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By Graham Dwyer
External Relations Specialist

Since ancient times, Istanbul
has served as the bridge be-
tween Europe and Asia. So its
choice as the venue for the
Asian Development Bank

(ADB)’s 38th Annual Meeting in May
seemed particularly apt, representing a
meeting point—both physical and sym-
bolic—for the Governors from ADB’s
developed and developing member coun-
tries. Adding to the palpable excitement
surrounding the choice of host city were
several important firsts this year—the
first ADB Annual Meeting to be held in
Turkey, the first to be held in Europe since
1998, and the first for the new ADB Presi-
dent, Haruhiko Kuroda, who took office
on 1 February.

The meeting venue, the Lutfi Kirdar
Istanbul Convention and Exhibition
Center, was situated in the heart of the

European side of the metropolis, with a
vantage point over the Bosphorus. It pro-
vided a secure venue for the Annual
Meeting’s 2,300 participants, who
included ADB Governors, official dele-
gations of ADB members, and repre-
sentatives of multilateral and bilateral
institutions, the global financial commu-
nity, civil society, and media.

They gathered on 4 May for an official
opening prefaced by a vibrant blend of
classical and Turkish music performed by
an orchestra, soloists, and a mass children’s
choir. After this, Mr. Kuroda was joined on
the podium by Ibrahim H. Çanakci,
Turkey’s Undersecretary of Treasury and
Chair of the Board of Governors, and
Turkey’s Minister of State in charge of
Economy Ali Babacan.

In his opening address, Mr. Babacan
praised ADB’s record as a hub of develop-
ment financing, technical assistance, and
its role in facilitating regional integration,
as well as its response to the December

2004 tsunami disaster. “Perhaps more than
any other institution, it has a deep and
broad understanding of the issues facing
developing Asia,” he said. “ADB is unique-
ly positioned to share lessons learned with
its developing member countries.”

Mr. Çanakci pointed out that ADB
and Turkey have a strong partnership in
improving the lives of the poor of Asia
and the Pacific. “As a country that bridges
the two continents of Asia and Europe, this
is an issue of great importance to Turkey,
and increasingly so as our world becomes
more globalized and interconnected,” he
said.

Interconnection was a theme also
taken up by Mr. Kuroda, who said in his
opening address to the Board of Governors
that Asia and the Pacific was in the midst
of a far-reaching transformation.

“Sustained, rapid growth is funda-
mental to achieving the shared vision of
a region free of poverty,” he said. But
growth alone was not enough. “I see us

The ADB Annual Meeting foresees a more integrated and inclusive Asia
A SHARED VISION

GREETINGS ADB President Haruhiko Kuroda
(left) meets Turkey’s Minister of State
in charge of Economy Ali Babacan as
Turkey’s Undersecretary of Treasury and
Chair of the ADB Board of Governors
Ibrahim H. Çanakci (center), and ADB
Secretary Jeremy Hovland (far left) look on
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moving into a new era of development—
more interdependent, more integrated,
and more inclusive,” he said. “An era where
nobody is left behind. Recognizing that
what benefits one can benefit all, coun-
tries in developing Asia are pursuing
regional cooperation.”

 The issue of Asian regional integration
was arguably the external issue that
loomed largest during the week, especially
given Mr. Kuroda’s recognized expertise
on the issue. Generating much press
excitement therefore were measures to
strengthen financial cooperation an-
nounced by the 13 Association of South-
east Asian Nations (ASEAN)+3 Finance
Ministers, who held a meeting on the side-
lines. In a further indication of moves
toward growing integration in the region,
there was also an inaugural informal
meeting of South Asian Financial Minis-
ters in Istanbul, and a meeting of Pacific
governors of ADB.

Regional economic integration was also
a theme taken up by the Governors’ Semi-
nar and Turkey Day presentations, among
a high-level series held over 5 days. Other
seminars tackled such issues as Asia’s capi-
tal markets, the role of local credit rating
agencies, the region’s economic outlook,
Central Asian infrastructure, and “Financ-
ing the City.”

Official events during the week in-
cluded a program for representatives of
nongovernment organizations, such as
panel debates, an open forum, and meet-

ing with the ADB President and ADB
senior staff. In between a busy schedule
of business sessions, seminars, and side
events, Mr. Kuroda also held a series of
bilateral meetings with delegations to
enhance relations with ADB members.

Away from official business, the Turk-
ish Government and people of Istanbul
proved themselves gracious hosts. High-
lights included the official reception
hosted by the Government amid the splen-
dor of the 19th century Dolmabahce Palace.
The organizers also staged a spectacular
cultural event, Fire of Anatolia, a tradi-
tional and modern mix of dance and music
from different regions of Turkey. Follow-
ing the show, Turkish Prime Minister
Recep Tayyip Erdogan gave a speech on
Turkey’s growth and prospects, and its
relationship with ADB. “We must spread
the light rising from Asia, and share and
adopt the problems and sufferings of Asia
as well as its prosperity,” he said.

During the official business sessions,
Governors mirrored Mr. Babacan’s senti-
ments in expressing their strong apprecia-
tion to ADB for its leadership role and
quick response in addressing the after-

O V E R V I E W

math of the tsunami. They requested ADB
to work with development partners to en-
sure integrity in the use of funds and to
monitor the effectiveness of operations
financed by ADB’s Asian Tsunami Fund.

They, too, noted that developing Asia
had entered a new era of development
characterized by dynamic growth, in-
creased interdependence, and an unprec-
edented prominence in the global
economy. Governors stressed the urgency
of addressing Asia’s large infrastructure
needs, ensuring inclusive economic
growth, and promoting good governance.
They also noted the critical importance
of the private sector as an “engine for
growth” in the region.

In the context of these broad regional
challenges, Governors urged ADB to in-
crease its promotion and leadership of
regional cooperation and economic inte-
gration; strengthen its ordinary capital
resources and increase the quality of its
financial assistance; and work with govern-
ments, development partners, and the pri-
vate sector to meet priority infrastructure
investment needs.

“ADB is firmly committed to reducing
poverty and achieving the Millennium
Development Goals in Asia and the Pa-
cific,” President Kuroda told the Gover-
nors in his closing remarks. “In this new
era, ADB must become a more relevant,
more responsive, and more results-
oriented institution, serving the interests
of all shareholders.” !

We must spread the light
rising from Asia, and share and
adopt the problems and sufferings
of Asia as well as its prosperity

““
Recep Tayyip Erdogan, Turkish Prime Minister

ADB is uniquely positioned
to share lessons learned with its
developing member countries

““
Ali Babacan, Turkish Minister of State

in charge of Economy
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By Haruhiko Kuroda
President, Asian Development Bank

Your Excellencies, Ladies and
Gentlemen: I am delighted
to join the Chairman,
Mr. Ibrahim H. Çanakci,
Undersecretary of Treasury

of Turkey, in welcoming you to the 38th

Annual Meeting of the Board of Governors
of the Asian Development Bank (ADB).

We are honored by the presence of the
Honorable Ali Babacan, Minister of State
in charge of Economy of Turkey, at our
gathering this morning.

I would like to thank the Government
and the people of Turkey for their warm
hospitality in welcoming ADB to Istanbul,
a city once known as the capital of capital
cities, and one which literally spans two
continents. And I would like to extend
a warm welcome to all representatives of
our development partners, the global
financial community, civil society, non-
government organizations (NGOs), and
the media.

Let me also express my deep condo-
lences to all member countries that lost
citizens in the recent tsunami. To the
Governors of the devastated countries,
be assured of ADB’s lasting commitment
to the recovery efforts. And to all ADB
shareholders, sincere thanks and apprecia-
tion for your generosity in assisting these
efforts.

Asia and the Pacific:
A Region of Contrasts
Ladies and gentlemen: In the city of

BUILDING ON
MOMENTUM

A NEW ERA OF DEVELOPMENT FOR ASIA AND THE PACIFIC
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Colombo, a small girl has clean water to
drink. In Vientiane, a mother uses her own
sewing machine, and sells her goods on the
global market. In Banda Aceh, a family will
have a new house to replace the home
devastated by the tsunami. That is what
development is all about: changing lives,
creating opportunities, working together
to bring new hope for a brighter future.

In less than a generation, develop-
ment—in its broadest sense-has changed
the face of Asia. In the last 15 years alone,
more than 200 million people in the re-
gion have broken free of poverty. Progress
has been remarkable. But significant chal-
lenges still remain.

In Asia and the Pacific, almost 700
million people—two thirds of the world’s
desperately poor—still struggle on less
than $1 a day. In some parts of Asia, three
out of four women are illiterate. Millions
of people, especially in rural areas, have
no access to clean water and sanitation.
Infant mortality rates in some countries
are up to 20 times higher than in devel-
oped countries. Seven out of 10 of the
region’s poorest people live in the largest
and fastest growing economies. In a region
of such dynamic growth, these high levels
of poverty are simply unacceptable.

The Millennium Development Goals
(MDGs) have set the targets to cut pov-
erty in half and raise living standards
around the globe. Can the MDGs be
achieved in Asia and the Pacific? That is
up to all of us. But one thing is clear: if
they are not achieved in Asia, they will not
be achieved at all. And if they are, the ben-
efits will be profound—not only for Asia,
but also for the world.

A New Era of Development
Today, at our 38th Annual Meeting, we
reaffirm our shared vision of an Asia and
Pacific free of poverty. A vision of thriv-
ing modern economies well-integrated
with each other, and with the world.

Sustained, rapid growth is fundamen-
tal to achieving this vision. In developing
Asia, a 1% increase in household income
is associated with a 2% decline in poverty.
But growth alone is not enough. To fully
realize our vision, I see us moving into a
new era of development—more interde-
pendent, more integrated, and more in-
clusive. A new era of development where
nobody is left behind.

This is a moment full of promise. De-
veloping Asia is in the midst of a funda-
mental and far-reaching transformation.
It is no longer on the periphery of the glo-
bal economy—it is central to global eco-
nomic progress. Based on purchasing
power parity, developing Asia now ac-
counts for almost 30% of global gross do-
mestic product.

Recognizing that what benefits one
can benefit all, countries in developing
Asia are pursuing regional cooperation.
Free trade agreements are proliferating.
Intraregional trade now accounts for
nearly half of all trade in Asia.

People in developing Asia no longer
just aspire to development—they expect
it. Governments are implementing key
policy reforms, improving regulatory
frameworks, and strengthening internal
governance and institutions. They are
seizing opportunities, and achieving un-

a comprehensive and challenging frame-
work for institutional change and renewal.
After 4 months in office, I am confident
in the progress we are making. We will
continue to build upon this progress to
further strengthen our development ef-
fectiveness. Let me briefly describe the
principles of relevance, responsiveness
and results, as they apply to ADB.

Relevance
To remain relevant in the new era of de-
velopment, ADB must address some fun-
damental challenges, both internally and
in our DMCs. For example, we are con-
cerned that our lending levels have been
stagnant, that the net transfer of resources
to some countries has turned negative,
that our operations are sometimes too
broad in scope, and that we are not maxi-
mizing the significant expertise and
knowledge embodied in our institution.

P R E S I D E N T ’ S  A D D R E S S

We must take on a larger role in helping close
developing Asia’s massive infrastructure financing
gap, estimated at more than $250 billion a year

““
precedented development performance.
And the international community has
committed to investing in developing
countries that demonstrate results.

The real potential for achieving higher
levels of development effectiveness lies
in Asia. Asia is clearly a region where de-
velopment works. And Asia represents the
world’s best hope for meeting the MDGs.

ADB in the New Era of Development
Ladies and gentlemen: Over the past 4
decades, ADB has invested over $113 bil-
lion in Asia and the Pacific, including
$5.5 billion in loans and technical assis-
tance last year. ADB has made many
contributions to development in the
region and in our developing member
countries (DMCs). We should all be proud
of the work we do every day to contribute
to Asia’s growth and prosperity.

But dynamic changes in the region also
mean that ADB must change. To assist our
DMCs in achieving the MDGs, the new
era of development requires that ADB
become more relevant, more responsive,
and more focused on results.

As you know, ADB’s reform agenda is

To deal with these issues, we must
strive for greater focus and selectivity in
our operations. This is the only way we
can offer and sustain high-quality products
and services to our clients. We must also
scale up our financial assistance, especially
to support attainment of the non-income
MDGs. To meet basic human needs across
the region, much more investment is
needed in sectors such as water supply,
sanitation, education and health care. Spe-
cial attention is needed to improve the
lives of women in the region, and to ad-
dress the increasing spread of HIV/AIDS.
We also need to engage more effectively
with postconflict and fragile states, in close
partnership with others.

We must take on a larger role in
helping close developing Asia’s massive in-
frastructure financing gap, estimated at
more than $250 billion a year. To do so,
we are working with our DMCs as well as
the private sector to finance priority in-
frastructure projects that improve access
for the poor and contribute to economic
growth. We are also pursuing innovative
ways to catalyze higher levels of private
sector investment in infrastructure and
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other sectors.
Our next Medium-Term Strategy will

set out the specific priorities we intend
to address over the next 5 years. These
priorities will be achieved within the con-
text of our unique role in promoting closer
regional cooperation and integration. To
do so, we will build upon our existing sub-
regional initiatives, such as those in the
Greater Mekong Subregion, Central Asia,
and South Asia. We will deepen our part-
nerships with regional bodies, such as
ASEAN+3, in order to improve trade and
financial linkages.

development, ADB launched its debut lo-
cal currency bond issues in India and Ma-
laysia. This year, we plan to issue local
currency bonds in Thailand, Philippines,
and People’s Republic of China. We are
developing, and will soon pilot test, new
financial instruments and modalities,
including local currency financing, sub-
sovereign lending, refinancing, and a
multitranche financing facility. To support
this initiative and to strengthen our in-
stitutional profile, we plan to establish an
independent, comprehensive credit and
financial risk management unit.

inclusive development, governance, and
portfolio performance. And our new
Human Resources Strategy includes staff
performance plans to promote increased
accountability at the individual level, and
as part of staff contributions to teams,
divisions, and departments.

As we move forward, we are commit-
ted to adhering to the highest levels of
accountability and transparency. Our new
Public Communications Policy places
ADB at the forefront of multilateral de-
velopment banks in terms of transparency
and access to information. It gives the
public improved access to documents and
commits us to greater openness and dia-
logue with stakeholders. The Office of
External Relations will soon be upgraded
to a department, and our representative
offices will be placed within the new de-
partment. Both of these actions will
strengthen ADB’s external relations.

To achieve results, we must continue
the fight against fraud and corruption. As
we work with our DMCs to strengthen
their key accountability institutions, we
must also guard against corruption and
fraud within the Bank and in all ADB-
financed projects. The newly established
Integrity Division in the Office of the
Auditor General is but one example of this
ongoing effort.

Concluding Remarks
Excellencies, partners and friends: Today,
I have spoken of a more integrated and
inclusive Asia and Pacific—a new era of
development, characterized by tremen-
dous challenges, but also by a wealth of
opportunities. It is an era in which we are
all engaged, to which we are all commit-
ted. Against this backdrop, I have outlined
some of the priorities for achieving results
as a regional, relevant, and responsive
organization.

ADB is your institution, and your con-
tinued support and engagement are es-
sential. I look forward to hearing your
views and engaging with you on how ADB
can best assist the region in meeting its
challenges and in fulfilling its tremendous
potential. And I ask you to join me in
charting the course for our institution to
help build a future of hope, opportunity,
and prosperity for all the people in Asia
and the Pacific.

Thank you. !

To be responsive, we must be timely in all our
operations....To be responsive, we must be innova-
tive....To be responsive, we must be more flexible

““
The recently established Office of Re-

gional Economic Integration will serve as
a focal point for these efforts, and will fur-
ther enhance our role in promoting re-
gional cooperation and integration. As we
move forward, it is essential that inclu-
siveness underpins these efforts in order
to reduce income disparities, and to en-
sure the benefits of growth are more eq-
uitably distributed, both across countries,
and within countries.

Responsiveness
Ladies and gentlemen, let me talk about
the principle of responsiveness.

The round-the-clock work of our staff
in response to the tsunami showed me
what ADB is capable of. The $600 mil-
lion Asian Tsunami Fund was truly a col-
lective effort to mobilize financial
resources so desperately needed by tsu-
nami-affected DMCs. But the new era of
development requires more.

To be responsive, we must be timely
in all our operations. This year, in a con-
certed effort to reduce the preparation
time for projects and improve project
implementation, we will introduce a num-
ber of changes to our business processes
and internal procedures. We have already
streamlined some procedures for procure-
ment and consulting services, and addi-
tional changes will be submitted to our
Board soon.

To be responsive, we must be innova-
tive. Last year, to assist bond market

To be responsive, we must be more
flexible. This includes less restrictive
cost- sharing arrangements and expand-
ing items that are eligible for ADB financ-
ing. This will also harmonize ADB’s
financing regime with that of other mul-
tilateral development banks.

Results
Ladies and gentlemen, ultimately the
value we add to our borrowing member
countries and our shareholders depends
on achieving demonstrable results.

All of us at ADB are accountable for
ensuring that we achieve results. Our
Board of Directors is accountable for re-
sults. Our management team is account-
able for results. And ADB staff members
are accountable for results.

As part of the bank-wide implemen-
tation of the Managing for Development
Results framework, our focus is shifting
from activities and inputs to outcomes
and impacts. At the project level, for ex-
ample, our new design and monitoring
framework helps identify results early on,
along with more specific indicators to
monitor progress. We have also prepared
results-based country strategies and pro-
grams on a pilot basis and will expand this
initiative to all of our DMCs.

We are applying our new Performance-
Based Allocation policy to allocate Asian
Development Fund IX loan and grant
resources to our ADF borrowers on the
basis of economic management, socially
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By Ibrahim H. Çanakci
Chair of the Board of Governors
and Governor for Turkey

It is a great pleasure to welcome the
Asian Development Bank (ADB),
member country delegations, dis-
tinguished guests, and participants
to this 38th Annual Meeting in the

ancient and beautiful city of Istanbul.
As you know, the honor of hosting this
meeting in Turkey has been long awaited
and eagerly anticipated. I extend my sin-
cere wishes to all of you for an enjoyable
and productive week.

ADB and Turkey have a strong, if rela-
tively young, partnership. It is a relation-
ship characterized by deep mutual respect
and friendship, and of course by a shared
passion for improving the lives of the
people of Asia and the Pacific. As a coun-
try that bridges the two continents of Asia
and Europe, this is an issue of great im-
portance to Turkey, and increasingly so as
our world becomes more globalized and
interconnected. We value our involvement
with ADB and look forward to continuing
our work together.

As the Chair of the Board of Gover-
nors, I would like to officially recognize
and welcome ADB’s new President, Mr.
Haruhiko Kuroda, who assumed office on
1 February this year. President Kuroda was
unanimously elected to his post by the
Board of Governors following the resigna-
tion of former President Mr. Tadao Chino.
Mr. Kuroda comes to ADB with a wealth
of experience and a strong commitment
to foster continued growth, development,
and poverty reduction in the Asia and
Pacific region. On behalf of the Board of

A STRONG
PARTNERSHIP
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ADB has a vital role
in working with
developing Asia to
achieve the MDGs
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G O V E R N O R ’ S  A D D R E S S

Governors, I would like to wish President
Kuroda all the best in furthering this criti-
cal mission. I should also thank former
President Mr. Chino for his dedicated
and committed work and wish him well
for the future.

The Asian Tsunami
Fellow Governors, distinguished guests,
the year 2004 will stand out in history as
the year the great Asian tsunami shook
the world. I believe I speak for all Board
members in offering deep condolences
to all member countries that were struck
by significant natural disasters over the
last 12 months. The earthquake and
tsunami of 26 December was, of course,
unprecedented in scale and impact. For
the hardest-hit country of Indonesia, sub-
sequent major earthquakes have further
deepened this tragedy.

Rehabilitation and reconstruction will
take years and I want to assure all affected
countries of ADB’s commitment and on-
going support in these efforts.

example, ADB’s country strategies and
programs are more closely aligned with
national poverty reduction strategies and
the Millennium Development Goals
(MDGs). All new country strategy and
programs will be built on a results frame-
work, and will include progress indicators
and monitoring mechanisms.

I am also pleased to note that ADB
adopted a Pacific Strategy, covering all op-
erations of the Pacific Department. As we
know, the small countries that dot the Pa-
cific face many challenges in achieving
sustainable development. The new strat-
egy focuses on private sector develop-
ment, economic efficiency, social services,
and good governance.

To further improve its development
effectiveness, ADB also moved forward
on a number of management reforms in
2004. To date, ADB has strengthened
performance-based allocation of Asian
Development Fund resources, established
a results management unit, and com-
pleted an independent assessment of

ADB’s Role in Development
Ladies and gentlemen, this is an impor-
tant year for international development.
2005 is a year of stock-taking on MDGs,
which will culminate in the Millennium
+5 High Level Plenary Meeting of the
United Nations General Assembly in
September. Only one decade remains to
achieve the critical targets to which all
191 UN member states have committed.

Two years ago, when I had the privi-
lege of addressing the 36th Annual Meet-
ing in Manila, I noted that the world
community had confirmed its commit-
ment to the MDGs through a series of
major conferences. I also noted that set-
ting goals is only the start, but achieving
them will take a sustained and focused
effort over many years.

In February of this year, the Second
High Level Forum on Aid Effectiveness
set out a blueprint to guide our mutual
efforts and accelerate progress toward the
MDGs. The Paris Declaration is based on
five principles: country ownership, harmo-
nization among donors, alignment with
country systems, managing for results, and
mutual accountability.

As a whole, the region is on track to
reduce by half the number of people liv-
ing in extreme poverty by 2015. But for
most of developing Asia, addressing the
full range of MDGs will remain a huge
challenge. As the region’s partner in de-
velopment, ADB has a vital role in work-
ing with developing member countries to
reach their targets for poverty reduction,
education, gender equality, child and ma-
ternal health, HIV/AIDS, and environmen-
tal sustainability. The MDGs are clearly
reflected in ADB’s Long-Term Strategic
Framework and in its poverty reduction
strategy.

ADB has a number of strategies and
policies to guide this important work. Let
me briefly mention just three.

First, as we look to the future, it is clear
to see that ADB will continue to be a
major source of financing for development,
and also an increasingly important source
of expertise. Over the last 38 years,
ADB has built considerable development
expertise in the Asia and Pacific region.
Perhaps more than any other institution,
it has a deep and broad understanding
of the issues facing developing Asia. ADB
is uniquely positioned to share lessons

I am impressed that ADB has re-
sponded to this matter promptly, and
worked closely with governments, com-
munities, partner agencies, civil society,
and others to ensure that the recovery
efforts are well coordinated and meet the
needs of the survivors.

The Annual Report
Distinguished guests, let me turn to the
Annual Report, which outlines in detail
ADB’s accomplishments of 2004. I will
touch on just a few highlights.

As you know, a review of ADB’s poverty
reduction strategy, which was completed
in July 2004, confirmed the relevance of
its three pillars: pro-poor sustainable eco-
nomic growth, inclusive social develop-
ment, and good governance. The review
also outlined a number of areas to be
strengthened in order to achieve greater
development effectiveness.

I am pleased to note that ADB has
taken action on several fronts to respond
to the review’s recommendations. For

the 2002 reorganization. It is also note-
worthy that ADB developed a new Hu-
man Resource Strategy, as an integral part
of ADB’s focus on performance manage-
ment. I commend the Management and
staff for these initiatives and look forward
to further progress in the year ahead.

All in all, I believe these reforms have
made ADB a stronger institution that is
better able to assist developing member
countries (DMCs) in meeting their
development goals. In addition to those
initiatives, ADB’s accountability mecha-
nism became fully operational in 2004,
and the Operations Evaluation Depart-
ment began reporting directly to the
Board of Directors.

The new Public Communications
Policy, which was designed to enhance
transparency and accountability, was the
subject of extensive consultation with
a broad range of stakeholders. The policy
was approved by the Board just 2 weeks
ago and comes into effect on 1 Septem-
ber.

It is clear to see that ADB will continue to be
a major source of financing for development, and
also an increasingly important source of expertise

““
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By Graham Dwyer
External Relations Specialist

Turkey can play an important role
as a conduit for sharing Europe’s
experiences and knowledge with

Asia and the Pacific on regional integra-
tion, Asian Development Bank (ADB)
President Haruhiko Kuroda told a semi-
nar in Istanbul.

“While the drivers of economic inte-
gration in Asia are different than those
in Europe, the European Union neverthe-
less has many lessons that Asia can draw
on in fostering regional integration,” Mr.
Kuroda said.

“ADB is keenly interested in strength-
ening economic relations between Asia
and Europe. With its unique geographic
location and its understanding of cultures
across both continents, Turkey is clearly
well positioned to play a lead role in this
process.”

He was speaking at the start of the
Republic of Turkey Day Seminar, held on
the eve of ADB’s 38th Annual Meeting of
the Board of Governors.

The full-day seminar included
speeches by Chair of ADB’s Board of Gov-
ernors and Turkish Undersecretary of
Treasury Ibrahim H. Çanakci and Minis-
ter of State for Economy Ali Babacan, and
six presentations by Turkish officials, on
topics ranging from cultural heritage and
experience of reforms, to foreign direct
investment and trade policy.

Mr. Kuroda said that as Turkey was
reducing debt, lowering inflation, en-
hancing financial sector stability, and pro-
moting continued economic growth,
ADB would be following its progress.

“The reforms being undertaken in
Turkey are also areas where ADB provides
assistance to its developing member
countries,” he said. “Thus, Turkey’s
experience will be most valuable to us
as we work with economies in transition,
and with countries that are tackling simi-
lar reforms.”

Turkey has become one of the world’s
fastest-developing economies, he said,
registering gross national product
growth of 9.9% in 2004—a remarkable
recovery from an economic crisis that
struck in 2001.

“The return of confidence since the
2001 crisis, both within and outside the
country, is a tribute to the Government’s
sound and ambitious agenda of macro-
economic and institutional reforms,” he
said.

Turning to Turkey’s pursuit of mem-
bership with the European Union, he said
Turkey’s accession depends a great deal
on fundamental political, economic, and
social reforms.

“Although pursuing a formal relation-
ship with Europe as a member of the
European Union, Turkey’s geographic
and historical ties to Asia are strong and
enduring,” he added. “As a bridge, Tur-
key plays a unique role in translating and
interpreting the interests and issues of
both continents, one to the other.” !

ADB can draw on Turkey’s experience in working with
economies in transition in Asia and the Pacific

N E W S

MOVING UP Turkey has become one
of the world’s fastest-developing
economies, registering 9.9% growth
in its 2004 gross national product
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Best of Both Worldslearned with its DMCs.
Second, ADB must strengthen and

enhance its role in the area of regional and
subregional cooperation and integration.
As we know, regional cooperation initia-
tives have proliferated across Asia and the
Pacific in recent years. The successful
Greater Mekong Subregion has been one
of the fastest-growing regions in the world.
Poverty has declined in the subregion and
per capita GDP has grown by almost one
third. Similar subregional partnerships are
coming together in South, Central, and
Southeast Asia as countries increasingly
recognize the benefits of regional coopera-
tion. I commend ADB’s leadership in these
initiatives and look forward to seeing more
in the years ahead.

Third, infrastructure remains a signifi-
cant challenge across the region. Modern,
reliable infrastructure is a fundamental
building block for sustainable economic
growth and investment. People who lack
access to markets, reliable sources of
energy, safe drinking water, and commu-
nication networks have few opportunities
to participate in development and lift
themselves out of poverty. This is particu-
larly critical in rural areas, where rural in-
frastructure investments have been shown
to have significant direct effects on rural
poverty reduction. But with the current
rapid urbanization of Asia, investing in
cities also takes on a new urgency.

Concluding Remarks
Distinguished guests, the Asia and Pacific
region has experienced tremendous eco-
nomic growth in recent decades, leading
to substantial poverty reduction. But many
challenges remain. As owners and share-
holders of this institution, it is up to all of
us to look ahead to the horizon, anticipate
the development needs of the future, and
support ADB to achieve its important
goals. The lives of millions of women, men,
and children depend on our determined
action. The worthy goals of the poverty
reduction strategy—pro-poor sustainable
economic growth, inclusive social devel-
opment, and good governance—can only
be achieved with all of our support.

Let me conclude by offering my
very best wishes for a successful Annual
Meeting, and for another year of progress
in reducing poverty across Asia and the
Pacific. !
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By Graham Dwyer
External Relations Specialist

Nongovernment organizations
(NGOs) participated in nearly
two thirds of Asian Develop-
ment Bank (ADB)-approved

loan projects during 2004, ADB President
Haruhiko Kuroda told a special NGO
session before ADB’s Annual Meeting in
Istanbul in May.

In a meeting with 40 NGO represen-
tatives, Mr. Kuroda pointed out that ADB
also provided direct funding to 60 projects
under a pilot small grants scheme support-
ing NGO-run initiatives in 15 countries.

“The relationship between an institu-
tion like ADB and advocacy NGOs can
sometimes be tense and even conflictive,”
Mr. Kuroda told participants. “A lively,
ongoing debate about development helps
to ensure that voices are heard, and that
the diversity of views on complex issues
is taken into consideration.”

He said he appreciated NGO perspec-
tives on how ADB can improve account-
ability and transparency in its project
work. “NGOs play an important role in
ADB-assisted projects,” he said. “We
regularly draw on the strengths of NGOs
as experts, as sources of project models,

A Fresh Perspective

as advocates for the poor, and as a source
of alternative viewpoints.”

Many NGOs had also given feedback
on the early operations of ADB’s account-
ability mechanism, approved two years
ago, he said. “Your comments will be
an important contribution to a review of
the mechanism due to take place some-
time after December 2006,” he said.

He also pointed out that ADB had
recently approved its Public Communi-
cations Policy, which was developed after
extensive public consultations and pro-
vides improved access to documents and
commits ADB to greater openness with
stakeholders.

At the session, NGO representatives
quizzed Mr. Kuroda on various issues,
ranging from problems of corruption,
ADB’s operations in Nepal, its account-
ability mechanism, and release of funds
for tsunami assistance, to the next step
in achieving the Millennium Develop-
ment Goals, and the dangers of climate
change.

Mr. Kuroda said he would be seeking
their ideas for building upon the current
ADB-Government-NGO Cooperation
Framework 2003–2005, which has served
as a road map for tripartite collaboration
in the context of ADB-assisted activities.

Bart Édes, Head of ADB’s NGO and
Civil Society Center, at an NGO Open
Forum the previous day, stressed that
ADB had come a long way in its partner-
ship with civil society since 2003, when
the framework began implementation.

“Civil society organizations are among
our key partners in development,” he said.
“We will be seeking their support in forg-
ing a new medium-term action plan for
cooperation to make our partnerships even
more effective through 2010.”

NGO and ADB representatives delib-
erated on issues ranging from governance
and corruption to aid effectiveness and
sustainable development during four
panels organized as part of the Annual
Meeting’s NGO program.

At a session on NGO-business partner-
ship for sustainable development, repre-
sentatives of environmental NGOs,
including WWF International, and private
sector companies discussed innovative
ways for NGOs and businesses to collabo-
rate to promote sustainable development.

A panel discussion on ADB safeguard
policies was also held in which NGO
representatives raised concerns about ADB
application of policies on indigenous
peoples, involuntary resettlement, and
the environment in its operations. Bindu
Lohani, Director General of ADB’s
Regional and Sustainable Development
Department, acknowledged the need
for ADB to focus more effort on imple-
menting ADB’s safeguard policies. Red
Constantino, Greenpeace representative,
called for ADB to bring the issue of cli-
mate change—and the need to redirect
policies toward renewable energy—to the
governments of its member countries. !

OPPORTUNITY FOR DIALOGUE NGO and ADB
representatives discussed topical develop-
ment issues during four panels organized as
part of the Annual Meeting’s NGO program

NGO and civil society representatives engaged in
lively debate and interaction with ADB’s President
and staff during an Annual Meeting special program
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A Mutual Understanding
ADB and GDC sign agreement to enhance opportunities for collaboration

The Asian Development Bank (ADB)
and the German Development
Cooperation (GDC) signified their

intent to cooperate with each other on
areas of mutual interest, and to enhance
opportunities for collaboration.

ADB President Haruhiko Kuroda and
the Permanent Secretary of the German
Ministry for Economic Cooperation Uschi
Eid signed a letter of intent during the
President’s meeting with the German
delegation immediately before the open-
ing ceremony of ADB’s 38th Annual Meet-
ing of the Board of Governors in Istanbul.

“ADB believes that collaboration with
GDC will strengthen institutional capaci-
ties in both organizations, and enhance
the efficiency and effectiveness of the use
of their respective resources,” says Mr.
Kuroda.

The two institutions will explore pos-
sibilities for effective collaboration in
areas such as education, water supply and

sanitation, energy, transport, health and
nutrition, finance, urban development,
and environmental sustainability.

The collaboration between ADB and
GDC may involve cofinancing investment
projects and policy programs, developing
new financing instruments, sponsoring
joint seminars or conferences, promoting
staff exchanges, as well as regularly ex-
changing information on their respective
regional and country programs, and on
other areas of common interest.

GDC aims to achieve a global struc-
tural and peace policy, help resolve crises
and conflicts in a peaceful manner, ensure
that scarce resources are more equitably
shared, and preserve the natural environ-
ment for coming generations. It also aims
to help reduce poverty.

At present, GDC comprises the Federal
Ministry for Economic Cooperation and
Development, Kreditanstalt für Wieder-
aufbau Development Bank, Deutsche
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Gesellschaft für Technische Zusammen-
arbeit, Capacity Building International,
German Development Service, Centre for
International Migration, and German In-
vestment and Development Company. !

Development in the Pacific

By Sandra Lodoen
External Relations Specialist

Pacific countries need to provide a
hospitable environment for private
investment and job creation, Asian

Development Bank (ADB) President
Haruhiko Kuroda told a meeting of Pacific
Governors of ADB on the eve of the open-
ing of the 38th Annual Meeting.

Mr. Kuroda said that poverty is a grow-
ing concern in many parts of the Pacific,
with hardship and vulnerability a common
feature of life in many rural communities.

Last year, ADB approved a new Pacific
Strategy, which provides a framework for
addressing key constraints to economic
growth and poverty alleviation. The Strat-
egy underscores the need for good gover-

nance, sound policies, capable human re-
sources, and appropriate infrastructure.

Another key element involves reorient-
ing public sector management and resource
allocation to improve the quality and reach
of public services.

“In the coming years, ADB will sharpen
its focus in the Pacific to make sure that
our resources are directed at addressing
these objectives,” Mr. Kuroda said. “If your
Government is keen to pursue these aims,
I can assure you that ADB will strive to be
a valuable partner.”

Mr. Kuroda also highlighted the impor-
tance of pursuing regional cooperation and
economic integration within the Pacific
region.

“I am of the strong belief that the Pa-
cific is a region where, despite the diver-
sity that exists among the countries, there
is significant potential for mutual gain from
working together, and I believe that ADB
can be a catalyst in this effort,” he said. !

Pursuing regional cooperation and economic
integration key for progress in the Pacific region

OPPORTUNITIES Pacific countries need to
provide a hospitable environment for
private investment and job creation
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SHARED GOALS ADB-GDC collaboration will
enhance the institutions’ effectiveness;
ADB President Haruhiko Kuroda and the
Permanent Secretaryof the German Ministry
for Economic Cooperation Uschi Eid after
signing the letter of intent
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A bout $40 billion per year
is needed for urban infra-
structure investments to
meet the demands of the
explosive urbanization seen

in Asia over the past 4 decades, seminar
participants heard in Istanbul.

“In the mid-1960s, only one person
in five lived in towns and cities,” Bindu
Lohani, Director General of the Asian
Development Bank (ADB)’s Regional and
Sustainable Development Department,
told the first of a series of ADB seminars
on Financing the City. “Today it is one in
three, and by 2020, it will be one in two.”

Three seminars examined the prob-
lems and opportunities presented by the
projected growth of Asia’s urban centers,
as well as the potential for public-private
partnerships and new approaches to local
currency financing.

In the first seminar, Problems and
Opportunities, Mr. Lohani explained that
city growth has been largely unplanned
and uncontrolled, with a plethora of
problems ranging from inadequate water
supply to festering slums. Despite this,
he said, cities are the engines of national
economic growth, citing Bangkok, which
generates about one third of Thailand’s
gross domestic product (GDP).

Another speaker, Kadir Topbas, Mayor
of Istanbul, echoed the importance of
cities to the overall national economy,
saying that Istanbul accounted for 3% of
Turkey’s GDP. Yet Istanbul, a city rich
in culture and history, needs to substan-
tially upgrade its transportation and water
infrastructure. Each of these programs will
cost the city an estimated $4 billion–
$5 billion.

“We need to learn from the experience
gained by other cities,” he said. “Network-
ing among city officials from Asia and
elsewhere is vital to avoid repeating the
mistakes of the past and to identify new
and successful ways of doing things.”

One major problem, highlighted by
Freddie Tinga, Mayor of the City of Taguig

PLANNING FOR GROWTH
In the wake of Asia’s recent explosive urbanization, three seminars examined
the problems and opportunities in meeting the demands of the region’s cities

in the Philippines, is that cities have to
fiercely compete for limited financial
resources. To gain an advantage, he said
that a city’s “product” must be perceived
by the investment community as worthy
of their attention.

Private investments can be tapped
to help bridge the resource gap in the
infrastructure financing needs of develop-
ing countries, the second seminar on Pri-
vate-Public Sector Partnerships heard.
Companies engaged in public-private part-
nerships presented various modalities
through which the private sector can help
finance urban infrastructure needs.

For example, Foo Hee Kiang, Chief
Operating Officer of the Hyflux Group,
which has undertaken a desalination
project in Singapore, explained the back-
ground of the drinking and industrial

S E M I N A R S

water sector in Singapore, the structuring
of the project, and the allocation of
risks between the project company and the
offtaker for the water—the Public Utili-
ties Board of Singapore.

Another speaker, S. Ramakrishnan,
Executive Director of Finance for Tata
Power Company in India, outlined the
context of the privatization of electricity
distribution in New Delhi and presented
an innovative funding arrangement to
cover losses during the transition period.

At the third seminar on New Ap-
proaches to Local Currency Financing,
project developers, sponsors, and banks
showed how developing long-term cross
currency swaps will help bring in confi-
dence and trust in local capital markets to
provide long-term local currency funding
to finance urban infrastructure.
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URBAN CHAOS City growth
has been largely unplanned
and uncontrolled, with a
plethora of problems ranging
from inadequate water
supply to festering slums

URBAN CHAOS City growth
has been largely unplanned
and uncontrolled, with a
plethora of problems ranging
from inadequate water
supply to festering slums

Networking among city officials
from Asia and elsewhere is vital to avoid
repeating the mistakes of the past

““
Kadir Topbas, Mayor of Istanbul
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By Ganeshan Wignaraja
Senior Economist

Infrastructure investment in Central
Asia needs to increase significantly to
around $2 billion–$3 billion per year

in 2005–2010 to sustain growth and reduce
poverty, the head of ADB’s operations in
the subregion told a high-level seminar in
Istanbul.

Director General of the Asian Devel-
opment Bank (ADB)’s East and Central
Asia Department Satish Rao said that in-
frastructure spending, excluding oil and
gas, needed to be raised from the present
figure of about $1 billion per year.

He was speaking at a seminar on Pri-
vate Sector Participation in Infrastructure
in Central Asia, held on the final day of
ADB’s Annual Meeting in Istanbul.

“The region is booming, with the gross
domestic product accelerating to 9.2% in
2002–2004, and Soviet era railways, roads,
oil pipelines, and telecommunications
need urgent modernization to improve
Central Asia’s connectivity with interna-
tional markets,” Mr. Rao said.

“Increasing demand and limited gov-
ernment capacity opens up potential for
private sector participation in infrastruc-
ture in the region.”

At the seminar, Aidar Arifkhanov,
Kazakhstan’s Vice Minister of Finance,
highlighted the strong economic perfor-
mance of Kazakhstan, the region’s largest
economy, due to high oil prices, good
macroeconomic management, and inflows
of foreign direct investment.

He said that private sector participa-
tion could usefully complement state in-
vestments in infrastructure in Kazakhstan
by providing new capital and management
expertise.

“Key areas for private sector participa-
tion might include energy sector infra-
structure, air transport, rail transport,
telecommunications, and water supply,”
he said.

Lloyd Paxton, Chairman of Air Astana,
underlined the importance of public-
private sector partnerships in air transport
in Central Asia. He said that “Air Astana
was established as recently as 2001 as a
Kazakhstan-British joint venture but has
contributed over $30 million to Kazakh-
stan’s state budget.” This represents a
good return on an initial investment of
$8.6 million, he said.

Turkey has a special commercial role
to play in Central Asia’s infrastructure
development, Hilmi Guler, Turkey’s Min-
ister of Energy and Natural Resources, told
the seminar, given that it is a country lo-
cated between the enormous gas reserves
of Central Asia and the gas markets of
Europe.

“The Baku-Tbilisi-Ceyhan Crude Oil
Pipeline and the Bank-Tbilisi-Erzurm
Natural Gas Pipeline projects show that
the private sector, the state, and develop-
ment banks can work together in infra-
structure development,” he said.

But reducing red tape and other
bureaucratic obstacles was essential to
small and medium enterprise develop-
ment and private sector participation in
infrastructure in Central Asia, according
to Rustom Azimov, Uzbekistan’s Deputy
Prime Minister.

He underlined the new opportunities
for strategic foreign and local investors in
Central Asian infrastructure due to the
recently concluded free trade agreement
between Kazakhstan and Uzbekistan. !

Infrastructure investment in Central Asia needs to
be doubled or tripled from the current figure of
$1 billion per year to sustain growth, a seminar hears

Sustaining the BoomShort-term alternatives are important,
but policy makers need to focus on devel-
oping longer-term solutions to hedge cur-
rency and maturity risks associated with
foreign investments, participants heard.
Foreign investors prefer currency swap
markets for investing in long-term local
currency debt instruments of emerging
market borrowers.

Asia could look forward to explosive
growth in the years ahead, participants
were told. A vibrant capital market is no
longer a luxury for Asia. Capital markets
are not just debt markets but include swap
and equity markets.

“The most far-thinking governments
in Asia have encouraged the develop-
ment of local currency financing solutions
even if they lacked a strong incentive to
do so,” said one of the speakers, Robert
Gray, Chair of the Hongkong and Shang-
hai Banking Corporation’s Debt Financing
and Advisory group.

He said that Asia’s bond markets are
expanding rapidly and gathering momen-
tum. Asia should be uniquely equipped
to finance its infrastructure investment—
roads, water, ports, and power through lo-
cal currency capital markets. The knowl-
edge that finance can be raised locally
on a long-term basis can be a key spur to
foreign direct investment.

ADB has proposed several local cur-
rency financing solutions to its develop-
ing member countries, the seminar heard.
One is an innovative cross-currency swap
product that allows ADB to inject long-
term local currency funding to support
infrastructure in developing economies by
undertaking a currency swap with the host
government.

The swap mechanism is a “win-win”
for the developing member country, the
borrower, and ADB, participants stressed,
with its relative simplicity providing great
potential to generate local currency
financing across developing countries.
ADB will use the inputs from the seminar
in the ongoing review of its urban sector
strategy this year. !
Compiled from reports by Robert Dobias,
Director, Agriculture, Natural Resources, and
Social Sectors Division, Regional and Sustainable
Development Department; Seethapathy
Chander, Director, Infrastructure Finance Divi-
sion, Private Sector Operations Department; and
Ajay Sagar, Senior Structured Finance Special-
ist, Private Sector Operations Department

Increasing demand
and limited government
capacity opens up poten-
tial for private sector
participation in infra-
structure in the region

““
Satish Rao, Director General

ADB East and Central Asia Department
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By Graham Dwyer
External Relations Specialist
and Sharad Bhandari
Economist

Greater regional cooperation
and integration within Asia
holds the promise of sus-
tainable growth and re-
duced poverty in the re-

gion, Asian Development Bank (ADB)
President Haruhiko Kuroda said at the
opening of a seminar in Istanbul.

“One of the lessons of history is that
economies that are more market-oriented
and integrated with the outside world are
more likely to achieve sustained high rates
of growth and poverty reduction,” Mr.
Kuroda said.

“Increased openness and integration
are important contributors to the East
Asian economic miracle, and to the dyna-

mism of the People’s Republic of China
(PRC) and, more recently, India.”

He made his comments at the Gover-
nors’ Seminar on a Road Map for Asia’s
Economic Cooperation and Integration,
held on the eve of the opening of ADB’s
38th Annual Meeting of the Board of Gov-
ernors in Istanbul.

At the seminar, moderated by ADB
Vice-President Liqun Jin, Mr. Kuroda and
four ADB Governors shared their perspec-
tive on how integration can contribute to
Asia’s sustainable economic growth, build
resilience to external shocks, and prevent
financial contagion.

Mr. Kuroda pointed out that the geo-
graphic scope of cooperative agreements
has expanded across the different subre-
gions of Asia, so that there are now initial
signs of cooperation and integration in
Asia as a whole.

He cited as examples the India-

S E M I N A R S

STRENGTH IN COOPERATION
Greater integration within Asia offers the promise
of sustainable growth and poverty reduction,
the Governors’ Seminar hears
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BUILDING BLOCKS Integration can
contribute to Asia’s sustainable
economic growth, build resilience
to external shocks, and prevent
financial contagion

BUILDING BLOCKS Integration can
contribute to Asia’s sustainable
economic growth, build resilience
to external shocks, and prevent
financial contagion

ASEAN Comprehensive Economic Coop-
eration Agreement, the recent strategic
partnership agreement between the PRC
and India, the Pakistan-PRC Protocol
Agreement on Trade, and the Bangladesh-
India-Myanmar-Sri Lanka-Thailand Eco-
nomic Cooperation (BIMSTEC).

“Closer economic interdependence
among East Asian countries, through intra-
regional trade and investment and public-
private partnerships, is likely to sustain the
momentum in monetary and financial
cooperation,” he added.

Strengthening regional cooperation
would help Asia maximize its advantages
of great diversity, vast pool of savings, and
capable human resources, Japan’s Minis-
ter of Finance Sadakazu Tanigaki told the
seminar.

“Regional economic integration can
promote economic growth by expanding
markets, exploiting the synergies in com-
plementary resource endowments and pro-
duction structures, and by making the
region more resilient to global economic
shocks,” said Mr. Tanigaki, who is Gover-
nor for Japan at ADB.

“Regional cooperation and integration
should contribute to the growth of the glo-
bal economy and should not be exclusive
of other regions,” he added.

ADB should continue to strengthen
support for cross-border infrastructure, as-
sist in strengthening regional financial
markets, promote intra-regional coop-
eration on trade, facilitate immigrants’
remittance to their home countries, and
encourage policy dialogues on the regional
economy to help exchange views on eco-
nomic policies of each country, he added.

Panelists broadly agreed with his as-
sessment. There was also a consensus
among speakers that Asia’s regionalism
should be open and complementary to glo-
bal initiatives such as those under the
World Trade Organization. In particular,
cooperative agreements should be man-
aged so that trade and investment diver-
sion is minimized.

Alternate Governor for India at ADB
Rakesh Mohan noted that “in a world in
which regional blocs can often be more
effective than individual countries, Asia
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By Graham Dwyer
External Relations Specialist

The measures to strengthen financial
cooperation announced by the As-
sociation of Southeast Asian Na-

tions (ASEAN)+3 are a significant step
forward toward East Asia’s economic
integration, a senior Asian Development
Bank (ADB) official said at the 38th

Annual Meeting of ADB’s Board of Gov-
ernors.

“The strengthening of the Chiang Mai
Initiative (CMI) and the enhancement
of the ASEAN surveillance process will
boost the resilience and economic growth
of the region,” said Masahiro Kawai,
Economic Advisor to ADB President
Haruhiko Kuroda. Mr. Kawai will head
ADB’s newly created Office of Regional
Economic Integration in October.

The Finance Ministers of the 13
ASEAN+3 countries expressed apprecia-
tion for ADB’s continued support as they
announced their steps for strengthened
financial cooperation in Istanbul.

“We thank ADB for its continued
support for ASEAN+3 initiatives and
welcome its new focus on regional econo-
mic integration,” the ministers said in
a statement after the meeting, held on the
sidelines of the ADB Annual Meeting in
Istanbul.

The ASEAN+3 ministers agreed to
strengthen the CMI, under which there

are 16 bilateral swap arrangements total-
ing about $40 billion, into “a more effec-
tive and disciplined framework” by
• integrating the CMI with an enhanced

economic surveillance process for the
ASEAN+3 countries;

• adopting a collective activation and
decision-making process on the cur-
rent network of bilateral swap arrange-
ments within ASEAN+3, as a first
step toward multilateralization;

• increasing the size of the available
swaps by up to 100% while noting
exact size could be flexibly decided
by bilateral negotiations; and

• doubling the size of the swaps that
could be withdrawn without them
coming under an International Mon-
etary Fund program from 10% to 20%.
“Joint activation is one way to reduce

problems of bilateral swap arrangements,”
Mr. Kawai said. “The new arrangement is
a first step toward multilateralism, under
which all countries would pool resources.”

After the 1997 Asian financial crisis,
ADB has been supporting ASEAN+3
initiatives such as the ASEAN+3 Infor-
mal Policy Dialogue Process, CMI, the
Asian Bond Markets Initiative, and the
ASEAN+3 Research Group.

President Kuroda told the ASEAN+3
ministers meeting that ADB stands ready
to work with them and their governments
in whatever way it can in their regional
integration efforts. !
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remains one of the least integrated regions,
although it has been integrating.”

There are merits and demerits to co-
operative agreements between nations, he
said. “Forging closer links between Asian
nations by implementing appropriate in-
stitutional mechanisms can lead to sub-
stantial enhancement of national, regional,
and global productivity and output.”

The Governor for Denmark at ADB,
Ole Moesby, spoke on the European
experience, outlining the three key ingre-
dients to successful cooperation within the
European Union (EU). The first was the
presence of political will to integrate, he
said. The second was the creation of
supranational institutions, including a
council of ministers, a parliament, a com-
mission, a court of justice, and a central
bank.

Mr. Moesby explained that creation of
supranational institutions should not be
viewed as member states abandoning sov-
ereignty, but instead as exercising it in
common with adjacent countries pursuing
identical political objectives inside the
same social and economic framework.

The third key ingredient was the at-
tempts made to ensure that every mem-
ber state benefits from the integration
process, for example, with mechanisms to
transfer resources from the richer to poorer
regions in the EU.

Alternate Governor for Canada Alister
Smith affirmed that, in drawing lessons for
Asia from other regions, it needs to be rec-
ognized that “one size does not fit all.”

The European model of institution-
building and achieving common regulatory
standards is one of deep integration and
can be a long process, he said. The North
America Free Trade Agreement, given sov-
ereignty concerns and federal political
structures, has focused on reducing im-
pediments to trade, investment, and finan-
cial market linkages, and on creating
appropriate dispute settlement mecha-
nisms.

The Latin American Mersosur customs
union model falls between the North
American model, which is one of free
trade, and the European model of com-
mon market and currency, he said.

Mr. Smith noted that it is important
to achieve a balanced approach that pre-
serves national interests given the relative
weight of partners. !

Taking a Step Forward
On the sidelines of the Annual Meeting, ASEAN+3
ministers agreed on measures to strengthen financial
cooperation, edging them closer toward enhanced
Asian economic integration

The strengthening of the Chiang
Mai Initiative and the enhancement
of the ASEAN surveillance process
will boost the resilience and
economic growth of the region

““
Masahiro Kawai, ADB Economic Advisor
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The Missing Link
Credit rating agencies in emerging markets should
play a developmental role, especially in the early
stages of bond market development, a seminar is told

By Srinivasa Madhur
Principal Economist

A sia’s nascent domestic credit
rating industry needs to be
nurtured if the region wants
to develop deep and liquid

bond markets.
That was the message at a seminar on

The Role of Credit Rating Agencies in
Asia’s Emerging Bond Markets, held in
Istanbul.

The seminar, held on the second day
of the Asian Development Bank (ADB)’s
38th Annual Meeting, came barely a day
after the ASEAN+3 Finance Ministers

“Credit rating agencies play a crucial
role in this, as they help bring together
investors and issuers in the bond market,”
he added.

“The role of credit rating agencies in
bond market development is to provide
objective and independent opinions of
credit risk that are supported by widely
disseminated analyses and other credit
research through a simple symbol sys-
tem,” added Michael Petit, a Managing
Director from Standard & Poor’s.

Focusing on the Japanese and Korean
experience, Yasuhiro Harada, President
of the Rating and Investment Informa-
tion, a Japanese credit rating agency, ob-
served that alongside an institutional
framework, concerted efforts are required
to make issuers release correct informa-
tion and facilitate an unbiased and trust-
worthy credit rating industry. However,
he did not favor rigid regulations by the
regulatory authorities for achieving this
objective.

His view was echoed by Ramlah
Mahmood, Director of the Market Policy

announced they intend to develop a road
map of policy measures for the further
development of bond markets in the re-
gion under the auspices of their Asian
Bond Markets Initiative.

Except in a few countries, bond mar-
kets are relatively underdeveloped in Asia.
“Establishing the required financial infra-
structure and creating an enabling policy
environment for the development of vi-
brant bond markets are key challenges for
these countries,” said Goh Chye Boon,
Executive Director of the Market and
Business Conduct Department of the
Monetary Authority of Singapore, in his
opening remarks at the seminar.

ASSOCIATION OF FORMER EMPLOYEES OF ADB

16 Special Supplement

Members of the Association of Former Employees (AFE-ADB) attending the AFE-ADB’s 19th Annual General Meeting in Istanbul were
pleased to welcome ADB President Haruhiko Kuroda, who made time to address them during his busy schedule. The meeting was
attended by about 80 former employees, including former Presidents Masao Fujioka (President, AFE-ADB); Kimimasa Tarumizu; and
Tadao Chino. President Fujioka and M. Ikramullah Khan (Executive Secretary, AFE-ADB) also addressed the meeting, while reports
were given by Hans Springer (Insurance Coordinator, AFE-ADB); Victor The (Treasurer, AFE-ADB); and AFE-ADB Country Coordinators.
A cocktail party held by the AFE-ADB the previous evening was attended by about 120 participants.

AFE-ADB Welcomes New President

Ro
lli

e 
de

l R
os

ar
io

S E M I N A R S



17Special Supplement

and Development Division of Malaysia’s
Securities Commission. She highlighted
that in addition to the traditional role of
credit risk assessment, rating agencies in
emerging markets should play a develop-
mental role, especially in the early stages
of bond market development. “This un-
derscores the need for rating agencies to
collaborate with government and regula-
tors,” she added.

Based on the Indian experience,
Naresh Takkar, Joint Managing Director
of ICRA Limited, a domestic rating agency
in India, stressed the need for creating an
enabling environment for developing a vi-
able domestic rating industry. “Regulatory
and other measures should thus focus on
promoting transparency, enhancing inves-
tor awareness, liberalizing debt markets,
and ensuring independence of rating agen-
cies,” he added.

In his concluding remarks, Yoichi
Nemoto, Director of the Regional Finan-
cial Cooperation Division of Japan’s Min-
istry of Finance, made the point that
government as well as private sector ef-
forts in emerging Asia should focus on
nurturing the region’s nascent domestic
rating industry. !

CHARTING GROWTH
Rating agencies should
play a developmental
role, especially in the
early stages of bond
market development

Assets for Stability
Capital markets are a vital source of financial innovation
and opportunity, ADB Vice-President tells seminar

By Nicolas C. Llave
Senior SRP Investment Officer

A s the world becomes more in-
tegrated, capital markets are
playing a vital role in providing

liquidity and investment instruments as
well as in maintaining global financial
stability, Asian Development Bank (ADB)
Vice-President Khempheng Pholsena told
a seminar at the 38th Annual Meeting of
ADB’s Board of Governors in Istanbul.

“They are not only the markets where
debt and equity funds are bought and
sold, but also an essential source of
financial innovation and opportunities,”
Ms. Pholsena said. She was speaking at
a seminar on Capital Markets: What Does
the Future Hold?, held on the opening
day of the ADB Annual Meeting.

Ms. Pholsena said there is a contin-
ued abundance of global liquidity and
improved credit quality in mature and
emerging financial markets, including a
rapid growth of assets in Asia.

“Many of these assets have found
their way into global and regional capital
markets, as investors seek the best pros-
pects for returns,” she said.

However, she said that potential
disruptions to market performance
loom in the background. These include
stubbornly high oil prices and continued
global growth imbalances across indus-
trial countries, which increase the risks
of a disorderly adjustment of currency
and capital markets.

The seminar brought together four
prominent players in the asset manage-
ment industry who are collectively
responsible for managing more than
$1.5 trillion in stocks, bonds, and other
assets. They provided their insights on
what investors could expect from the
capital markets in the years to come.

“The Annual Meeting offered an
important opportunity to discuss the
challenges facing institutional investors,
and I was pleased to participate in what
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was a dynamic exchange of perspectives
and ideas with my fellow panelists and
the members,” said Laurence Fink, Chair
and CEO of BlackRock Inc., a New York-
based asset management company.

David Fisher, Chair of the Board of
Capital International Inc. and Capital
Guardian Trust based in Los Angeles, said
it is an attractive time for investing in
emerging markets even after four years
of outperformance. “Given their attrac-
tive growth rates, emerging markets will
continue to represent a larger share of
the global capital markets,” he said.

But Jeremy Grantham, Chair and Chief
Investment Officer (CIO) of Grantham
Mayo Van Otterloo, a Boston-based glo-
bal money manager, was more caution-
ary. In his presentation, Skating on Thin
Ice: Surviving in a World of Overpriced
Assets, Mr. Grantham looked at, among
others, inflated house prices in Australia,
United Kingdom, and United States (US),
and the increased role that housing price
increases have played in sustaining the
expansion of credit and consumption.

On the other hand, Bill Miller, Chair
and CIO of Legg Mason Capital Manage-
ment, a US equity manager based in
Baltimore, Maryland, said, “I have never
seen such angst amid such opportunity
as we see it right now.” Mr. Miller talked
about US investment in a global eco-
nomic context. He said that this year’s
decline in US stock prices was closely
correlated with the resumption of the
rise in the price of the world’s largest and
most important commodity—oil.

William Pesek, Jr., Asia-Pacific colum-
nist of Bloomberg News, moderated the
seminar. !

Emerging markets
will continue to represent
a larger share of the
global capital markets

““
David Fisher, Chair of the Board of Capital

International Inc. and Capital Guardian Trust
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The Government and people of Turkey proved
gracious hosts of ADB’s 38th Annual Meeting,
both in and out of the Conference Center
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