
Finance Sector Development

INFOCUS ADB supports financial institution and market infrastructure 
development, and promotes good governance and the financial 
system’s capability to ensure sustainable private sector–led growth

Challenge Asia and the Pacific’s financial system must develop from being a bank-dominant structure into a full-fledged 
one that improves access to financial services for corporations, small and medium-sized enterprises (SMEs), 
and households, particularly the poor, in the region’s growing and diversifying economies. The system also 
needs to mobilize long-term resources to finance the region’s massive infrastructure investment requirements. 
In doing so, it needs to support the economies’ shift from being dependent on exports to being increasingly 
driven by domestic demand, while enhancing system stability.

Strategy ADB will foster development of financial institutions, market infrastructure, and products and services while 
promoting the effective regulation and supervision, and the efficiency and stability of the financial system. 
ADB will do so nationally and regionally to help create enabling environments for effective governance, private 
sector development, poverty reduction, and regional cooperation and integration.

“ADB is delighted with the overwhelming response to the Asian Bond Markets Initiative.  
In March 2009 alone, AsianBondsOnline received over 2 million hits!” 

—Noritaka Akamatsu, Chair, Finance Sector Community of Practice

Greater regional and global economic integration have 
brought unparalleled economic growth to Asia and the 
Pacific. The private sector has fueled this growth—a 
trend that should continue, with private capital flows 
providing the dominant source of external financing. 

As cross-border trade and investment flows 
accelerate and private sector participation in 
infrastructure development increases, however, 
more robust financial systems—both nationally and 
regionally—will be needed. Why? 

The finance sector is the market-based economy’s 
life line, providing liquidity, mobilizing private capital 
resources, and allocating them to investments that 
can generate the highest return on capital. The 
finance sector also helps enhance the transparency, 
accountability, and governance of businesses and the 
public sector. The better the finance sector fulfills this 
role, the better an economy as a whole will perform 
in both the short and long run. But if the sector fails 
to perform, it could choke or paralyze the entire 
economy.
 

Making the finance sector a driver  
of sustainable growth 
Asia and the Pacific’s financial systems are as diverse 
as its economies. Hong Kong, China; Japan; and 
Singapore boast some of the world’s largest and most 
sophisticated. Those in the Republic of Korea and 
Malaysia are catching up, while others in the People’s 
Republic of China, India, Indonesia, and Thailand are 
also rapidly evolving although still facing challenges. 

These systems sit beside small, less developed, 
and sometimes fragile ones such as Afghanistan, 
Cambodia, Lao People’s Democratic Republic, and 
most Pacific island nations. 

ADB has been working for decades to meet the 
region’s finance sector needs. Our support includes 
program and project loans, credit lines, and technical 
assistance to help developing member countries 
reform policy as well as build institutions to develop 
their finance sectors. We have focused on banking, 
capital markets, and microfinance to improve 
financial service access for private sector firms and 
households, particularly the poor.

ADB’s Strategy 2020
meeting the needs of Asia 
and the Pacific

Strategic Direction 
•	 Inclusive Economic Growth
•	 Environmentally 

Sustainable Growth 
•	 Regional Integration

Drivers of Change 
•	 Private Sector
•	 Good Governance
•	 Gender Equity
•	 Knowledge Solutions 
•	 Partnerships

Read more at  
www.adb.org/Strategy2020/
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Attaining ADB’s goals for the finance 
sector
In line with our long-term strategic framework for 
2008–2020 (Strategy 2020), ADB is assembling an 
action plan to develop finance sectors and promote 
inclusive growth. We will focus on ensuring that 
finance sector development fosters higher economic 
growth and provides basic services for those currently 
underserved by the financial system (SMEs and the 
poor). 

ADB aims to promote effective regulation and 
supervision to ensure the stability of the financial 
system, and support restructuring of financial 
institutions to improve their efficiency, stability, 
governance, and competitiveness. We will also 
support finance sector development in the areas of 
infrastructure finance and private equity funds, partial 
guarantees, and other risk mitigation instruments. 

In supporting infrastructure finance, ADB will 
encourage public–private partnerships, and help create 
and promote financial instruments and institutions, 
particularly those that support local bond markets. To 
advance environmentally sustainable growth, ADB will 
identify and support financial instruments that mitigate 
global warming and environmental degradation, such 
as our Asian Pacific Carbon Fund. 

In promoting regional cooperation and integration, 
ADB will work to improve regional financial markets 
and financial centers by facilitating potential issuers’ 
access to capital markets, helping liberalize cross-
border capital flows, and broadening and deepening 
the region’s bond and equity markets. 

Channeling investments to the region 
through the Asian Bond Markets Initiative
One of the most valuable lessons learned from the 
1997 Asian financial crisis was the need to develop 
local currency bond markets as an alternative source 
of funding to bank loans. At that time, bank lending 
dominated corporate financing, and with inadequate 
hedging, banks were highly vulnerable to foreign 
exchange risk. 

Much borrowing was done short term to 
finance long-term investments. This exposed 
banks and businesses to risks of currency and 
maturity mismatches and made their balance 
sheets vulnerable to sudden withdrawals by foreign 
investors, which helped trigger the crisis. 

Since then, to provide long-term domestic 
currency funding (preventing maturity and currency 
mismatches) and to better channel the region’s 
savings into regional investment, East Asia’s policy 
makers have worked together to promote and develop 
a regional bond market. 

Since the launch of the Asian Bond Markets 
Initiative (ABMI) in December 2002, the local currency 

bond markets have grown threefold, with total 
outstanding bonds issued in Asian currencies now 
standing at $4.4 trillion.

The ABMI’s successes include the following:
•	  Indonesia, the Philippines, and Viet Nam will 

institute new rules to increase bond issuances 
from revenue-generating sectors such as local 
government public utilities.

•	 Thailand has allowed foreign governments and 
financial institutions to issue baht bonds onshore, 
and adopted new policies to cut after-tax interest 
costs and simplify registration to encourage more 
Thai corporations to enter the bond market.

•	  All domestic rating agencies have been trained, 
provided a handbook to help harmonize rating 
practice, and encouraged to adopt international 
best practices in rating.
The ABMI is now advancing to create a credit 

guarantee scheme to support issuance of bonds 
by marginally creditworthy issuers, support actual 
cross-border issuance of infrastructure bonds, 
harmonize bond standards to facilitate cross-border 
investment and trading, and plan cross-border 
settlement of bond trades.

To facilitate cross-border issuance by starting 
to harmonize bond issuance standards, ADB has 
designed and implemented the Asian Currency Note 
Program under the ABMI—Asia’s first multicurrency 
bond platform linking domestic debt markets in the 
region. Through the program, ADB has issued and 
will issue Asian currency bonds from a number of 
Association of Southeast Asian Nations (ASEAN)+3 
member countries under a single unified framework 
with common disclosure standards and terms and 
conditions governed by English law.

All participating ASEAN+3 member countries 
have adopted these standards, making it possible 
for ADB to issue bonds in their markets, thereby 
allowing harmonization of these standards among 
participating countries.

Going forward
ADB will strengthen the region’s financial stability 
and further promote the development of both the 
banking sector and the capital markets. We will also 
support improved access to financial services by 
those currently underserved, particularly SMEs and 
the poor. 

ADB will stay committed to expanding the reach of 
capital into areas important for inclusive development, 
whether poor rural communities, or start-ups and 
SMEs critical to economic growth. 

We will continue supporting the ABMI to channel 
the region’s savings into productive investment within 
the region and enhance resilience of economies to 
external shocks. 

INFOCUS

In this publication, $ refers to US dollars.


