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On behalf of the Asian Development Bank (ADB), I wish to express our appreciation for the invitation to 
attend the 85th meeting of the Development Committee. I would like to take this opportunity to share with 
you the latest economic outlook of Asia and the Pacific region. In addition, I will highlight two other 
issues on which we wish to have more active collaboration with our development partners – engaging the 
private sector, and south-south cooperation. Finally, I will provide a brief update on the Asian 
Development Fund replenishment. 
 
A.        Economic Outlook 
 
After decades of high growth, developing Asia is gradually adjusting toward a more sustainable long-run 
growth path. The region’s GDP growth is expected to ease to 6.9% in 2012, from 7.2% in 2011, before 
bouncing back to 7.3% in 2013.  These growth projections are still strong compared with other regions of 
the world. The strong domestic demand that shored up growth in 2011 will need to continue, given the 
relatively weak export demand expected from the major industrial economies. Collectively, the United 
States, Eurozone, and Japan are expected to expand by only 1.1% in 2012 and 1.7% in 2013.  

 
Continued uncertainties in the Eurozone present the greatest risk to the global outlook. In the absence of 
any sudden shocks, the effects on developing Asia’s financial stability and trade flows can be managed. 
However, if the situation in the Eurozone worsens to the extent of undermining global recovery, 
developing Asia’s policy makers need to be prepared to act quickly.  Fiscal policy must balance the 
pursuit of long-term macroeconomic stability with support to growth momentum. Debt-to-GDP ratios in 
the region spiked due to the fiscal response to the global crisis, but they are now trending downward.  

 
Inflation in developing Asia is forecast to slow to 4.6% in 2012 and 4.4% in 2013. However, continued 
instability in oil exporting countries could lead to another round of temporary price spikes, which would 
fan the embers of inflation. Volatile capital flows remain a concern as investors shift their risk perception 
in response to the changing global environment.  

 
Developing Asia has made great strides in raising living standards and reducing poverty, but swelling 
income disparities threaten to undermine that success. Policy makers need to ensure the benefits of 
growth are widely shared by putting in place efficient fiscal measures, promoting regional balance, and 
making growth more employment friendly.  
 
B.        Engagement with Private Sector 
 
We at ADB recognize the critical role played by both the private and public sector in pursuing inclusive 
economic growth, environmentally sustainable growth, and regional integration – our three strategic 
agendas for developing Asia and the Pacific. Employment generation, investments in infrastructure and 
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the provision of social services continue to be a priority among governments in the region, who appreciate 
the positive role the private sector can play in this regard.  

 
We are working with governments to identify key impediments to private sector investment and to 
improve the investment climate. In addition, we engage directly with the private sector on terms that 
remain unambiguous. We lend at market rates to avoid “crowding out” other financiers, align our 
investments with ADB safeguard policies where ADB’s value addition is clear, and support projects that 
demonstrate commercial viability and draw in other investors. These terms, as well as the work being 
done through ADB’s public sector, echo the common principles for engagement with the private sector 
being considered for endorsement by MDBs, namely: additionality, crowding in, commercial 
sustainability, reinforcing markets, and promoting high standards.  

 
We currently use an array of lending, equity, and risk mitigation instruments to support private 
investment and to leverage funds from commercial banks and other partners. Increasingly, technical 
assistance funds are being used to build the financial management and risk assessment capabilities of 
commercial banks and to help them diversify their product offerings to suit client needs.  

 
C.        South-South Cooperation 

 
Sharing development knowledge and expertise through south-south cooperation can lead to relevant and 
effective solutions to common development challenges, both within and across regions. Developing 
countries have accumulated effective development practices, and achieved substantial results in various 
domains. But south-south cooperation remains largely an uncharted course, with enormous potential for 
further exploration.  

 
South-south cooperation and partnerships work because they provide opportunities for developing 
countries to jointly find solutions to common problems.  Countries with political and economic 
similarities, regardless of their location or level of development, can foster understanding and trust; and 
their shared desire to grow and to reduce poverty can provide a solid foundation for cooperation.  An 
example within the Asia and Pacific region is the Greater Mekong Subregional Economic Cooperation 
Program covering six countries: Cambodia, People’s Republic of China, Lao People's Democratic 
Republic, Myanmar, Thailand and Viet Nam. This ADB-supported program has enhanced economic 
relations among these countries through enhanced connectivity, competitiveness, and a sense of 
community. We believe the same cooperative approaches can also be forged among various regions of the 
world.  

 
Regional development banks can add value to such cooperation through our unique roles and regional 
perspectives.  South-south cooperation has to be a southern-led initiative and follow a country specific 
approach.  With more than 48 developing member countries in developing Asia and the Pacific, ADB is 
well-positioned to be a regional connector in facilitating the knowledge sharing between Asia and the 
other regions.  In this context, we will work closely with other regional development banks to facilitate 
knowledge exchange and sharing.  A new technical assistance project for promoting south-south 
cooperation, approved in late 2011, will support the deepening of cooperation between our member 
developing countries and those of other regions. 

 
D.        The Latest on Asian Development Fund Replenishment  

 
Lastly, let me say a word about the Asian Development Fund, or ADF. The ADF is a major instrument of 
concessional financing that has supported equitable and sustainable development in the region since 1973. 
Funded by donors, the ADF offers low-cost loans and grants to help reduce poverty in ADB's poorest 
borrowing countries.  



 

 3

 
We are currently negotiating the 10th replenishment, bringing us to ADF XI. The final meeting on the 
negotiations was held on 7-9 March 2012 at ADB Headquarters. Clearly, the replenishment is taking 
place in a difficult international economic context, which has left many countries with a substantially 
weaker fiscal and external position. Nevertheless, the ADF XI as a whole is expected to exceed $11.3 
billion equivalent achieved for ADF X. I am gratified to know that donors recognize the tremendous 
poverty challenges facing the 28 ADB developing member countries eligible to access ADF financing 
Donors acknowledged ADB’s strong track record in effectively and efficiently delivering assistance to the 
above countries, and expressed confidence in ADB’s commitment to consolidate and deepen its reforms 
to further improve its development effectiveness. The 28 ADF countries exclude Azerbaijan, India and 
Myanmar, which are eligible for ADF assistance under ADB’s Graduation Policy but currently do not 
have access to the ADF.  

 
ADB’s key mandate under ADF XI is to reduce poverty in the Asia-Pacific region through our three 
complementary development agendas of inclusive economic growth, environmentally sustainable growth, 
and regional integration.  ADF XI will also mainstream Strategy 2020’s five core areas of operations, 
namely: infrastructure, environment, regional cooperation and integration, finance sector development, 
and education. 

 
This replenishment will significantly support ADF countries in their efforts to reduce poverty, achieve the 
millennium development goals, and address other development challenges. The proposed priorities for 
ADF XI were endorsed with special considerations given to gender, fragile and conflict affected 
situations, and food security, among others. While the donors appreciated ADB’s substantial efforts on 
internal reforms and the results achieved to date, they underscored the need for ADB to continue its 
reform and transformation process in order to maximize the development impact of valuable contributions 
to the ADF. We remain fully committed to such efforts. 

 
Once again, thank you for the opportunity to join you today. We look forward to continuing to build 
strong partnerships for development in Asia and the Pacific. 

 
 


