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The Asian Development Bank is a strongly
capitalized, multilateral development
bank, dedicated to reducing poverty in the
Asia and Pacific region through pro-poor,
sustainable economic growth, inclusive social
development, and good governance.
The Asian Development Bank (ADB) was established in 1966 under the
Agreement Establishing the Asian Development Bank (Charter), which is
binding upon the member countries that are its shareholders. As of
31 December 2006, ADB had 66 members, of which 47 were drawn from
the Asia and Pacific region. Twenty-three ADB members were also members
of the Organisation for Economic Co-operation and Development (OECD).
Georgia became the 67th member of ADB in February 2007.
ADB is headquartered in Manila, Philippines and has offices worldwide
including representative offices in North America (based in Washington DC),
Europe (based in Frankfurt), and Japan (based in Tokyo).
As of 31 December 2006, ADB had 2,400 staff, drawn from 54 member
countries.
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ADB IN THE
ASIA AND PACIFIC
REGION
A force for economic and social progress
ADB’s mission is to help its developing
member countries reduce poverty and thereby
improve quality of life.
ADB is committed to realizing its vision of an
Asia and Pacific region (region) free of poverty.
ADB’s strategy focuses on:
• pro-poor, sustainable economic growth
• inclusive social development and
• good governance for effective policies and institutions.
Through these broad strategic themes, ADB seeks to promote environmental
sustainability and gender development through the projects in which it is
involved. It is also focused on encouraging private sector development and
regional economic and financial cooperation.
ADB continued to operate in an economically buoyant region, where
gross domestic product grew 8.3% in 2006 (Asian Development Outlook
2007). Steady growth kept the region on track to achieve the Millennium
Development Goal of halving the number of people living on less than $1 per
day between 1990 and 2015.
Growth, however, was not evenly distributed among and within countries,
and the region remained home to more than 620 million people living on less
than $1 per day. ADB’s operations play an important role in addressing this
concern.
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TABLE 1: ADB AT A GLANCE
($ million)
2006

2005

2004

2003

2002

5,542

3,885

3,705

4,539

3,898

575

536

347

187

110

4,061

3,294

2,399

2,575

3,011

Nonsovereign

358

204

109

113

55

Equity Investments

261

197

164

36

36

OCR Loan Approvals
Sovereign
Nonsovereign
OCR Loan Disbursements
Sovereign

Guarantees

125

68

10

170

882

Technical Assistance

242

199

192

175

179

Multitranche Financing Facilities

3,810

1,520

–

–

–

Cofinancing

1,483

401

295

789

2,713

Callable Capital

49,429

46,635

50,352

48,340

43,912

Paid-in Capital

3,740

3,528

3,809

3,657

3,322

5,576

4,230

1,629

4,141

6,145

Outstanding Borrowings

27,601

24,454

24,212

26,359

26,324

Pre-FAS133 Net Income

706

416

390

617

754

Subscribed Capital Stock

Annual Borrowings
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ADB
OPERATIONS

To achieve its mission, ADB promotes
economic growth and social development
within its developing member countries
through a wide range of activities and
initiatives.
ADB finances loan projects and programs located within the territories of its
developing member countries (DMCs), together with technical assistance,
grants, guarantees, and equity investments.
Additionally, ADB facilitates policy dialogues, provides advisory services,
and mobilizes financial resources through cofinancing operations, which tap
official, commercial, and export credit sources to maximize the development
impact of its assistance. Operations are financed from ordinary capital
resources (OCR), Special Funds, and various trust funds.
ADB’s Charter requires that OCR, Special Funds, and trust funds must at all
times be held and used entirely separately from each other.

ORDINARY CAPITAL RESOURCES
ADB’s OCR operations are diverse, covering agriculture and natural
resources; education; energy; finance; health, nutrition, and social protection;
industry and trade; law, economic management, and public policy; transport
and communication; and water supply, sanitation, and waste management.
OCR loans are generally made to DMCs that have attained a higher level of
economic development.
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From its establishment through 31 December 2006, ADB has approved
$90.5 billion of OCR loans. The total OCR loan commitments as of
31 December 2006 amounted to $43.0 billion.
About 96.1% of ADB’s total OCR loan commitments were sovereign loans,
being loans made to the public sector (member countries and, with the
guarantee of the concerned member, government agencies or other public
entities). About 3.9% of OCR loan commitments were nonsovereign loans,
being loans to private sector enterprises, financial institutions, and selected
nonsovereign public sector entities. ADB’s borrowing members accord
preferred creditor status to ADB.
Pilot Financing Instruments and Modalities In August 2005, ADB’s
Board of Directors approved a three-year pilot test of five new financing
instruments and modalities. It aims to make ADB more client- and resultsoriented. The new financing instruments and modalities are (i) multitranche
financing facility; (ii) the subsovereign and nonsovereign public sector
financing facility; (iii) the refinancing and restructuring modality; (iv) local
currency lending for the public sector; and (v) financial syndications and risk
sharing arrangements.
OCR Funding Funding for OCR includes paid-in capital, retained earnings
(reserves), and proceeds from borrowings. ADB borrows from international
and domestic capital markets to finance its OCR lending operations.
ADB’s debt securities carry the highest possible investment ratings from all
major international credit rating agencies.

TABLE 2: INVESTMENT RATINGS
Agency

Rating

Moody’s Investors Service

Aaa

Standard & Poor’s

AAA

Fitch

AAA
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OPERATING
RESULTS AND HIGHLIGHTS
OF 2006 (2005 FIGURES IN BRACKETS)
CONSISTENT HISTORICAL PROFITABILITY
ADB has achieved a strong financial performance every year since its
establishment, with very low levels of loan default because of its preferred
creditor status and prudent financial policies and practices.
Pre-FAS 133 net income in 2006 was $705.5 million ($415.6 million). The
increase was predominantly attributable to an increase in investment income,
including realized gains on sales, due to the higher interest rates in some
capital markets and an increase in net loan income primarily associated with
higher loan balances and an increase in interest rates.
Loans – OCR ADB approved loans from OCR totaling $6.1 billion ($4.4
billion) in 2006, including $575 million ($536 million) to nonsovereign
borrowers.
Equity Investments – OCR ADB approved equity investments of $261
million ($197 million).
Borrowings ADB raised a total of $5.4 billion ($4.0 billion) in long- and
medium-term funds and $1.6 billion ($0.8 billion) in short-term funds.
Local Currency Borrowings ADB issued local currency bonds in the
domestic capital markets of Hong Kong, China; Malaysia; Singapore; and
Thailand aggregating $629 million equivalent.
Loan commitments as a percentage of capital At 31 December 2006,
total loans, guarantees, and equity investments of $44.9 billion ($40.6 billion)
amounted to 71.1% (68.3%) of subscribed capital and retained earnings.
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Borrowings as a percentage of capital Total outstanding borrowings and
guarantees at 31 December 2006 of $28.6 billion ($25.3 billion) represented
64.3% (61.0%) of callable capital of non-borrowing members and paid-in
capital and reserves (including surplus).
Equity-to-loan ratio At 31 December 2006, ADB’s equity-to-loan ratio was
47.7% (49.5%) under the pre-FAS 133 basis.
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CREDIT
FUNDAMENTALS

A powerful balance sheet, backed by
sovereign shareholders, ADB’s capital
structure provides the greatest levels of
security for fixed income investors.
Subscribed capital consists of paid-in capital and callable capital.
Paid-in capital constitutes the equity portion of capital available for ADB’s
OCR lending operations. This is supplemented by retained earnings and
leveraged by the proceeds of ADB’s borrowings.
Callable capital is available to protect ADB’s creditors—mainly investors
in ADB bonds and holders of ADB guarantees—in the unlikely event of
large-scale default by ADB’s borrowers. ADB has never made a call on its
callable capital.
ADB’s shareholders are 47 developing and developed countries within
the Asia and Pacific region, and 19 other nonregional countries. Each
shareholder is represented on the Board of Governors, in which all of
ADB’s powers are vested. Japan and the United States are the two largest
shareholders as of 31 December 2006, each with 15.6% of total subscribed
capital and 12.8% of total voting rights. OECD members hold 64.7% of total
subscribed capital and 58.8% of total voting rights.
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TABLE 3: CAPITALIZATION
$ million (as of 31 December 2006)
2006

2005

2004

2003

2002

Subscribed Capital

53,169

50,163

54,162

51,997

47,234

Callable Capital

49,429

46,635

50,352

48,340

43,912

Paid-in Capital

3,740

3,528

3,809

3,657

3,322

87

79

84

87

75

Net Paid-in capital

3,653

3,449

3,726

3,570

3,247

Retained Earnings

9,490

8,848

9,541

9,282

9,105

13,142

12,297

13,267

12,852

12,352

27,116

24,076

23,470

25,571

26,120

40,258

36,373

36,737

38,423

38,472

Less: Other adjustments

Total
Outstanding Borrowings
(After Swaps)

Total Capitalization

TABLE 4: ADB SHAREHOLDINGS
(as of 31 December 2006)
OECD Members

%

Developing Members

%

Japan

15.6

China, People’s Republic of

6.5

United States

15.6

India

6.3

Indonesia

5.5

Australia

5.8

Canada

5.2

Malaysia

2.7

Korea, Republic of

5.0

Philippines

2.4

Germany

4.3

Pakistan

2.2

France

2.3

Thailand

1.4

United Kingdom

2.0

Other Regional

8.4

Italy

1.8

Total

35.3

New Zealand

1.5

Other Nonregional

5.4

Total

64.7

Total may not add due to rounding.
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CREDIT
FUNDAMENTALS

Conservative financial management
ADB maintains the highest reputation as a
borrower in financial markets as a result of
strong governance and conservative financial
management.
Two fundamental principles underpin ADB’s strength:
• Lending Limitation: OCR outstanding loan commitments, guarantees
and equity investments cannot exceed the sum of callable and paid-in
capital, reserves and surplus (excluding special reserve).
• Borrowing Limitation: Gross outstanding borrowings cannot exceed the
sum of callable capital from non-borrowing members, paid-in capital, and
reserves (including surplus), subject to the Charter limit of 100% of the
callable capital.
ADB’s conservative financial management policies have consistently held its
loans and borrowings well within these limits, as illustrated by strong debt/
capital and loan/capital ratios.
The primary objective of ADB’s investment strategy is to ensure capital
preservation and liquidity. Subject to this objective, ADB seeks to maximize
the total return on investments. As a result, ADB’s liquidity portfolio is
managed in a prudent and conservative manner. Liquid assets are held in
government and government-related debt instruments, time deposits, and
other unconditional obligations of highly rated banks and financial institutions,
and, to a limited extent, in corporate bonds, mortgage-backed securities and
asset-backed securities of the highest credit quality.

10
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Liquidity consists of 20 currencies managed in portfolios specific to a
designated purpose. The purpose of the Working Capital Portfolios is
to manage ADB’s short-term cash flow requirements and also to hold
the proceeds of the borrowing transactions pending disbursement. The
Discretionary Liquidity Portfolio is funded by debt and is intended to provide
flexibility in executing ADB’s funding program by borrowing ahead of cash
flow needs, avoid refinancing risk from a concentration of large borrowings
and smoothen the capital market presence. The equity funded Prudential
Liquidity Portfolio ensures ADB can meet its minimum net cash requirement
by sustaining an uninterrupted supply of funds for 18 months under normal
and stress conditions.

TABLE 5: YEAR-END BALANCE AND RETURN
ON LIQUIDITY PORTFOLIO

Year – End Balance
(in millions of U.S. dollars)
2006
2005
Working capital portfolios
Discretionary liquidity portfolio
Prudential liquidity portfolio

$ 1,541
3,831
7,764

$ 1,384
3,401
7,353

Total

$13,136

$12,138

Annualized
Financial Return
(%)
2006
2005
4.06
0.30 a
4.25

2.35
0.40 a
2.09

a spread over funding costs at 31 December.
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TABLE 6: RESOURCES BACKING ADB’S OBLIGATIONS
(as of 31 December 2006)

Amount
($ million)

% of Outstanding
Borrowings
(After Swaps)

Cash (unrestricted) and investments
Callable Capital
Outstanding Loansa

13,136
49,429
26,192

48
182
97

Total

88,757

327

Resources

a Excludes provision for loan losses and unamortized loan origination cost.

TABLE 7: CAPITAL RATIOS
(as of 31 December 2006)

Debt/Callable Capital Ratio
Loan/Capital Ratio

a

2006

2005

2004

2003

2002

64.3%
71.1%

61.0%
68.3%

56.0%
64.7%

62.1%
67.6%

65.4%
78.4%

a Commencing 2003, only callable capital of non-borrowing members were used.
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CREDIT
FUNDAMENTALS

COMPREHENSIVE RISK MANAGEMENT

Risk Management is a core discipline that
plays a leading role in all ADB policy decisions
and executive actions.
ADB has adopted an integrated approach to risk management by establishing
an infrastructure designed to ensure full and accurate identification,
measurement, monitoring and management of all risks arising from its
financing activities.
In November 2005, ADB established an independent Risk Management
Unit (RMU). The unit became fully operational in 2006 with the mandate to
manage credit risk of the nonsovereign loan and guarantee portfolios and
ADB’s market and treasury-related risks.
Under ADB’s income planning framework, capital adequacy and risk-bearing
capacity are indicated in terms of its equity-to-loan ratio (ELR) and through
provision of loan loss reserve (LLR). ELR measures the capital adequacy to
absorb unexpected losses from a major credit event affecting the loan and
guarantee portfolios while the LLR is set up to absorb the expected losses
from the public sector portfolio. Currently, the target level for ELR is 35%.
As of 31 December 2006, ELR was 47.7% under pre-FAS133 basis.
ADB’s market and treasury credit risk profiles remain conservative and within
the bands stipulated in the Treasury Department’s risk manual.
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Credit risk – borrowers ADB continuously monitors creditworthiness
of borrowing members and manages the risks through a rigorous capital
adequacy framework. In the case of nonsovereign operations RMU evaluates
nonsovereign finance transactions.
ADB provides for possible losses on its OCR loans (sovereign and
nonsovereign). Loan loss provisions on OCR loans at 31 December 2006
totaled $28.3 million and the LLR was $130.1 million as of the same date. In
its sovereign operations, ADB has not suffered any losses of principal to date
and maintains a position of not taking part in debt rescheduling agreements.
Credit risk – counterparties ADB manages and minimizes risk arising from
its investment and funding operations by restricting its activities to authorized
dealers and counterparties that meet conservative credit guidelines. ADB’s
swap transactions are limited to highly rated counterparties (A-/A3 or
higher) and to counterparties that have signed an International Swaps and
Derivatives Association (ISDA) master agreement and a credit support annex
(CSA) with ADB. In addition, ADB utilizes a swaps exposure monitoring
system to monitor its exposure daily to counterparty credit risk related to the
swap portfolio.
Credit risk – issuers ADB seeks to minimize issuer risk by maintaining a
very high quality liquidity portfolio. Investments are mainly debt instruments
issued by sovereign governments and government-related agencies, banks
and corporate entities. Investments in corporate paper are restricted to A or
higher-rated instruments.
Market risk ADB manages market risks arising from unfavorable foreign
exchange movements by matching its loans and investments in the
same currencies in which funds are received. Borrowed funds or funds
to be invested may only be converted into other currencies provided that
forward exchange agreements are in place to ensure recovery of the
converted currency.

14
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ADB monitors and manages investment risk arising from income volatility
due to interest rate movements by using various quantitative analyses.
Additionally, performance of OCR currency portfolios is measured against
external benchmark portfolios.
ADB has broadened its market risk management capabilities through the
use of valuation and risk analysis tools, enabling enhanced performance
measurement and attribution methodologies for its treasury activities.
For market risks associated with the loan portfolio, ADB requires its
borrowers to absorb exchange rate risks caused by fluctuations in the
value of the currencies that it has disbursed. ADB uses swaps to manage
and align the foreign exchange and interest rate characteristics of its loans
and borrowings, thereby removing the vast majority of market risk from
the portfolio. A small residual risk remains where borrowed funds are held
temporarily in the cash cushion portfolio, pending disbursement to borrowers.
Operational risk ADB mitigates operational risks by maintaining a system of
internal controls, monitoring procedures, and processes that are designed to
keep operating risk within acceptable levels.
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BORROWING
OPERATIONS

A leading AAA borrower in the international
markets
ADB raises funds regularly through
international and domestic capital markets.
Efficient fund-raising is critical to ADB fulfilling its mission to reduce poverty
in the Asia and Pacific region.
ADB’s annual borrowing program is carefully planned to meet the
requirements of its lending operations, debt redemptions, and liquidity policy
within the context of a dynamic market environment.
ADB’s estimated borrowing requirement over the next 3 years is about
$28 billion, including $9.3 billion in 2007.
OBJECTIVES
ADB’s overriding borrowing objective is to ensure availability of long-term
funds at the lowest possible cost for the benefit of its OCR borrowers. Subject
to this objective, ADB seeks to diversify its funding sources across markets,
instruments, and maturities.
To achieve its borrowing objectives, ADB pursues a strategy of
• issuing liquid benchmark bonds to maintain a strong presence in key
currency bond markets and
• raising funds through cost-efficient, opportunistic private placement
transactions.

16
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ADB emphasizes borrowings with longer-term tenors to smooth its debt
redemption profile.
In addition, ADB seeks to promote the development of domestic capital
markets within its DMCs through local currency borrowing.
TABLE 8: BORROWINGS
($ million)
2006

2005

2004

2003

2002

27,601

24,454

24,212

26,359

26,324

Public Offerings

3,210

1,770

1,460

1,144

3,000

Private Placements

2,187

2,196

169

2,997

2,945

8

5

5

2

3

43

59

14

62

77

Outstanding Borrowings
Long Term Borrowings

Number of Transactions
Public Offerings
Private Placements
Number of Currencies
Public Offerings

5

4

5

2

1

Private Placements

10

4

1

4

5

Short Term Borrowings

1,643

761

90

28

2,830
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BORROWING
OPERATIONS

FINANCING INSTRUMENTS

ADB borrows in a broad range of currencies,
instruments, markets and maturities,
reflecting its policy to diversify its borrowings
and to avoid becoming dependent on any one
currency or market for funding. As of
31 December 2006, ADB had borrowed in
25 currencies.
At 31 December 2006, ADB had 274 outstanding borrowings representing
an aggregate principal amount of $27.6 billion and an average maturity of
4.3 years.
In 2006, ADB raised $5.4 billion long- and medium-term borrowings
through 51 transactions as compared to $4.0 billion in 2005. Of this total,
$2.9 billion was raised through eight public offerings, including a global
benchmark bond issue for $1 billion, and the rest through 43 private
placements. In addition, ADB raised $1.6 billion in short-term funds in 2006,
as compared to $0.8 billion in 2005. The majority of ADB’s 2006 borrowings
were swapped on a fully hedged basis into floating rate liabilities.
ADB’s funding requirement for 2007 is estimated to be between
$6.0 billion to $8.0 billion.
ADB’s global bonds are issued using a price discovery process that accesses
the broadest possible range of investors, both by investor type and by
geography. A large, globally dispersed inventory of ADB Global Bonds helps
maintain high levels of secondary market liquidity in each issue.
18
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ADB undertakes most of its borrowings through its Global Medium Term Note
program, which was established in 2001. The GMTN program’s flexibility
allows ADB to raise funds quickly in a highly opportunistic manner through
private placement transactions. These private placements can be structured
to meet the exact requirements of investors in terms of maturity and coupon.
They can be targeted at retail as well as institutional investors, bear fixed or
foreign exchange/interest rate-linked coupon, and can include call options,
caps, floors, and other features required by investors. In February 2006,
ADB also established a 30-year Australian Dollar 5 billion Medium-Term
Note (AUDMTN) program. The amount that can be raised out of the GMTN
and AUDMTN programs annually is subject to the annual global borrowing
authorization for ADB as determined by ADB’s Board of Directors.
ADB also operates a $5 billion Euro-commercial paper (ECP) program to
meet short term funding needs. The ECP program provides flexible, short
term (7-365 days) finance to bridge any cash flow deficiencies in the event of
unfavorable conditions for long-term bond issuance.
DERIVATIVES
ADB uses financial derivatives to raise operationally needed currencies in
a cost-efficient way, usually undertaking currency and interest rate swaps,
simultaneous to an issue of bonds. These transactions are fully hedged to
remove currency and interest rate risk. The effect of these transactions on
the currency composition and interest rate structure of ADB’s outstanding
borrowings is shown in Figures 1 and 2 (see page 22).
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BORROWING
OPERATIONS

LOCAL CURRENCY BORROWING

ADB is committed to promoting domestic
capital markets development in its DMCs.
ADB’s local currency bond issues not only provide a source of costeffective funds, but also enable international investors to gain exposure
to local currencies and interest rates through instruments of the highest
credit quality, supported by best-practice issue standards and role model
documentation.
ADB launched four local currency bonds in 2006 in the domestic capital
markets of Malaysia, Thailand, Singapore and Hong Kong, China. In April
2006, ADB returned to the bond market of Malaysia and established a
15-year Malaysian ringgit 3.8 billion medium-term note (MYRMTN)
program, the first by a foreign entity and supranational in Malaysia. ADB
simultaneously launched the inaugural offering of notes under the MYRMTN
program. In September 2006, ADB issued its second Thai baht bond in two
tranches with a total principal amount of Thai baht 6.5 billion in the domestic
capital market of Thailand. Also in September 2006, ADB established its
$10-billion equivalent Asian currency note (ACN) program and launched the
inaugural notes under the ACN program in the domestic capital markets of
Singapore and Hong Kong, China. The ACN program, rated triple A by Fitch,
Moody’s, and Standard & Poor’s, is Asia’s first multi-currency bond platform
since the Asian financial crisis that links the domestic capital markets in the
region under a single unified framework with a common set of documents
governed under English law.

20
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TABLE 9: LOCAL CURRENCY BORROWINGS IN 2006

Hong Kong
Malaysia
Singapore
Thailand

Principal
Amount
(million)

Coupon
(%)

Maturity

HKD 1,000
MYR 500
SGD 300
THB 5,500
THB 1,000

4.280
4.265
3.335
5.340
5.540

3
5
5
5
10

TABLE 10: AVERAGE MATURITY OF NEW BORROWINGS

Average Final Maturity
Average Maturity to First Call

2006

2005

2004

6.7 years
5.9 years

8.0 years
4.3 years

10.7 years
7.9 years
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FIGURE 1: EFFECT ON CURRENCY COMPOSITION
Currency Composition of
Outstanding Borrowings (Before Swaps)
Japanese Yen
12.2%

Currency Composition of
Outstanding Borrowings (After Swaps)

Japanese Yen
17.4%

Other Currenciesb
3.7%

a

Other Currencies
34.1%

U.S. Dollar
53.7%
U.S. Dollar
78.9%

a Other currencies include Australian dollar, Canadian dollar, euro, Hong Kong dollar, Indian rupee,
Malaysian ringgit, Mexican peso, New Taiwan dollar, New Zealand dollar, Philippine peso, pound sterling,
renminbi, Singapore dollar, South African rand, Swiss franc, Thai baht and Turkish lira.
b Other currencies include Indian rupee, Philippine peso, pound sterling, renminbi, and Swiss franc.

FIGURE 2: EFFECT ON INTEREST RATE STRUCTURES
Interest Rate Structure of
Outstanding Borrowings (Before Swaps)

Interest Rate Structure of
Outstanding Borrowings (After Swaps)

Variable
6.7%
Fixed
26.9%

Fixed
93.3%

22
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Variable
73.1%

FINANCIAL
PRODUCTS

Financing sustainable economic and
social development
OCR FUNDS
OCR loans The outstanding OCR loan portfolio includes a variety of loan
products (see Table 11). Since 1 July 2001, all new OCR loans have been
London interbank offered rates (LIBOR)-based loans (LBL). Other windows
such as pool-based multi-currency loans, pool-based single currency loans,
and market-based loans were retired with the introduction of the LBL.
LBL products give borrowers a high degree of flexibility in terms of
(i)

choice of currency and interest rate basis;

(ii)

various repayment options;

(iii)

ability to change the original loan terms at any time during the life of
the loan; and

(iv)

option to purchase cap or collar.

Nonsovereign development activities
During 2006, ADB approved $575 million of loans to private
enterprises, financial institutions and state-owned enterprises without
government guarantees and $261 million in equity investments.
This represented an increase of 12.1% for loans and 32.6% for
equity investments over 2005. As of 31 December 2006, the overall
nonsovereign exposure was about $2.6 billion. The aggregate amount
available for allocation to the private sector is limited to $1.5 billion,
including $50 million in loans from the ADF and $1,450 million in loans
and equity from OCR. Pending implementation of a more objective
capital allocation methodology. ADB’s Board agreed to allow approvals
in excess of $1.5 billion operational limit.
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LBLs are denominated in euro, Japanese yen, or US dollar and can have
fixed or floating interest rates. As approved by ADB’s Board of Directors in
November 2006, additional loan currencies may be offered to borrowers from
time to time. Initially, LBLs bear a floating rate representing the cost base
rate (LIBOR) plus a lending spread. However, the borrower has the option to
change the interest rate at any time during the life of the loan. The current
lending spread for sovereign loans is 60 basis points. For nonsovereign
loans, the lending spread is determined on a case-by-case basis to cover
ADB’s risk exposure to specific borrowers and projects.
To continue meeting borrowers’ evolving financial needs, ADB introduced the
local currency loan (LCL) product in August 2005. LCLs can be availed of
not only by private sector enterprises but also by certain public sector entities
including local governments and public sector enterprises. LCL aims to help
reduce currency mismatches in the DMCs.
Under the LCL window, borrowers have the option to change the interest
basis of a local currency loan at any time during the life of the loan by
requesting an interest rate conversion to fix or unfix their interest rate, subject
to relevant swap market opportunities available to ADB in the local market.
Technical assistance Technical assistance is an important activity through
which ADB helps its DMCs to improve their capabilities in formulating,
designing, implementing, and operating development projects. ADB also
extends technical assistance for regional studies and activities. Total
technical assistance approved as of 31 December 2006 for 41 DMCs and
regional activities was $3.0 billion.
Equity investment ADB makes equity investments and underwrites or
participates in the underwriting of equity securities up to a limit of 10% of its
unimpaired paid-in capital, ordinary reserves and surplus. At 31 December
2006, the limit under this formula was $1,368.0 million. Net equity investment
commitments (defined as approvals less disposals and sales and impairment)
were $1,047.4 million, or 77% of the Charter ceiling at year-end 2006.
Guarantees ADB issues project-specific credit and political risk guarantees
to mitigate the risk exposure of commercial lenders and capital markets
investors in the DMCs. Guarantees are provided for projects where ADB itself
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has a direct participation. Total outstanding guarantees at
31 December 2006 were $1,236.2 million.
Cofinancing ADB actively promotes cofinancing to complement its
assistance to its DMCs, with funds from bilateral partners and multilateral
financial institutions, export credit agencies, as well as commercial financial
institutions. Total direct value-added cofinancing in 2006 amounted to
$1.5 billion, including $92.7 million of technical assistance projects,
$124.8 million of guarantee operations, $530.0 million of syndication
operations, $166.1 of grant operations, and $569.2 of official loan
cofinancing operations.

TABLE 11 : OCR LOAN PORTFOLIO BY LOAN PRODUCTS
($ million)
Sovereign

LIBOR-based loans
Outstanding
Undisbursed
Market-based loans
Outstanding
Undisbursed
Pool-based SCLb-JPY
Outstanding
Undisbursed
Pool-based SCLb-US$
Outstanding
Undisbursed
Others
Outstanding
Undisbursed
Total
Outstanding
Undisbursed

Nonsovereign

2006

2005

2004

13,161
15,965

9,385
14,659

6,400
14,857

533
4

576
31

3,364

2006

2005

2004

524 a
508 a

202
499

117
84

617
91

164
–

214
–

218
18

3,872
–

4,965
–

3
–

5

8
–

8,219
20

8,933
33

9,883
96

–
–

–
–

–
–

30
–

166
–

1,953
–

193
271

215
280

149
409

25,309
15,989

22,932
14,723

23,818
15,044

883
779

636
779

492
511

a Includes lending without sovereign guarantee to state-owned enterprises.
b Single currency loan.
Total may not add due to rounding.
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FINANCIAL
PRODUCTS

SPECIAL FUNDS (AS OF 31 DECEMBER 2006)
ADB Special Funds are separate from and additional to funds available for
development initiatives through OCR. They are accounted for, and used,
entirely separately from each other and from OCR.
The funds focus on a range of activities including concessional lending,
grants, and technical assistance, with the main goal of reducing poverty in
the Asia and Pacific region.
All approval processes and administration within Special Funds are subject to
the same strict standards that apply to OCR loans.
Asian Development Fund
The Asian Development Fund (ADF) is ADB’s largest Special Fund designed
to provide loans on concessional terms to DMCs with low per capita gross
national product and limited debt repayment capacity. At 31 December
2006, outstanding loans from the ADF amounted to $21.5 billion.
Resources for ADF loans consist mainly of contributions mobilized under
periodic replenishments from donor members. As of 31 December 2006,
ADF aggregate resources committed to loans amounted to $29.2 billion.
Technical Assistance Special Fund
The Technical Assistance Special Fund (TASF) provides grant financing for
ADB’s technical assistance operations, including assistance for member
countries to improve their development project management skills. At
31 December 2006, the fund’s aggregate resources amounted to $1.3 billion,
of which $220.5 million was uncommitted. Resources for the TASF come from
several sources, including direct voluntary contributions from ADB member
countries, allocations from OCR net income and contributions from the ADF.
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Japan Special Fund
The Japan Special Fund (JSF) provides grants to DMCs, with a particular
focus on economic restructuring, broadening the scope of opportunities for
new investment, and preparing loan projects to facilitate recycling of funds to
members. At 31 December 2006, the JSF’s aggregate resources amounted
to $928.7 million, of which $103.1 million was uncommitted. Through
31 December 2006, total technical assistance grants approved under the
JSF amounted to $974.8 million. Resources for the JSF come from the
Government of Japan.
ADB Institute Special Fund
The ADB Institute Special Fund (ADBISF) finances the ADB Institute, a
management school focused on the needs of agencies and organizations
engaged in development work in the Asia and Pacific region. Resources for
ADBISF come from several sources, including grants and direct voluntary
contributions from ADB member countries, foundations and non government
organizations. At 31 December 2006 cumulative commitments to the ADBISF
amounted to $121.4 million, of which $104.2 million had been utilized.
Asian Tsunami Fund
The Asian Tsunami Fund (ATF) provides a dedicated source of grant financing
to support priority rehabilitation and reconstruction needs on a multi-sector
basis to countries affected by the December 2004 tsunami. ADB contributed
$600.0 million to the ATF, of which $50.0 million unutilized funds were
transferred back to ordinary capital resources. In addition, Australia and
Luxembourg contributed $3.8 million and $1.0 million, respectively.
Pakistan Earthquake Fund
The Pakistan Earthquake Fund (PEF) provides dedicated funds to deliver
emergency grant financing for investment projects and technical assistance
to support immediate reconstruction, rehabilitation, and associated
development activities of Pakistan subsequent to the earthquake on October
2005. ADB contributed $80.0 million to the PEF. In addition, Australia,
Finland, and Norway committed to $15.0 million, $12.3 million and
$5.0 million, respectively

FINANCIAL PROFILE 2007

27

TRUST FUNDS (AS OF 31 DECEMBER 2006)
Trust funds are separate from and additional to funds available for
development initiatives through the Bank’s OCR and Special Funds. Trust
funds are externally funded and administered by ADB on behalf of donors.
These funds do not form part of ADB’s own resources. The funds focus on
a range of activities including grants and technical assistance. All approval
processes and administration within the Trust Funds are subject to the same
strict standards that apply to ADB’s Special Funds.
Japan Scholarship Program
The Japan Scholarship Program (JSP) provides opportunities for qualified
citizens of ADB’s DMCs to undertake post-graduate studies in economics,
management, science, technology and other development-related disciplines
at selected educational institutions in the Asia and Pacific region. At
31 December 2006, the JSP had awarded a total of 2,104 scholarships to
individuals from 35 member countries. At 31 December 2006, cumulative
contributions to the JSP amounted to $84.5 million. Resources for the JSP
come from the Government of Japan.
Japan Fund for Poverty Reduction
The Japan Fund for Poverty Reduction (JFPR) provides grants to support
ADB-financed projects with poverty reduction and related social development
activities. At 31 December 2006, cumulative contributions to the JFPR
amounted to $360.4 million, of which $244.3 million had been utilized in
support of 90 projects. Resources for JFPR come from the Government
of Japan.
Japan Fund for Information and Communication Technology
The Japan Fund for Information and Communication Technology (JFICT)
provides grants in support of information and communication technology
activities in DMCs that can add substantive value to ADB projects. At
31 December 2006, cumulative contributions to JFICT amounted to
$10.7 million. Resources for JFICT come from the Government of Japan.
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Japan Fund for Public Policy Training
The Japan Fund for Public Policy Training (JFPPT) provides grants to enhance
DMCs’ capacity building for public policy management focusing on regional
economies in transition. At 31 December 2006, cumulative contributions by
Japan amounted to $22.0 million, of which $2.4 million had been utilized on
program support.
Channel financing arrangements
ADB helps to mobilize grant funds from a variety of external sources
to support technical assistance programs and to finance mostly soft
components of loan projects. The majority of these grants come through
channel financing arrangements (CFAs) with bilateral and multilateral donors.
ADB administers the funds and applies its own guidelines on the recruitment
of consultants, procurement, disbursement and project supervision. At 31
December 2006, 477 technical assistance grants had been financed under
CFAs, totaling $285.0 million.

For additional information about ADB, go to www.adb.org
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ADB
MEMBERS
(AS OF 31 DECEMBER 2006)
REGIONAL
Afghanistan
Armenia
Australia*
Azerbaijan
Bangladesh
Bhutan
Brunei Darussalam
Cambodia
China, People’s Republic of
Cook Islands
Fiji Islands
Hong Kong, China
India
Indonesia
Japan*
Kazakhstan
Kiribati
Korea, Republic of*
Kyrgyz Republic
Lao People’s Democratic Republic
Malaysia
Maldives
Marshall Islands
Micronesia, Federated States of

Mongolia
Myanmar
Nauru
Nepal
New Zealand*
Pakistan
Palau
Papua New Guinea
Philippines
Samoa
Singapore
Solomon Islands
Sri Lanka
Taipei,China
Tajikistan
Thailand
Timor-Leste
Tonga
Turkmenistan
Tuvalu
Uzbekistan
Vanuatu
Viet Nam

NONREGIONAL
Austria*
Belgium*
Canada*
Denmark*
Finland*
France*
Germany*
Ireland*
Italy*
Luxembourg*

The Netherlands*
Norway*
Portugal*
Spain*
Sweden*
Switzerland*
Turkey*
United Kingdom*
United States*

* OECD Member
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DIRECTORY

ASIAN DEVELOPMENT BANK
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
SWIFT Address: ASDBPHMM
E-mail Address: information@adb.org
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Haruhiko Kuroda
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Liqun Jin
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(Finance and Administration)
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Office of the Treasurer
Mikio Kashiwagi
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+63 2 632 4188
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FUNDING DIVISION
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+63 2 632 4713

Assistant Treasurer

jlimandibrata@adb.org
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Local Currency Funding
Tobias C. Hoschka

+63 2 632 4632
thoschka@adb.org

Major Currency Funding
Maria A. Lomotan

+63 2 632 4478
mlomotan@adb.org

Ana A. Kotamraju

+63 2 632 4737
akotamraju@adb.org

Product Development and Derivatives
Shen Yue

+63 2 632 5548
shenyue@adb.org

Bond Administration
Juan de Pierpont

+63 2 632 5897
jdepierpont@adb.org

Direct Facsimile

+63 2 632 4120

INVESTMENTS DIVISION
Michael T. Jordan

+63 2 632 4712

Assistant Treasurer

mjordan@adb.org

Portfolio Management
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+63 2 632 4776
ynishimiya@adb.org

Masashi Kuronuma

+63 2 632 4788
mkuronuma@adb.org

Woo Suk Chang

+63 2 632 4678
wschang@adb.org
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Staff Retirement Plan
Melendres A. Howe

+63 2 632 4798
mhowe@adb.org

Quantitative Strategies and Analytics
Chun Du

+63 2 632 4524
chundu@adb.org

Direct Facsimile

+63 2 632 4707

FINANCIAL POLICY AND PLANNING DIVISION
Jingdong Hua

+63 2 632 4701

Assistant Treasurer

jhua@adb.org

Asset and Liability Management
Chai Sun Kim

+63 2 632 4782
cskim@adb.org

Lili Zou

+63 2 632 4752
lilizou@adb.org

Michael L. de los Reyes

+63 2 632 5647
mdelosreyes@adb.org

Policy and Liaison
Sukhumarn Phanachet

+63 2 632 5476
sphanachet@adb.org

Rajesh Poddar

+63 2 632 4714
rpoddar@adb.org

Direct Facsimile

+63 2 636 2631
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TREASURY SERVICES DIVISION
Yong Cheng

+63 2 632 4730

Assistant Treasurer

yongcheng@adb.org

Se Wha Moon

+63 2 632 4721
swmoon@adb.org

Im-em Unkavanich

+63 2 632 4704
iunkavanich@adb.org

Nuzhat Khan

+63 2 632 4793
nkhan@adb.org

Asad Alamgir

+63 2 632 4732
asadalamgir@adb.org

Mark A. Prebich

+63 2 632 4106
mprebich@adb.org

Direct Facsimile
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+63 2 636 2635

ABBREVIATIONS
AND ACRONYMS
ACN
ADB
ADBISF
ADF
ATF
AUDMTN
CFA
CSA
DMC
ECP
ELR
FAS
GMTN
ISDA
JFICT
JFPPT
JFPR
JSF
JSP
LBL
LCL
LIBOR
LLR
MYRMTN
OCR
OECD
PEF
RMU
SCL
TASF

Asian currency note
Asian Development Bank
ADB Institute Special Fund
Asian Development Fund
Asian Tsunami Fund
Australian dollar medium-term note
Channel financing arrangement
Credit support annex
Developing member countries
Euro-commercial paper
Equity-to-loan ratio
Financial Accounting Standards
Global medium-term note
International Swaps and Derivatives Association
Japan Fund for Information and Communication Technology
Japan Fund for Public Policy Training
Japan Fund for Poverty Reduction
Japan Special Fund
Japan Scholarship Program
LIBOR-based loan
Local currency loan
London Interbank Offered Rate
Loan loss reserve
Malaysian ringgit medium-term note
Ordinary capital resources
Organisation for Economic Co-operation and Development
Pakistan Earthquake Fund
Risk Management Unit
Single currency loan
Technical Assistance Special Fund

ADB
ONLINE
General Information

www.adb.org

Financial Information

www.adb.org/finance/

Asia Economic Monitor

www.aric.adb.org
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About the Asian Development Bank
ADB aims to improve the welfare of the people in the Asia and Pacific
region, particularly the nearly 1.9 billion who live on less than $2 a
day. Despite many success stories, the region remains home to two
thirds of the world’s poor. ADB is a multilateral development finance
institution owned by 67 members, 48 from the region and 19 from
other parts of the globe. ADB’s vision is a region free of poverty. Its
mission is to help its developing member countries reduce poverty
and improve their quality of life.
ADB’s main instruments for helping its developing member
countries are policy dialogue, loans, equity investments, guarantees,
grants, and technical assistance. ADB’s annual lending volume is
typically about $6 billion, with technical assistance usually totaling
about $180 million a year.
ADB’s headquarters is in Manila. It has 26 offices around the
world and more than 2,000 employees from over 50 countries.
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