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SIEM REAP, Cambodia: As dark clouds approached
her village in northwestern Cambodia one afternoon
in July, Set Sreylon prepared for the monsoon that
threatened to flood her new family home. While the
rains were a concern, the 37-year-old feared a big-
ger threat to her property - the daily visits from
debt collectors demanding repayments on her
microfinance loan and ensuing credit she had taken
out to keep up with the repayments.

With the coronavirus pandemic ending Sreylon
and her husband’s jobs in the tourism industry, the
mother-of-two was at a loss as to how she would
keep the lenders at bay, and clear a growing debt
secured by the title to her family’s land. Her debt -
originally a single loan from a microfinance institu-
tion (MFI) - had almost doubled in a year to $8,000
and was pursued by various loan sharks charging
up to 40 percent interest.

“You borrow from A to pay B, then you borrow
from B to pay C,” she said outside her home in Pouk
district, a few miles from Cambodia’s Angkor tem-
ples and the tourism hotspot of Siem Reap.

“What’s the end result? You run out of letters
and you have to sell your land,” Sreylon told the
Thomson Reuters Foundation. Microfinance was
pioneered in the 1970s by Nobel laureate
Muhammad Yunus to give low interest credit to
poor or rural people to set up businesses but the
fast-growing sector has been invaded by predatory
lenders who can strip people of everything.

Dozens of interviews with indebted villagers,
charity staff, economists, lenders and officials
revealed how the coronavirus fallout has com-
pounded microfinance debts, with fears growing
that countless Cambodians could end up destitute
and homeless. “The Cambodian microfinance sector
was already headed for a meltdown,” said Milford
Bateman, a visiting professor of economics at Juraj
Dobrila University of Pula in Croatia, and one of the
world’s leading academics and authors on the issue.

“COVID-19 has accelerated a slow-moving dis-
aster for the poor as they are gradually stripped of
their land,” he added.

Poverty to profit
Sreylon is far from alone. She holds one of 2.7

million microloans in a country of 3.3 million house-
holds, where the average debt per borrower is the
world’s highest at $3,800 - more than twice
Cambodia’s gross domestic product per capita.
Since the Southeast Asian nation emerged from
decades of war in the 1990s, microfinance has
evolved into a $10 billion sector profiting interna-
tional financial institutions.

The model has been credited with helping drag
millions out of poverty by funding farming equip-

ment or small businesses, but activists and academ-
ics said it has driven a rising number of borrowers
to sell land, migrate or put their children to work.
About one in two Cambodians were landless in
2016, up from a third in 2009, the latest state data
shows. It is unknown to what extent this rise was
fuelled by the microfinance industry. Organizations
including the United Nations and the International
Monetary Fund have in recent years warned that
microfinance poses a risk to the Cambodian econo-
my and ever-bigger loans would only push borrow-
ers deeper into poverty.

The World Bank said in 2019 that “deteriorating
lending practices and low financial literacy” in
Cambodia had helped drive a tenfold increase in
average loan size over five years.

High interest rates, the use of land titles as collat-
eral, and pressure to repay have led to a “predatory
form of lending”, said human rights groups Licadho
and Sahmakum Teang Tnaut (STT).

A spokesman for the finance ministry said
Cambodia had a contingency plan for a potential
microfinance crash, but did not give details and
referred further questions to the central bank.

The central bank said it was working to crack
down on informal lenders while also running numer-
ous campaigns to boost people’s financial literacy.
“Education is the most sustainable and impactful
solution, but takes time to bear fruits,” said Chea
Serey, the National Bank of Cambodia’s director
general. She also urged caution over recent reports
about more borrowers falling further into debt.

“As policymakers, we need to be cautious of
‘studies’ and ‘research’ that could lead to misleading
conclusions,” she told the Thomson Reuters
Foundation by email. The chairman of the
Cambodian Microfinance Association (CMA), Kea
Borann, rejected claims of predatory lending and
said that no land had been seized by any of its 90
members during the coronavirus pandemic.

Families in crisis
The government in 2017 imposed an annual

interest-rate cap of 18 percent on MFIs in a bid to
help borrowers. But activists said lenders respond-
ed by imposing new loan fees, covering their losses
as debts continued to soar.

Borrowers who are unable to make repayments
often double down on MFI loans, or turn to unregu-
lated loan sharks who fly under the radar and offer
instant cash at rates as high as 50 percent. About 45
percent of Cambodians fell deeper into debt from
January to April, while one in eight had to sell assets,
from livestock and machinery to land, according to a
survey of 54 village chiefs and 1,000 households by
consultancy firm Angkor Research. A third of new

loans were taken to pay off existing loans or cover
living costs, while the proportion of households that
borrowed from informal lenders rose to 18 percent
from 8.6 percent in that period, showed the data,
which covered five of 25 provinces.

Dorm Diem, a village chief in Siem Reap whose
residents have combined debt worth over
$250,000, said this had led to community tensions
and people threatening each other. “Families are
losing everything. Parents are being locked up in
Thailand and children are left behind ... All villages
around here are the same,” he said. “Microfinance
has done more harm than good. The problem is only
getting worse and I don’t see how it can be solved.”

One of the villagers, 38-year-old Pherl Pheap,
said several of his neighbors had sold their homes
this year to clear their debts and headed to
Thailand, willing to risk possible arrest at closed
borders in the hope of finding work. Official data is
lacking but media reports have detailed the arrests
of hundreds of Cambodians trying to cross the bor-
der since it was closed in March. About 2 million are
estimated to work in Thailand in sectors ranging
from fishing to farming. “It’s a fire sale: sell your
house, pay your debts, go to Thailand and start
again,” Pheap said. “I am one of the lucky ones. I

managed to stay ahead of my debt, but there are
others who have borrowed so much that they will
never come back.”

While Cambodia has recorded zero deaths and
fewer than 300 cases of COVID-19, the pandemic
has pummeled the tourism, construction and gar-
ment export industries that prop up its economy,
wiping out hundreds of thousands of jobs.

At least 1.76 million jobs in the nation of about 16
million people are at risk due to COVID-19, while
the poverty rate could double, to about one-in-four
people, the World Bank said in May.

Cambodian human rights groups have this year
called for a freeze on loan repayments due to the
virus and for lenders to return more than one million
land titles held as collateral. Nine major lenders hold
90 percent of Cambodia’s $10 billion in registered
microdebt, including two former MFIs that have
since become banks. Yet the real figure is likely to be
far higher as it does not include microloans given
out by dozens of other banks or the growing number
of informal lenders, activists and experts said. CMA
Chairman Borann said repayments had been frozen
for 25,000 people among about 250,000 loans
restructured to ease pressure on borrowers since
March when the outbreak began. — Reuters

Gulf Bank announces 
winners of Al-Danah 
weekly draw 
KUWAIT: Gulf Bank held its weekly draw on
20th September 2020 announcing the names of
the winners for the week of 13 - 17 September
2020. The weekly draw consists of five winners
who receive KD 1,000 each, every week.

The winners this week are:
Mohammed Salem Mohammed Altheyab
Khaled Fahad Falih Alajmi
Fatemah Anas Hasan Almutawaa
Abdul-Mutaleb Jawad Ramadan Ahmad
Bader Naser Abdullah Bourisli
Al-Danah is now offering its biggest prize yet,

with an annual draw prize of KD 1,500,000. The
annual draw will be held on 14 January 2021, and
the last chance to deposit into an Al-Danah
account to participate is 30 September 2020.

Gulf Bank encourages customers to increase
their chances of winning with Al-Danah by
depositing more into their Gulf Bank accounts
using the new ePay (Self-Pay) service, which is
available on Gulf Bank’s online and mobile bank-
ing services. Al-Danah offers a number of unique
services to customers, including the Al-Danah
Deposit Only ATM card, which allows account
holders to deposit money into their accounts at
their convenience. Account holders can also cal-
culate their chances of winning the draws
through the ‘Al-Danah Chances’ calculator avail-
able on the Gulf Bank website and app.
Furthermore, loyal Al-Danah customers are
rewarded with loyalty chances. Loyalty chances
are the total chances accumulated from the pre-
vious year, which are added to the customer’s
chances the following year. Therefore, the total
chances earned by Al-Danah customers in 2019,
have been added to their 2020 chances, and the
same process will take place in 2021, and so on.
Terms and conditions apply.

Gulf Bank’s Al-Danah account is open to
Kuwaiti and non-Kuwaiti residents of Kuwait.
Customers require a minimum of KD200 to open
an account and the same amount should be
maintained for customers to be eligible for the
upcoming Al-Danah draws. If the customer’s
account balance falls below KD 200 at any given
time, a KD 2 fee will be charged to their account
monthly until the minimum balance is met.
Customers who open an account and/or deposit
more will enter the weekly draw within two days.
To take part in the Al-Danah 2020 quarterly and
yearly draws, customers must meet the required
hold period for each draw. 

Pandemic pummels tourism, construction and garment export industries

Land to lose: Virus compounds 
debt crisis in rural Cambodia
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PHNOM PENH: A vendor carries fruits for sale in Phnom Penh. Coronavirus-ravaged economies across the
Asia Pacific region are expected to contract this year for the first time in nearly six decades, throwing mil-
lions of people into poverty, the Asian Development Bank said. — AFP

Spain faces unusual 
crisis: How to spend 
billions in crisis funds
MADRID: After securing a generous portion of
European Union recovery funds for the coronavirus
crisis, Spain faces an unlikely problem-how to make
use of all the money, government sources told
Reuters. “This is not a crisis of dough (money), it is
a crisis of ideas,” one of the sources said, referring
to concrete investment projects to help the econo-
my out of a record recession.

In a country that has not managed to approve a
full-year budget since 2016 because of a prolonged
political paralysis, the need to suddenly absorb
extra cash is a challenge, said the sources. Spain has
been hit particularly badly by the pandemic. It has
recorded more than 640,000 COVID-19 cases, the
highest number in Western Europe, and the disease
has killed more than 30,000.

The economy slumped 18.5 percent in the sec-
ond quarter, a contraction exceeded in Europe only
by Britain. To help Spain recover, it will receive
around 140 billion euros ($166 billion) in grants and
loans out of the EU 750-billion-euro coronavirus
recovery package.

That includes 43 billion euros in grants in the
next two years alone - equivalent to about 8 per-
cent of annual expenditure. “Spending that money is
not easy,” a second government source said. Four
sources close to the management of the funds said
there were concerns and some anxiety about how
to set up the machinery to take on this amount of
liquidity.

Another source with direct knowledge of the
management of the funds said the main projects to
receive the funds had already been earmarked and
that Spain would certainly comply with deadlines
and requirements imposed by Brussels.

The European Commission has recommended
EU governments spend money from the recovery
package on green energy, transport and investment
in digitalization. Prime Minister Pedro Sanchez, who
fought hard at an EU summit in July for the recovery
fund to be approved, has put his office in charge of
supervising the implementation of the recovery
plan, with an advisory group made up of corporate
executives to be set up, another source said.

Economy Minister Nadia Calvino is also closely
involved as she is finalizing a reform plan to be pre-
sented to Brussels by Oct. 15, which must outline
the main projects eligible for the EU money.

“Right now the challenge is how the money that
arrives will be fully applied, and there will have to
be projects with a lot of absorption (investment
take-up),” said Jose Moises Martin, director of
Red2Red consultancy that caters to public authori-
ties. Aside from the recovery funds, Brussels has
approved a 21 billion euro soft loan for Spain to
finance employment support schemes, which should
alleviate pressure on the Treasury, which has been
borrowing for months for this purpose.

A source close to the budget ministry said rev-
enues had recently been better than expected, and
September debt issuance has slowed down from
the previous months. But on Wednesday the central
bank cut its 2021 growth forecast to 4.1 percent-
7.3 percent.

Its chief economist, Oscar Arce, said that under
the best-case scenario, EU funds could boost medi-
um-term GDP growth by two percentage points,
but success would hinge on choosing the right
investment projects. — Reuters

Sweden promises 
$12bn to kick-start 
economy in budget
STOCKHOLM: Sweden’s government will pump
105 billion crowns ($12 billion) into the economy
in 2021 in tax cuts and spending measures in a
record give-away aimed at getting the economy
back on its feet after the coronavirus pandemic-
induced slump.

The government forecast Sweden’s gross
domestic product will shrink around 4.6 percent
this year in its budget yesterday, a milder hit than
many other European countries. But the govern-
ment said record fiscal stimulus was needed to get
the country moving again. “Together we are going
to work Sweden’s way out of the crisis and build a
more sustainable society,” the minority coalition
said in a statement. While many countries in
Europe are re-imposing COVID restrictions after a
surge in new cases, attention is turning to how to
kick-start economies to ensure those who lost their
jobs during the pandemic are not permanently side-
lined and to support an new era of environmentally
sustainable growth. — Reuters

Major banks moved 
vast sums of illicit
money: ICIJ
WASHINGTON: Massive sums of allegedly dirty
money have flowed for years through some of the
world’s largest banking institutions, said an interna-
tional journalism investigation published Sunday,
which denounced shortcomings in sector regula-
tions. “Profits from deadly drug wars, fortunes
embezzled from developing countries, and hard-
earned savings stolen in a Ponzi scheme were all
allowed to flow into and out of these financial insti-
tutions, despite warnings from the banks’ own
employees,” according to the probe from Buzzfeed
News and the International Consortium of
Investigative Journalists (ICIJ).

The investigation, which was led by 108 interna-
tional media outlets from 88 different countries, is
based on thousands of suspicious activity reports
(SARs) submitted to the US Treasury Department’s
financial law enforcement agency, FinCEN, by banks
from around the world. “These documents, compiled
by banks, shared with the government, but kept from
public view, expose the hollowness of banking safe-
guards, and the ease with which criminals have
exploited them,” wrote US outlet Buzzfeed News, in
the introduction of its report. — AFP

MADRID: The Spanish economy slumped 18.5 percent in the second quarter, a contraction exceed-
ed in Europe only by Britain.


