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 Year 2012 

 Mid year Population – 20.328 Million 

 Per capita GDP at market prices – US$ 2,923 

 GDP growth rate – 6.4% 

 Sectorial composition 

 Agriculture 11.1% 

 Industry 30.4% 

 Services 58.5% 

 Life expectancy – 74 (male - 70.3 & female - 77.9) 

 Literacy rate – 92.2% 

 Ranked No. 01 in the travel destinations for 2013 (Lonely Planet) 

Country Overview 
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 
 In agri business since incorporation of HNB in 1973 in collaboration with a 

consortium of private sector companies under the name of "Agrohope“ 

 In 1977 Hatton National Bank PLC commenced participating in the Comprehensive 
Rural Credit Scheme (CRCS) of the Central Bank with a package of financial 
assistance to the agricultural sector 

 HNB has been in the forefront of providing financial services to rural communities 
covering a wide and extensive area focusing on agriculture, agri-processing, animal 
husbandry, fisheries, trading & other self-employment projects 

 To handle Agri Credit schemes, the Bank has recruited staff who are qualified in the 
field of agriculture and specialized in agri-lending and rural development sector 
activities 

 Successful partnering with large corporates in agri sector for buyback arrangements, 
technical know-how (CIC, Hayleys, Nestle, Fonterra)  

 Active participation in credit lines and donor financing to pass on the benefit on the 
rate of interest to customers. 

 Offers a comprehensive package of services, including financial assistance, technical 
know-how and marketing arrangements to the rural community thereby significantly 
contributing towards the development of the rural agricultural economy 

 

 

Overview on Business Line 
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 
HNB Micro Agri Lending Snapshot as at Mar 2013 

 Description No of Loan 
Portfolio 

 (US$.Mn) 

Agri & crop production                       15,012        15.970 

Livestock                         3,955           4.286 

Farm equipment                         1,711  12.646 

Marketing & processing                         1,896        16.349 

Forward contracts                            129           5.860 

Fixed investments                         5,425        30.573 

Total                       28,128     85.684 
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Client Selection Criteria 

Mandatory 
 Age 
 Knowledge/experience 
 Genuine interest 
 Viable project 
 Equity contribution minimum of 

25% of project cost(cash/kind) 
 Sufficient infrastructure 
 CRIB clearance 
 Crop marketability 
 References (for new client) 
 Guarantors/movable/immovable 

security  
 

 

Non-Mandatory 
 Other sources of income 

 Dependents/family support 

 Marketing arrangement  

 Insurance  

 Credit history 

 Banking relationship 

 Obtaining of advisory services 

 Disease control 
mechanism/knowledge 

 

 



 Assessed based on the 5 Cs 

 

 Willingness to pay – genuine intention, references, credit history 

 Ability to pay – viability of project, other sources of income, agri 
experience/education 

 Equity contribution – seed capital, own/lease hold land, own labour, 
family support 

 Security offered – personal guarantors, peer pressure, previous banking 
relationship, movable/immovable security 

 Bank terms and conditions – repayment conditions, rate of interest, 
compulsory savings 

 

Client Assessment 
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 
Key Risk Factors in Client Assessment 

Behavioral risk  

 Unavailability or lack of formal 
source of information  

 Farmers future actions cannot be 
accurately predicted 

 Regular monitoring of number of 
farmers is costly 

 Traditional collateral in offer 

 Legal procedures are 
cumbersome and costly 

Business risk  

 Production risk – Natural 
calamities, pest/disease 
outbreaks, technological changes 

 Market risk – input/output price 
volatility, exchange rate, interest 
rate, counter party default, 
substitutes, post harvest 
techniques, lack of diversification 

 Environment risk – changes in 
govt. policies, conflict, trade 
restrictions 

 Personal risk – death, illness, 
disability  
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 
 Corporate partnerships 

 Buy back arrangements 

 Forward sales 

 Technology transfer 

 Customer awareness programs 

 Close coordination with clients by the field officer 

 Close monitoring of the growth and set-backs and adherence to quick 
remedial actions 

 Well organized / follow-up mechanism 

 Diversity in agri sector financing (tea, rubber, coconut, spices, farming, 
cultivation, poultry, dairy, fisheries) 

 Managing disaster situations, arrange possible relief and re-scheduling of 
facilities when necessary 

 Personal guarantees/movable/immovable security 

 Insurance schemes  

 

 

 

 

 

Risk Mitigation   
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 
 At the Field 

 Field inspection 

 References 

 Informal chats 

 

 At work 

 Utilize specialized agriculture knowledge for the analyzing process  

 Cost benefit analysis of projects (cashflow) 

 Price and cost analysis to determine the rate of interest  

 

Analytical Tools Used 
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Corporate Partnership Process 



 
 Commitment and conviction of HNB 

 120 year history 

 40 years of commercially viable agri finance 

 Barefoot banker / Gami pubuduwa (village awakening) 

 Trusted partner in progress 

 Expertise of staff  

 Experienced / Agri qualified field staff 

 Commitment 

 Continuous and strong linkage 

 Corporate partnerships & value chain approach 

 MOUs with Agri producing / promoting organizations 

 Transfer of knowledge and technical expertise 

 Financial assistance and literacy  

 

 

Three Most Critical Success Factors 
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 
 Use of the recently developed agri operational technical manual 

to enhance and update knowledge of the agri/field officers as 
well as other credit officers of the bank.  

 Use of same at general credit awareness programs  

 Use of the short agri guide book as a reference and learning tool 
for both existing staff and new comers  
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 

AVAILABILITY 

ACCESSIBILITY 

AFFORDABILITY 

ATTRACTABILITY 

 

Thank you! 
 

4As 
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