playing a growing role in poverty 
eradication and financial inclusion in Laos. This note highlights 
areas where more could be done by government and BOL to 
ease the financial impact of COVID-19 for MFIs and their 
clients. 
 

Government Policy Response on Service Delivery 
Laos’s financial sector response to COVID-19 has had no 
differentiation for MFIs and their clients. As of March 26, BOL 
has issued a new credit policy asking banks and financial 
institutions to restructure loans and provide new loans to 
businesses affected by the outbreak. These banks and financial 
institutions will benefit from regulatory forbearance on loan 
classification and provisioning. No cash payments or other 
stimulus measures for individuals or businesses have been 
completed so far. Unlike MFIs in many other South East Asian 
countries, the Laos MFIs have been fortunate enough to be 
designated by the government as “essential businesses” and no 
MFI branches have been closed during the COVID-19 epidemic. 
The government has also announced a moratorium on 
collections from clients. MFIs are still waiting for the 
government to issue a guidance on how to implement a credit 
policy to the clients impacted by COVID-19.  
 

Liquidity Impact on MFIs  
70 per cent of the MFI clients in Laos use mainly cash and most 
of them do not have access to digital payments or ATMs. This 
situation is in line with what other surveyed countries have 
reported with the exception of China.  

 
 
While the current level of savings withdrawals is still generally 
manageable, MFIs in Laos are faced with the important need for 
liquidity support during a government mandated moratorium on 
collections from clients. MFIs are being squeezed with liquidity 
as payments are due to MFI creditors and clients require new 
loans. In response, ADA Luxemburg has opened a program for 
MFI members to apply for grants during COVID-19. Unlike banks 
which have access to central bank lending facilities, MFIs could 
greatly benefit from the type of liquidity that can only be 
provided in time of stress by BOL. 

 
Client Loan Restructuring 
A survey conducted by LMA has revealed that MFI clients are 
asking to reduce their interest rate, restructure the loan 
contract and expand the repayment period. The lockdown and 
restrictions have severely affected 50 per cent of MFI client 
incomes and their loan payment capacity (compared to the 70 
per cent average for surveyed countries). Note that the MFI 
clients’ ability to make repayments is substantially different in 
rural than in urban locations.  While government has mandated 
a moratorium on loan repayments for MFI clients, MFIs could 
benefit from similar debt relief where MFI creditors would be 
subject to moratoriums in their collections from MFIs.  

 
Financial Impact on MFIs 
Because of the impact on their clients, MFIs in Laos are already 
reporting a significant impact of the pandemic on their 
portfolio-at-risk and their profitability, which is no different 
from most of their peers in Southeast Asia.  The recent 
mitigation policies such as income tax exemptions for low-
income individuals and profit tax exemption for 
microenterprises can be effective for MFI clients. However, 
fiscal support in the form of tax cuts for MFIs is needed to 
ensure this sector can continue to perform its essential function 
of serving low-income clients. 
 

Social Impact of MFIs  
Like most MFIs in the region, MFIs in Laos are helping to ease 
the social impact of the current lockdown by using their 
extensive networks to distribute food, supplies to medical 
workers, and health supplies/information to clients. This 
voluntary contribution to the community and concern for 
consumer protection has long been a part of the ethos of MFIs 
generally and is again at the forefront of their activities. 

 
 
 
 

PRIORITY RECOMMENDATIONS 
 
Government 

• Provide guidance on credit policy implementation for clients 
impacted by COVID-19. 

• Provide space for microfinance institutions (MFIs) to 
restructure loans with creditors. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making. 

 

Regulators and Central Bank 

• BOL should consider immediately expanding its liquidity 
facilities to deposit-taking MFIs and Savings & Credit Unions 
that can pledge suitable collateral. 

• BOL should also institute a moratorium from creditors to 
MFIs and suspend classification of loans to MFIs until the 
moratorium for MFI clients is lifted to ensure stability across 
the entire financial system.  

 

Microfinance Investor Community 

• Extend loan terms and restricting of loans to MFIs consistent 
with the government mandated moratorium on client loan 
collections. 

• Continue to provide liquidity support to the MFI sector. 
 

Development Partners 

• Work with the microfinance investor community to extend 
loan terms to MFIs and contribute to risk-sharing facilities.  

• Advocate for MFIs to have access to central bank liquidity.  

• Provide financial and technical support to the government 
and BOL to ensure the MFI sector survives the crisis and 
institute on-lending of liquidity support to MFIs. 

• Consider including the microfinance sector when supporting 
government social assistance programs.  
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Myanmar 
 

Country Context  
 As of April 29, 2020, there were 0.3 confirmed cases of COVID-
19 per 100,000 inhabitants which is on the low end of the 
surveyed countries (11 country survey average: 4.1). The 
average daily number of confirmed new cases – ‘the curve’ - 
has been flat in recent weeks. 

 
MFI Sector Context 
Myanmar’s financial sector response to COVID-19 has primarily 
focused on the banking sector with little differentiation for 
MFIs and their clients. The MFI sector in Myanmar plays a 
significant role in the allocation of credit to small borrowers. It 
has approximately a 6.8% market share of the total loan 
market and has approximately US$1.1 billion into total loans. 
With members of the predominant national network having 
nearly 5 million clients compared to 2.2 million clients of banks, 
the MFIs are major contributors towards financial inclusion, 
poverty reduction and employment.  
 

Government Policy Response on Service Delivery 
From April 6-30 all MFIs were required to close as they were 
not deemed essential businesses. There have been regional 
variations in the ability of MFIs to stay open but there has been 
little differentiation between deposit-taking and non-deposit-
taking so far.  As MFIs in Myanmar lend primarily via group 
guarantees and are heavily dependent on cash handling, they 
are trying to determine how to re-adjust their business model 
under COVID-19.  

 
Liquidity Impact on MFIs  
The MFI sector is fairly well diversified in its funding sources 
with 52 per cent of the loan portfolio funded with equity, 14 
per cent funding with savings and the remaining 34 per cent 
with foreign and increasingly local debt from banks. Only 19 
MFIs have received authorisation in the last 4 years to mobilise 
savings and depositor confidence is still fragile in Myanmar.  
The government’s Comprehensive COVID-19 Response Plan 
(CCRP) recognizes the importance of low-cost liquidity for MFIs 
and delegated the MFI regulator, the FRD, to address this.  FRD 
should also work with the CBM to ensure MFIs can assess 
liquidity via the central bank’s forthcoming credit auctions. 
 

 
 
 
 
 

Client Loan Restructuring 
Next to Cambodia, Myanmar has the largest informal economy 
in Asia and one of the largest in world with over 80 per cent of 
the total workforce being informal workers according to the 
International Labour Organization. Reaching these individuals 
with government assistance will be challenging. Although MMFA 
has indicated that approximately 90 per cent of MFI clients have 
limited or no income at this time, the impact on non-performing 
loans has only been moderate compared to 70 per cent of the 
MFI networks in the region which have considered the impact 
significant.  This could also be the result of the small loan size 
(US$300) and shorter duration of loans (e.g., 6 to 12 months) in 
Myanmar.  Many MFIs will have to restructure their own debt to 
funders and these discussions are underway. 
 

Financial Impact on MFIs 
Despite actions to ease the economic impact of COVID-19 to-
date this is not being felt by MFIs. MFIs in Myanmar are already 
reporting a small impact on non-performing loans and a 
significant hit to profitability as they have generally maintained 
their staffing levels as operations have closed. MFIs anticipate a 
much greater impact in the weeks and months ahead. 
 

Social Impact of MFIs 
Like most MFIs in the survey, the MFIs in Myanmar are actively 
helping to ease the social impact of the current lockdown by 
distributing food to medical works, health supplies, and health 
information to clients. This voluntary contribution to the 
community and concern for consumer protection has long been 
a part of the ethos of MFIs generally through their code of 
conduct via the association and remains at the forefront of their 
activities. 
 
 
 
 
 
 
 
 
 
 

 
 

 
 
PRIORITY RECOMMENDATIONS  
 
Government 

• All microfinance institutions (MFIs), but especially deposit-
taking MFIs, should be deemed essential businesses in all 
regions of the country and allowed to operate with 
appropriate social distancing measures in place. 

• The Microfinance Supervisory Committee should rapidly 
approve any new investments or borrowings by MFIs and 
temporarily suspend any required approvals for existing 
MFIs/investors. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making. 

 

Regulators and the Central Bank 

• The Financial Regulatory Department (FRD) and Central Bank 
of Myanmar (CBM) should coordinate to ensure that banks 
that have lent to MFIs have the flexibility to allow for 
rescheduling of their loans. 

• FRD should make low-cost liquidity available to MFIs through 
direct lending operations and work with CBM to ensure MFIs 
can participate in credit auctions. 

 

Microfinance Investor Community 

• Extend loan terms and restructuring of loans to MFIs in-line 
with the global debt refinancing principles and continue to 
provide liquidity support to the microfinance sector. 

 

Development Partners 

• Work with the microfinance investor community to extend 
loan terms to MFIs and contribute to a risk-sharing facility.  

• Provide financial and technical support to the government 
and regulators to ensure the microfinance sector survives 
the crisis and institute on-lending of liquidity support to 
MFIs. 

 
  

https://www.bwtp.org/product-page/miv-covid-19-coordination-mou
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Nepal 
Country Context  
As of April 29, 2020, there were 0.2 cumulative confirmed 
cases in Nepal of COVID-19 per 100,000 inhabitants (11 country 
survey average: 4.1). The average daily number of confirmed 
new cases - ‘the curve’ - has been relatively flat. 

MFI Sector Context 
Members of the predominant national network of MFIs in 
Nepal provide both deposit and credit services to 4.5 million 
clients and are a major contributor towards financial inclusion 
and sustainable access to microfinance services for the poor. 
This note highlights areas where more could be done by the 
government and central bank to ease the financial impact of 
COVID-19 for MFIs and their clients. 

Government Policy Response on Service Delivery 
The Nepal financial sector response to COVID-19 has primarily 
focused on the banking sector with little differentiation for 
microfinance institutions and their clients. The Refinance Fund 
has been increased to provide subsidised funding for banks 
willing to lend at a concessional rate to priority sectors 
including small and midsize enterprises affected by the 
pandemic. The NRB is no longer requiring banks to build up the 
2 per cent countercyclical capital buffer due in July 2020. NRB 
has temporarily relaxed reporting norms and banks and 
financial institutions will not be penalized for non-compliance 
with regulatory and supervisory requirements as of April. NRB 
has also reduced the interest rate on the standing liquidity 
facility and lowered its cash reserve ratio. No cash payments or 
other stimulus measures for individuals or businesses have 
been completed so far. 

Despite the fact that Nepal’s MFIs have been designated by the 
government as “essential businesses”, 95 per cent of their 
operations remained closed during the COVID-19 epidemic. 
Some branches are open partly for savings withdrawal and 
some MFIs are still accepting repayments which have been 
drastically reduced due to a moratorium on collections from 
clients. The MFIs’ main request from the government is to relax 
payments, provide interest subsidy, purchase products from 
MFI clients, and supply chain management. The MFI regulator 
could provide assistance with interest rate review, loan 
rescheduling and offering bundled products, as dictated by the 
current operational needs of MFIs. 

Liquidity Impact on MFIs  
The survey shows that Nepal’s MFIs are the only ones in the 
region experiencing an above average level of withdrawals of 
savings.  

 
The current level of savings withdrawals is no longer 
manageable and has become concerning as MFIs are faced with 
the urgent need for liquidity support during a government 
mandated moratorium on collections from clients. CMF 
estimates that 99 per cent of the MFI clients in Nepal use mainly 
cash and most of them do not have access to digital payments 
or ATMs. This situation is more severe than in most surveyed 
countries. In Nepal, similar to all MFI networks in the survey, 
MFIs are actively seeking liquidity from investors, creditors and 
the central bank. MFIs are being squeezed with liquidity as 
payments are due to MFI creditors but their own borrowers are 
withdrawing their savings while not repaying their loans due to 
a government mandated moratorium and economic conditions. 
Unlike banks which have access to central bank lending facilities, 
MFIs could greatly benefit from the type liquidity that can only 
be provided in time of stress by a central bank. 

Client Loan Restructuring 
The high level of restriction during lockdown in Nepal has had a 
severe impact on MFIs with 95 per cent of their clients reporting 
a lack of income and inability to make repayments (compared to 
the 70 per cent average for surveyed countries). In Nepal and 
most of South Asia MFI clients have already begun asking for 
loans to be restructured or extended.  Note that the MFI clients’ 
ability to make repayments is substantially different in rural 
than in urban locations.  While government has mandated a 
moratorium on loan repayments for MFI clients, MFIs could 
benefit from a similar debt relief where MFI creditors would be 
subject to moratoriums in their collections from MFIs.  

Financial Impact on MFIs 
Because of the strenuous economic impact on their clients, MFIs 
in Nepal are already reporting a significant negative impact on 
their portfolio-at-risk and their profitability, which is no different 
from most of their peers in South Asia.  As such, fiscal support in 
the form of tax cuts and other relief for MFIs is needed to 
ensure this sector can continue to perform its essential function 
of serving low-income clients. 

Social Impact of MFIs  
Due to the lockdown MFI clients were not able to sell their 
dairy, agriculture and other products and services. This caused 
clients to request subsidies and food support for their 
livelihood. Like most MFIs in the region, the MFIs in Nepal are 
helping to ease the social impact of the current lockdown by 
using their extensive networks to distribute food and health 
information and supplies to clients in remote, poor and other 
vulnerable communities. This voluntary contribution to the 
community and concern for consumer protection has long been 
a part of the ethos of MFIs generally and is again at the 
forefront of their activities.  
 

 
 
PRIORITY RECOMMENDATIONS  
 

Government 

• Government should consider fiscal support to microfinance 
institutions (MFIs) to ease immediate liquidity pressures. 

• To enable MFI clients and broader economies to re-
start after the lock down, government and development 
partners should implement a low-cost risk-sharing loan 
facility that incentivises MFIs (and banks) to begin lending 
again to clients and businesses in the informal sector. 

• Ensure women’s representation in all COVID-19 response 
planning and decision-making. 

 

Regulators and Central Bank 

• NRB should expand its liquidity facilities to deposit-taking 
MFIs that can pledge suitable collateral. 

• Mandate a moratorium from creditors to MFIs until the 
moratorium for MFI clients is lifted to ensure stability across 
the entire financial system.  

 

Microfinance Investor Community 

• Extend loan terms and restricting of loans to MFIs consistent 
with the government mandated moratorium on client loan 
collections. 

• Continue to provide liquidity support to the MFI sector. 
 

Development Partners 

• Work with microfinance investor community to extend loan 
terms to MFIs and contribute to a risk-sharing facility.  

• Advocate for MFIs to be deemed essential business and 
access to central bank liquidity.  

• Provide financial and technical support to the government 
and regulators to ensure the MFI sector survives the crisis 
and institute on-lending of liquidity support to MFIs. 

• Consider including the microfinance sector when supporting 
government social assistance programs.  
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Pakistan 
 

Country Context  
As of April 29, 2020, there were 6.6 confirmed cases of COVID-
19 per 100,000 inhabitants (11 country survey average: 4.1). 
The average daily number of confirmed new cases – ‘the curve’ 
- has been trending upwards in recent weeks.  
 

MFI Sector Context 

Similar to other countries, Pakistan’s financial sector response 
to COVID-19 has primarily focused on the banking sector with 
little differentiation for MFIs and their clients. This is despite 
the MFI sector in Pakistan being one of the largest in the world 
with MFI members of the predominant national network 
holding US$1.6 billion in savings for over 47 million clients and 
providing US$1.9 billion in loans to 7.2 million clients.  MFIs are 
the largest contributor towards financial inclusion at the base 
of the pyramid in Pakistan and a major engine for poverty 
reduction and employment. This note highlights areas where 
more could be done by government and the central bank to 
further ease the financial impact of COVID-19 for MFIs and 
their clients.   

 
Government Policy Response on Service Delivery 
Some provinces have not designated MFIs as essential 
businesses, and therefore, they have not been able to operate 
their branches.  This is putting stress on clients’ ability to access 
their savings at this critical time. Without a rapid reversal of 
this policy it could affect the long-term confidence and 
sustainability of the sector.  

 
Liquidity Impact on MFIs  
As a sector, MFIs in Pakistan had a loan to deposit ratio of 
114% immediately prior to the crisis. While this is better than 
most MFIs in the survey, there is still a strong need for 
additional liquidity by MFIs in Pakistan.  Deposit withdrawals 
have been deemed manageable to date, but liquidity stress is 
likely to increase the longer the crisis continues.  Rather than 
waiting for a liquidity crisis, the SBP should immediately expand 
access to central bank lending facilities to all licensed MFIs. 
 
 
 
 
 

 
 

 
Client Loan Restructuring 
Its estimated that nearly 57 per cent of MFI clients are 
experiencing a complete (40%) or partial (17%) loss of income.  
Clients have begun asking for loan modifications under the 
government mandated moratorium on loan repayments and 
the government is allowing for eased provisioning requirement 
for one year.  While these are helpful, it is equally important 
that all investors and lenders to MFIs also restructure their 
loans to MFIs.  

 
Financial Impact on MFIs 
Despite the central bank easing the reserve ratio, cutting 
interest rates, expanding debt servicing ratios to 60 per cent 
and allowing for the 1-year relaxation of regulatory criteria on 
restructured loans, MFIs are already reporting a significant 
impact on non-performing loans which stood at 4.8 per cent 
pre-crisis and a moderate hit to profitability.  

 
Social Impact of MFIs  
Like most MFIs in the survey, the MFIs in Pakistan are actively 
helping to ease the social impact of the current lockdown by 
using their extensive networks to distribute food, health 
supplies, and health information to clients in remote, poor and 
other vulnerable communities. This voluntary contribution to 
the community and concern for consumer protection has long 
been a part of the ethos of MFIs generally, their code of 
conduct and is again at the forefront of their activities. 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 
PRIORITY RECOMMENDATIONS  
 
Government 

• All microfinance institution (MFI) offices in all provinces 
across the country should be deemed essential businesses 
and allowed to operate with appropriate social distancing 
measures in place. 

• Government should consider providing space for MFIs to 
restructure loans with creditors. 

• To enable MFI clients and broader economies to re-start 
after the lock down, government and development 
partners should implement a low-cost risk-sharing loan 
facility that incentivises MFIs (and banks) to begin lending 
again to clients and businesses in the informal sector. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making. 

 

Regulators and Central Bank 

• SBP's liquidity facilities should be available to all MFIs that 
can pledge suitable collateral for borrowing or provide 
liquidity through credit auctions at SBP. 

 

Microfinance Investor Community 

• Extend loan terms and restructuring of loans to MFIs in-line 
with the global debt refinancing principles. 

• Continue to provide liquidity support to the MFI sector. 
 

Development Partners 

• Where designated as essential businesses, advocate for 
MFI access to central bank liquidity. 

• Work with the microfinance investor community to extend 
loan terms to MFIs and contribute to risk-sharing facilities.  

• Provide financial and technical support to the government 
and regulators to ensure the microfinance sector survives 
the crisis and institute on-lending of liquidity support to 
MFIs.

https://www.bwtp.org/product-page/miv-covid-19-coordination-mou
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Philippines 
 

Country Context  
As of April 29, 2020, there were 7.3 cumulative confirmed 
cases of COVID-19 per 100,000 inhabitants (11 country survey 
average: 4.1). The average daily number of confirmed new 
cases – ‘the curve’ - has been relative flat in recent weeks.  
 

Microfinance Sector Context 
The Philippines financial sector response to COVID-19 has 
primarily focused on the banking sector with little 
differentiation for MFIs and their clients. Members of 
Microfinance Council of the Philippines (MCPI), the 
predominant national network of MFIs in the Philippines, 
provide both savings and credit services to 6.5 million clients 
and are a major contributor towards financial inclusion and 
poverty reduction.  
 

Government Policy Response on Service Delivery 
To comply with the government’s initial quarantine and 
lockdown requirements, microfinance providers suspended 
their operations and declared a moratorium on loans of clients. 
With the extension of these restrictions, there was a need to 
recognise that microfinance providers are economic frontliners 
providing critical services enabling microentrepreneurs to 
continue their businesses and access their microsavings. 
Therefore, microfinance leaders of MCPI are lobbying with the 
government to allow microfinance providers to re-open 
branches and operate with a skeletal staff.  
 

Liquidity Impact on MFIs  
Aside from the need to be deemed essential businesses, the 
need for liquidity support for MFIs is the most acute near-term 
requirement. In the Philippines, similar to all MFI networks in 
the survey, MFIs are actively seeking liquidity from investors, 
creditors, government financial institutions and the central 
bank. Savings withdrawals have so far been manageable in part 
because MFIs have been forced to close branches which has 
put stress on clients who need access to their savings now. 
MFIs are being squeezed with liquidity as payments are due to 
MFI creditors but their own borrowers are not repaying their 
loans due to a government mandated moratorium and 
economic conditions. 
 
 

 
 
 
 
 
 Further, most microfinance providers continue to pay the 
salaries of their staff during the lock down creating a further 
drain on cash reserves, with no or little income to offset this 
expenditure. Unlike banks which have access to central bank 
lending facilities, MFIs could greatly benefit from the type of 
liquidity that can only be provided in times of stress by 
government financial institutions and the central bank.  
 

Client Loan Restructuring 
In the Philippines and most of South East Asia MFI clients have 
already begun asking for loans to be restructured or extended. 
It is estimated that 80 per cent of their clients (compared to 
the 70 per cent average for surveyed countries) are no longer 
able to make repayments due to quarantine and lockdown 
requirements.  As a result, the government has mandated a 
moratorium on loan repayments for MFI clients, and MFI 
creditors have been encouraged to negotiate moratoriums or 
other relaxations with MFIs on a case by case basis. 
 

Financial Impact on MFIs 
Despite the central bank easing the reserve requirements in 
early April, MFIs in the Philippines are already reporting an 
impact on non-performing loans and a significant hit to 
profitability. Fiscal support for MFIs and their members is 
needed to ensure this sector can continue to perform its 
essential function of intermediating funds among low-income 
consumers at the base of the economy.  
 

Social Impact of MFIs  
Like many MFIs in the region, some MFIs in the Philippines are 
helping to ease the social impact of the current lockdown by 
using their extensive networks to distribute food and health 
information to clients in remote, poor and other vulnerable 
communities. This voluntary contribution to the community 
and concern for consumer protection has long been a part of 
the ethos of MFIs generally and is again at the forefront of their 
activities. 
 
 

 
 

PRIORITY RECOMMENDATIONS 
 

Government 

• All microfinance institutions (MFIs) should be deemed 
economic frontliners providing essential services and 
allowed to operate with a skeletal workforce during the 
lockdown, similar to commercial banks, with 
implementation of appropriate health standards and social 
distancing measures in place. 

• To enable MFI clients and broader economies to re-start 
after the lock down, government and development 
partners should implement a low-cost risk-sharing loan 
facility that incentivises MFIs (and banks) to begin lending 
again to clients and businesses in the informal sector. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making.  

 

Regulators and the Central Bank 

• The central bank should expand its COVID-19 liquidity 
facilities to MFIs. 

• Mandate a moratorium from creditors to MFIs until the 
moratorium for MFI clients is lifted to ensure stability 
across the entire financial system.  

 

Microfinance Investor Community 

• Extend loan terms and restricting of loans to MFIs 
consistent with the government mandated moratorium on 
client loan collections. 

• Continue to provide liquidity support to the MFI sector. 
 

Development Partners 

• Work with the microfinance investor community to extend 
loan terms to MFIs and contribute to a risk-sharing facility.  

• Advocate for MFIs to be deemed economic frontliners 
providing essential services with access to liquidity from 
the central bank and government financial institutions, 
generally.  

• Provide financial and technical support to the government 
and regulators to ensure the microfinance sector survives 
the crisis and institute on-lending of liquidity support to the 
sector. 

• Include the microfinance sector when supporting 
government social assistance programs.
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Sri Lanka 
 

Country Context  
As of April 29, 2020, there were 2.4 cumulative confirmed 
cases of COVID-19 per 100,000 inhabitants (11 country survey 
average: 4.1). The average daily number of confirmed new 
cases – ‘the curve’ - has been trending upwards slightly in 
recent weeks. 
 

MFI Sector Context 
Sri Lanka’s financial sector response to COVID-19 has primarily 
focused on the banking sector with little differentiation for 
microfinance institutions and their clients. The MFI sector in Sri 
Lanka provides both deposit and credit services to 
approximately 2.5 million clients. MFIs are major contributors 
towards financial inclusion, poverty reduction and 
employment. This note highlights areas where more could be 
done by government, the central bank and to ease the financial 
impact of COVID-19 for MFIs and their clients.  
 

Government Policy Response on Service Delivery 
As in several other countries in South East Asia, lending activity 
in Sri Lanka by MFIs and access to savings by clients has been 
restricted by curfews and lockdowns. Despite MFIs assisting in 
the distribution of food to clients, they have not been able to 
continue their core business of issuing loans and providing 
access to savings during this critical time of need. Without a 
rapid reversal of this policy it could affect the long-term 
confidence and sustainability of the sector.   

 
Liquidity Impact on MFIs  
Aside from the need to be deemed essential businesses, the 
need for liquidity support for MFIs is the most acute near-term 
need. Local banks are important lenders to MFIs and given 
their own concerns for solvency, liquidity in the market is 
drying up. Deposit withdrawals have still been manageable in 
MFIs in part because they have been forced to close.  However, 
this puts stress on clients which need access to their savings 
now.  MFIs are also being squeezed with liquidity as payments 
are due to MFI creditors, but their own borrowers are seeking 
moratoriums on loan repayments in line with the central bank’s 
instructions for banks. In addition, the working capital 
refinance facility that is available to banks and debt 
moratoriums for their borrowers has not been extended to 
MFIs.  

 
 
 
 
 
However, some respite was provided in the form of the central 
bank announcement on April 12 that licensed MFIs and finance 
companies (many of which provide microfinance services) can 
avail of lower liquidity ratios and liquidity support via the 
liquidity Support Scheme under the Deposit Insurance Corp.   
 

Client Loan Restructuring 
Its estimated that 90 per cent of clients in Sri Lanka (compared 
to the 70 per cent average for surveyed countries) have not 
been able to meet loan repayments – this is the highest level in 
the region surveyed.  The working capital loans and refinancing 
schemes made available by government to licensed finance 
companies and banks and their clients have not been extended 
to MFIs. Critical interventions will be needed with MFIs’ 
creditors as the MFIs struggle to collect on loans.  
 

Financial Impact on MFIs 
The central bank eased on April 12 the liquidity ratio and 
capital ratios for licensed finance companies which is how 
many MFIs are licensed. MFIs in Sri Lanka are already reporting 
a significant impact on non-performing loans and a significant 
hit to profitability.  MFIs are reducing their operating costs by 
reducing staffing levels. This could have a downward spiral 
affect as the MFI sector is essential for intermediating funds 
among low-income consumers.  
 

Social Impact of MFIs  
Like most MFIs in the region, MFIs in Sri Lanka are helping to 
ease the social impact of the current lockdown by using their 
extensive networks to distribute food, health supplies, and 
health information to clients in remote, poor and other 
vulnerable communities. This voluntary contribution to the 
community and concern for consumer protection has long 
been a part of the ethos of MFIs generally and is again at the 
forefront of their activities. 
 
 
 
 
 
 
 

 
 
 
 

PRIORITY RECOMMENDATIONS  
 
Government 

• All microfinance institutions (MFIs), but especially deposit-
taking MFIs, should continue to be allowed to operate with 
appropriate social distancing measures in place. 

• Government should extend the working capital loan facility 
and client refinancing facilities that are made available to 
banks and their clients to MFIs as well. 

• To enable MFI clients and broader economies to re-start 
after the lock down, government and development 
partners should implement a low-cost risk-sharing loan 
facility that incentivises MFIs (and banks) to begin lending 
again to clients and businesses in the informal sector. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making. 

Regulators and Central Bank 

• Extend the central bank's liquidity facilities to microfinance 
companies and licensed finance companies as appropriate.  

• Central bank should work with banks that are creditors to 
microfinance providers to extend loan terms which will 
ensure stability across the entire financial system.  

Microfinance Investor Community 

• Extend loan terms and restructuring of loans to MFIs in-line 
with the global debt refinancing principles. 

• Continue to provide liquidity support to the MFI sector. 

Development Partners 

• Work with the microfinance investor community to extend 
loan terms to MFIs and contribute to a risk-sharing facility.  

• Advocate for MFIs to be deemed essential businesses and 
access to central bank liquidity.  

• Provide financial and technical support to the government 
and regulators to ensure the MFI sector survives the crisis 
and institute on-lending of liquidity support to MFIs. 

• Consider including the microfinance sector when 
supporting government social assistance programs.

https://www.bwtp.org/product-page/miv-covid-19-coordination-mou
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Viet Nam 
 

Country Context  
As of April 29, 2020, there were 0.3 cumulative confirmed 
cases of COVID-19 per 100,000 inhabitants (11 country survey 
average: 4.1). The average daily number of confirmed new 
cases – ‘the curve’ - has been flat in recent weeks. 
 

MFI Sector Context 
Vietnam’s financial sector response to COVID-19 has primarily 
focused on the banking sector with little differentiation for 
MFIs and their clients. Members of the predominant national 
network of MFIs in Vietnam provide both deposit and credit 
services to approximately 1.3 million clients. MFIs are major 
contributors towards financial inclusion, poverty reduction and 
employment. This note highlights areas where more could be 
done by government, the central bank and to ease the financial 
impact of COVID-19 for MFIs and their clients.  
 

Government Policy Response on Service Delivery 
MFIs in Viet Nam have been deemed essential businesses and 
allowed to keep their branches open during the crisis.  This has 
been the case for MFIs in most countries in the survey and 
more countries are moving in this direction. As there are more 
than two times the number of savers as there are borrowers in 
Vietnamese MFIs, it is critical that they be allowed to remain 
open to facilitate payments and access to savings.  Most MFI 
clients are heavily dependent on cash and government is 
strongly encouraging the swift move to digital payments by 
waving fees on payments.  MFIs are trying to adapt but support 
is needed in this transition.  
 

Liquidity Impact on MFIs  
For most MFIs in the survey the need for liquidity support is the 
most acute near-term need. Viet Nam is the only country in the 
survey where MFIs are not actively working with lenders to 
ensure that their own loan terms are extended.  This is in part 
due to the reliance in Vietnamese MFIs on savings and equity 
as the primary source of funds whereas MFIs in many other 
countries borrow heavily.  This reliance on savings makes the 
careful management of liquidity to maintain depositor 
confidence all the more important in Viet Nam.  While MFIs in 
Viet Nam have indicated above average withdrawals of 
deposits the situation is still manageable.  
 

 
 
 
 
 
The majority of institutions providing microfinance are not 
formally licensed MFIs but rather MFOs and MFPs.  As such, 
these later organisations would not have the same ability to 
access central bank liquidity and the central bank will need to 
look at how to ensure liquidity is available to all providers of 
microfinance.   
 

Client Loan Restructuring 
Its estimated that 70 per cent of clients in Viet Nam (similar to 
the average for surveyed countries) are unable to meet loan 
repayments.  Government has announced a moratorium on 
loan collections for MFIs. The central bank has encouraged 
banks and MFIs to restructure debts and provide new loans.  
Unlike most (55%) of the countries surveyed, MFIs have not yet 
seen a significant impact on non-performing loans.    

 
Financial Impact on MFIs 
On March 17 the central bank reduced interest rates and 
increased their own rate on deposits.  The State Bank of Viet 
Nam has also encouraged banks and MFIs to lower operating 
costs and pass along the savings to clients in the form of 
reduced interest rates.  Viet Nam is the only country in the 
survey which has indicated that COVID-19 has had no or little 
impact on operating margins in MFIs.  This is tied to the fact 
that loans are still performing and there is still a stable base of 
deposits funding the loan portfolios.  If any of these factors 
change, MFIs in Viet Nam are likely to join their regional 
counterparts in feeling a squeeze on margins and profitability.   

 
Social Impact of MFIs  
Like most MFIs in the region, MFIs in Viet Nam are helping to 
ease the social impact of the current lockdown by using their 
extensive networks to distribute food to frontline medical 
workers and health information to clients in remote, poor and 
other vulnerable communities. This voluntary contribution to 
the community and concern for consumer protection has long 
been a part of the ethos of MFIs generally and is again at the 
forefront of their activities. 
 
 
 

 
 
 
 

PRIORITY RECOMMENDATIONS  
 
Government 

• All microfinance institutions (MFIs) should continue to be 
deemed essential businesses and allowed to operate with 
appropriate social distancing measures in place. 

• To enable MFI clients and broader economies to re-start 
after the lock down, government and development 
partners should implement a low-cost risk-sharing loan 
facility that incentivises MFIs (and banks) to begin lending 
again to clients and businesses in the informal sector. 

• Government should consider fiscal support to MFIs to 
ensure their outreach to vulnerable communities. 

• Ensure women's representation and client protection in all 
COVID-19 response planning and decision-making. 

 

Regulators and Central Bank 

• Extend all the central bank's liquidity facilities to licensed 
MFIs, microfinance organisations (MFOs) and microfinance 
providers (MFPs) that can pledge suitable collateral.  

• Central bank should review the existing microfinance 
regulations and identify areas of further regulatory 
flexibility related to capital and liquidity requirements. 

 

Microfinance Investor Community 

• Extend loan terms and restructuring of loans to MFIs, as 
needed, in-line with the global debt refinancing principles. 

• Continue to provide liquidity support to the microfinance 
sector. 

 

Development Partners 

• Work with the microfinance investor community to 
participate in risk-sharing facilities to re-start the economy.  

• Advocate for MFIs for their regulations to be reviewed by 
the central bank.  

• Provide financial and technical support to the government 
and regulators to ensure the MFI sector survives the crisis 
and can transition to digital payments.  

• Consider including the microfinance sector when 
supporting government social assistance programs.  

https://www.bwtp.org/product-page/miv-covid-19-coordination-mou
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Annex 1. Policy Response to the Microfinance Sector, by Country (MFI COVID-19 Impact Tracker), as at 30 April 2020) 
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Network 
Percentage/ 

Average 

Cumulative confirmed COVID-19 cases per 100,000  3.7 0.8 6.1 2.2 0.3 0.3 0.2 6.6 7.3 2.4 0.3 4.1  

MFI Liquidity 

Most MFIs are not approaching creditors, investors or government for liquidity x x x x x x x x x x  ✓ 9% 

Most MFIs do not need extended loan terms from their creditors**  x ✓  x ✓  x  x  x  x ✓ x  x 27% 

Service Delivery  

MFIs are designated as essential businesses**  x ✓  x ✓ ✓  x ✓  x  x  x ✓ 45% 

Ability of MFI clients to make repayments does not differ substantially by rural or 
urban locations. 

 ✓  ✓ x x x x x x x ✓ x 27% 

Most MFI clients use and have access to digital payments and don't rely on cash for 
loans repayments** 

 x  x ✓  x  x  x  x  x  x  x  x 9% 

Client Loan Restructuring 

MFI clients aren't asking to restructure or extend loans** ✓  x  x  x  x  x  x  x  x  x  x 9% 

Lockdowns/restrictions aren't severely affecting MFI client incomes & their ability to 
repay loans** 

 x ✓ ✓  x  x  x  x  x  x  x  x 18% 

A moratorium on collections from clients was mandated (Man.) by government or 
done voluntarily (Vol.) by institutions** 

Man. Vol. Vol. Vol. Man. Man.  Man. Vol. Man. None Man. 45% 

Financial Impact  

Regulators have eased prudential requirements for MFIs**  x  x ✓  x ✓ ✓ ✓ ✓ ✓ ✓  x 64% 

Portfolio at Risk isn't being significantly impacted**  x ✓  x ✓  x ✓  x  x ✓  x ✓ 45% 

Operating margins in MFIs aren't being significantly impacted**  x  x  x  x  x  x  x  x  x  x ✓ 9% 

Social Impact  

MFIs are providing food or health supplies to clients/ community**  ✓  x ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ ✓ 91% 

COVID-19 government policy response rating 2 5 5 5 3 3 3 3 4 3 4  

* In Bangladesh only 10% and in Sri Lanka 50% of clients require cash in / cash out services because they don’t have access to digital payments or ATMs. 

** This is the status in late April, the situation in each case may have changed since. These items contribute to a rating of the overall government and regulatory policy response to the microfinance sector in each country, 
with a score of 8 or higher considered as sufficient.
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The Foundation for Development Cooperation 
FDC is an independent Australian foundation established 
in 1990. FDC is committed to building prosperity and 
inclusion across developing countries in the Asia-Pacific 
region by pursuing initiatives that reduce poverty and 
promote inclusive growth. It achieves this by 
researching, piloting and promoting development 
initiatives that are market-based and innovative. A key 
feature of FDC’s work is its focus on enhancing levels of 
stakeholder collaboration. Drawing upon its extensive 
networks from across the public, private, NGO and 
academic sectors, FDC assembles the collective skills, 
knowledge and resources of relevant organisations to 
strengthen the sustainability and impact of development 
initiatives. www.fdc.org.au  

 
 
Banking with the Poor 
The BWTP network is a unique platform comprising 
microfinance and inclusive growth stakeholders across 
17 Asian economies including some of the region’s most 
prominent financial inclusion practitioners and thought 
leaders. Working in partnership with its members, BWTP 
explores, demonstrates and publicises the potential for 
financial services provided on a commercial basis to 
provide opportunity for the poor. This includes 
conducting research and facilitating peer learning to 
improve policy and practice in the region. www.bwtp.org  
 
 
 
 
 
 
 
 
 
 
 
 

 

Support for the Responding to COVID-19: 
Recommendations for Microfinance Stakeholders in 
Asia initiative was provided by several national-level 
microfinance networks across Asia. These associations 
play an important role in supporting the development of 
their members and building microfinance sectors which 
are inclusive, sustainable and deliver positive impact 
towards the poorest and most vulnerable segments of 
society. Their ability to assist financial services providers 
in addressing the challenges associated with serving the 
poor or creating a more enabling environment through 
policy advocacy can make a significant contribution 
towards improving the financial health and well-being of 
a substantial part of the disadvantaged population. 
 

Cambodia Microfinance Association 
Centre for Microfinance, Nepal 
China Association of Microfinance 
Credit and Development Forum, Bangladesh 
Lanka Microfinance Practitioners' Association, Sri Lanka 
Lao Microfinance Association 
Microfinance Council of the Philippines 
Myanmar Microfinance Association 
Pakistan Microfinance Network 
Sa-Dhan, India 
Vietnam Microfinance Working Group 

For more information please contact: 
 

Stephen Taylor 
Executive Director & Deputy Chair 
E: stephentaylor@fdc.org.au 

 

 
Shawn Hunter 
Senior Manager 
E: shawnhunter@fdc.org.au 

This report was prepared jointly by the Foundation for 
Development Cooperation and Dave Grace & Associates. 

http://www.fdc.org.au/
http://www.bwtp.org/

