NBC Annual Seminar
ACCESS TO FINANCE AND
FINANCIAL STABILITY
I. ACCESS TO FINANCE
Access to financial services means access to saving facilities, payments, insurance, loans and
other relevant financial products and services. No access to these services restricts opportunities
to build wealth and to improve living standards and economic conditions. Without wider access
to finance, low-income individuals or households need to rely on their personal wealth or
internal resources to invest in their education, manage their risks, smooth consumption, become
entrepreneurs, increase their income, and take advantage of promising growth opportunities to
increase their assets. Thus, with limited access to finance, low-income households cannot afford
to use financial services which are too expensive for them. In general, greater access to financial
services can promote the creation of new firms, the growth of existing enterprises, innovation
(R&D), more competition among enterprises, and better management of risk, all of which will
improve aggregate economic performance.
For households, the improvement in financial services fosters growth and reduces income
inequality. However, these benefits do not flow directly from better access, but rather indirectly
through the development more economical products and stronger labor markets, which can bring
greater benefits for the poor. Therefore, fostering more efficient capital allocation through
competitive, open financial markets and the development of financial infrastructure should
remain an important policy goal for the reduction of poverty and inequality, supporting
sustainable and inclusive economic growth.
II. THE IMPORTANCE OF FINANCIAL STABILITY IN PROMOTING ECONOMIC
GROWTH
The financial sector converts savings to investments, manages risks and mediates payments.
With the emergence of new financial services and products, the financial sector advances and
becomes more efficient, which in turn can facilitate more efficient economic transactions and
real sector activities. However, this advance also creates greater risks for both the financial sector
and the economy. Research in the last few decades has found that disruptions in the financial
sector, which can possibly lead to financial crises, can be highly contagious, spreading
throughout the economy and thus causing broad economic crises. Hence, it is fundamental to
have a sound, stable and healthy financial system to support the efficient allocation of resources
and distribution of risks across the economy. The recent global financial crises have put many
economies in the world into great recessions, particularly the advanced economies. This
experience has emphasized the need to strengthen financial institutions by stabilizing financial
systems both within countries and across regions. Today, many central banks recognize the
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importance of financial stability1 in addition to price stability for promoting sustainable
economic growth.
III. BALANCING THE ACCESS TO FINANCE AGAINST FINANCIAL STABILITY
Many fewer people in developing economies have access to financial services compared to those
in developed countries. Most of these services are concentrated in urban areas, leaving the vast
majority of low-income households in rural areas without adequate support. However, the
provision of services over different regions has been converging as more financial institutions
expand into remote areas. Similarly, in Cambodia, the coverage of financial services is
expanding. In the city and urban areas, financial institutions are developing rapidly, with the
increasing number of new banks, especially those from overseas, bringing more capital into the
country. In recent years, credit has grown rapidly compared to the growth of gross domestic
product. This financial deepening has raised concerns about the risk of future asset price bubbles
as well as economy’s overheating. These concerns now challenge us to balance the growth in
access to finance against financial stability in order to promote sustainable economic growth for
Cambodia.
Accordingly, the National Bank of Cambodia would like to organize a forum to discuss the
following questions:
 Is the current credit growth a concern for Cambodia’s financial and real sectors?
 What is the optimal rate of credit growth?
 Should the expansion of credit be oriented to any specific sectors?
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A functioning financial system is also necessary for the monetary policy to have an impact for many countries. Financial institutions,
especially banks, are dependent on confidence, are highly leveraged and are thus vulnerable. Problems in the financial sector are
contagious.
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