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On behalf of the Asian Development Bank (ADB), I wish to express our appreciation for the invitation to 
attend the 80th meeting of the Development Committee as an Observer. 
 
Regional Outlook 
 
The global crisis spread to developing Asia mainly through the collapse of demand for regional exports in 
major global markets. Imports too suffered steep declines, because a large share of regional trade is in 
parts and components, supporting supply chains. These events hit hardest the more open economies of 
East and Southeast Asia, in particular Hong Kong, the People's Republic of China, the Republic of Korea, 
Taipei,China, Malaysia, Singapore, and Thailand. These economies contracted significantly in the first 
half of 2009. 
 
Despite a notable slowdown in economic expansion compared to its potential, developing Asia is leading 
the recovery from the global downturn. Average growth this year in the region is now expected to come 
in at 3.9% and at 6.4% in 2010. The economic expansion has been underpinned by: (i) the fiscal and 
monetary stimuli that have been quickly provided by governments and central banks across the region; 
(ii) the relatively healthy state of its financial systems prior to the crisis; and (iii) the rapid turnaround in 
its larger economies. 
 
This resumption of growth took place amid a low to mild inflation environment across the region. 
Coming off from last year's peak, consumer prices in developing Asia are forecast to increase by just 
1.5% in 2009, down from the March projection of 2.4%. More robust growth is likely to push prices up 
more quickly in 2010, raising the forecast to 3.4%. Central bankers in the region should put a tight watch 
on monetary policies, however, so as not to encourage asset bubbles that would inflate prices to levels 
that are no longer justified by fundamentals. Slower growth in industrial countries has resulted in a 
weaker recovery in developing Asia’s exports. But imports appeared more sluggish as demand for 
intermediate goods waned. Overall, the region’s current account is expected to register a surplus of 5.0% 
of GDP in 2009. With developing Asian economies increasingly relying on domestic demand to boost 
growth, their current account surplus is projected to fall further to 4.3% of GDP in 2010. 
 
There are however divergences in the outlook across subregions and economies. East Asia is growing 
faster than expected, mainly on account of a robust rebound in the People's Republic of China and a 
shallower contraction in Korea. In both countries, fiscal stimulus packages have bolstered economic 
recovery. The prospects for several South Asian economies have improved too, including for India, 
whose economic expansion is expected to receive a further boost from the large fiscal stimulus program 
announced in its July 2009 budget. In Southeast Asia, the 2009 growth prospects for Indonesia and Viet 
Nam have improved, but are more than offset by the worsened outlook for the smaller and more open 
economies in the subregion. Central Asian economies have suffered on account of the deep downturn of 
the subregion's main trading partner, the Russian Federation, combined with lower commodity prices and 
weaker capital inflows. Finally, economic growth in the Pacific in 2009 is slightly downgraded, mainly 
because of falling incomes from tourism and remittances. 
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While there is general optimism about developing Asia's prospects, the regional outlook is cloaked in a 
veil of uncertainty. In particular, a protracted global slowdown will delay the region's full recovery. It is 
unlikely that the region can revert to its long-term growth potential without the support of a firm global 
rebound. The continued use of fiscal stimulus measures is also likely to be unsustainable, and may result 
in rapidly rising debt levels and inefficient allocation of resources. Nonetheless, fiscal and monetary 
policy measures must not be hastily withdrawn, as this may degrade the ongoing recovery. Pulling out the 
fiscal and monetary support before the recovery takes firm foothold may lead to a double-dip decline 
instead of the V-shaped rebound that is now expected from the region. 
 
In the longer term, the key challenge for developing Asia will be to enhance its resilience to external 
shocks. It can do so through policies aimed at broadening the scope and structure of the region's openness, 
namely by fostering intra-regional trade, managing financial globalization, and maximizing the benefits of 
labor mobility. It can do it through strengthening domestic consumption as well. Both the Asian financial 
crisis of 1997-98 and the current global economic crisis provide ample demonstration, respectively, of the 
risks from sudden reversals of foreign capital inflows and from over-reliance on extra-regional demand. 
At the same time, however, there can be no doubt that progressive openness and globalization have 
underpinned the region's growth and prosperity over the last six decades, which makes it imperative for 
policies to continue harnessing the benefits of openness also in the future. While it is paramount for 
developing Asia to maintain its policy of openness also towards the rest of the world, fostering trade 
within the region and expanding domestic demand will be necessary to reduce developing Asia’s reliance 
on exports demand from industrial countries. To achieve stronger intra-regional trade, developing Asia's 
economies will have to undergo a process of rebalancing.  
 
ADB's Response to the Crisis 
 
ADB proactively responded to the needs of its developing member countries (DMCs) affected by the 
global economic crisis, tailoring its assistance to countries’ specific needs and circumstances. ADB's 
assistance to combating the financial crisis has to date focused on (i) quickly disbursing budget support to 
help respond to the crisis; and (ii) providing support to public and private sector projects that help create 
demand, generate employment, strengthen social safety nets, and build private sector confidence.  
Increasing its lending assistance by more than $10 billion in 2009–2010, ADB's assistance for this period 
is now forecasted to exceed $32 billion.  
 
Resources to Confront the Crisis and Support Emerging Development Needs 
 
ADB's rapid response to the needs of its DMCs is owed to funds secured earlier to support both low-
income countries in need of accelerating growth and the pace of poverty reduction (through the 2008 $11 
billion tenth Asian Development Fund, ADF X, replenishment), as well as lower- to middle-income 
countries (through the recently approved fifth General Capital Increase, GCI V). On 29 April 2009, 
ADB’s Board of Governors agreed to increase ADB’s capital base by 200%. The increase allowed ADB 
to substantially enhance its support to countries affected by the global downturn, including an additional 
$10 billion from its ordinary capital resources (OCR) for crisis-related assistance. GCI V will further 
enable ADB to move its strategic directions forward and address the priorities of OCR borrowers in 
partnership with other development agencies and the private sector. 
 
ADB also established on 16 June 2009 a new, time-bound budget support instrument—the 
Countercyclical Support Facility—in the amount of $3 billion equivalent to provide effective 
countercyclical support to DMCs eligible for borrowing ordinary capital resources. This facility will help 
middle-income DMCs sustain critical development expenditures for fiscal stimulus to counter the adverse 
impacts of the global economic crisis during 2009–2010. The facility has been designed as a short-term 
lending instrument, and it will complement conventional program loans aimed at supporting structural 
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reforms over an extended period. Total requests from DMCs have exceeded the funds allocated under the 
facility. To date, ADB has approved assistance to four countries for $2 billion.  
 
For countries with no access to ordinary capital resources, ADB approved on 16 June 2009 the allocation 
of an additional $400 million ADF commitment authority to help these DMCs cope with the economic 
crisis. The additional commitment authority was released from the currency risk provisioning portion of 
the prudential minimum liquidity which was introduced as a new financial management framework for 
ADF resources in 2007. Additional ADF concessional resources – allocated according to performance-
based mechanisms - will be used for financing key development-related investments and other crisis 
response measures in low-income countries that are among the most fiscally constrained in responding to 
the economic crisis. In addition, ADF-eligible borrowers are allowed to front-load up to 100% of their 
2009–2010 biennial allocation during 2009 in response to the crisis. 
 
ADB also aims to substantially increase cofinancing for its projects in 2009–2010. Efforts are continuing 
to better utilize framework cofinancing agreements, collaborative arrangements, and credit enhancements. 
ADB is expected to deepen over the next 3 years its programmatic approach with major official donor and 
lending agencies to further improve predictability, including cofinancing.  
  
Supporting Private Sector Recovery 
 
As outlined in Strategy 2020, ADB believes that the private sector has a leading role to play in the region, 
more so now, in overcoming the current crisis and driving the next state of vigorous growth in the region. 
In addition to using its credit enhancement instruments to bring in private sector resources and generate 
business confidence, ADB expanded its Trade Finance Facilitation Program (TFFP) from $150 million to 
$1 billion until 2013. TFFP provides DMC issuing banks with ADB’s guarantees and risk participation 
facilities for their letters of credit, enhancing banks' abilities to offer importers and exporters access to 
financial services. The TFFP works in partnership with the private sector to provide capacity, liquidity 
and stability to the trade finance system. Access to trade finance in times of crisis is crucial (particularly 
for small and medium-sized enterprises) to cushion the impact of the global downturn on international 
trade. The TFFP also facilitates partnerships between international banks and DMC banks, underpinning 
the flow of capital from developed countries to developing countries and strengthening DMC banks. As 
of 15 July 2009, ADB’s exposure under the TFFP had grown to $191 million, and it is anticipated that the 
program will be fully ramped up to the $1 billion limit by the middle of 2010. 
 
Strengthening Regional Cooperation, Policy Advice and Knowledge Sharing 
 
ADB has been assisting to improve economic surveillance and crisis monitoring at the regional, 
subregional, and national levels. Working closely with ASEAN, ASEAN+3, South Asia Association for 
Regional Cooperation, and the East Asian Summit, ADB is helping to coordinate regional responses to 
the crisis. In May 2009, the ASEAN+3 Finance Ministers meeting agreed on the governing mechanism 
and implementation plan for multilateralizing the Chiang Mai Initiative which now pools foreign currency 
reserves in the order of $120 billion. To support decision making, the meeting also agreed to establish an 
independent regional surveillance unit to monitor and analyze regional economies. Moreover, ADB’s 
efforts to develop the Asian Bond Market Initiative are gaining momentum.  

 
In addition to its funding support, ADB has intensified policy guidance to its DMCs preparing them for 
emerging financial sector issues, assessing their vulnerability, and strengthening policy and regulatory 
frameworks through technical assistance. ADB and the ADB Institute (ADBI) have been facilitating 
expert discussions and exchanges of ideas among DMCs to generate appropriate policy responses to the 
crisis, and leveraging its development knowledge and resources to help its DMCs put poverty reduction 
back on track in the face of the global economic crisis. 
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Enhanced Institutional Relevance: Progress in Reforms 
 
Within the context of the new global development architecture and its commitment on aid effectiveness, 
ADB defined for itself an ambitious reform agenda to enhance its organizational effectiveness, and thus 
make ADB a more effective, dynamic, and results-driven catalyst for poverty reduction and prosperity in 
the region. To fulfill its commitments under the new long-term strategic framework called Strategy 2020, 
ADF X and GCI V, ADB has undertaken a number of initiatives relating to major operational changes, 
improving coherence of corporate policies and strategies, and increasing corporate responsiveness.  

 
In the face of new challenges, ADB has embarked on a series of operational reforms in the areas of 
climate change (including the establishment of an eminent persons Advisory Group on Climate Change 
and Sustainable Development), private sector development and knowledge management, which are three 
major drivers of Strategy 2020. Key policies are being revised accordingly. The first of these, ADB's 
Safeguards Policy Statement, was approved on 20 July 2009, strengthening ADB's commitment to social 
and environmental sustainability of its projects. It also commits ADB to assisting DMCs in developing 
their capacity to address environmental and social risks; to supporting the strengthening and use of 
country safeguard systems; and to increasing ADB oversight during project implementation.   

 
ADB is consolidating its managing for development results agenda through an action plan for 2009–2011. 
At the corporate level, ADB continues to regularly monitor performance using its corporate results 
framework, and review progress on actions committed. New initiatives will include the systematic 
production of country development effectiveness briefs as a key accountability report and pilot impact 
evaluation studies. Centralized assessment of ADB's portfolio has been enhanced through the 
establishment of a dedicated unit. Operations departments have also undertaken initiatives translating into 
marked improvements in the quality at entry of country strategy and program documents, as well as 
improved or sustained ratings for projects that are being designed and implemented. 

 
To achieve the immediate targets set for 2012 and advance towards those set for 2020, ADB is in the 
process of aligning its operations and correspondingly adjust its internal organization, staff strength, skills 
mix, and administrative resources. Aiming to improve efficiency and quality, ADB has embarked on a 
process of reform of its business processes, which should be completed in 2009. In addition, to further 
strengthen development effectiveness, ADB has undertaken several initiatives in 2009 to significantly 
enhance the role of resident missions and increase their staff strength over next three years. 

 
Lastly, the reorganizations that led to the formation of regional departments (2001) and the subsequent 
strengthening of resident missions (2002) and redefinition of the geographic coverage of some 
departments (2006) have proven effective in aligning ADB to better fulfill its mandate and increase 
responsiveness, as demonstrated by the rapid growth of operations since 2004. Coordination across ADB 
and among knowledge departments has been enhanced through mechanisms such as the communities of 
practice and technical assistance strategic forum. While the overall model will be maintained, a number of 
small-scale organizational realignments are receiving attention. Other activities already accomplished 
include the establishment of a new Office of Anticorruption and Integrity, upgrading of ADB's Risk 
Management Unit to a full Office and the establishment of an independent risk committee.  

 
Although efforts to date have yielded promising results, ADB remains committed to maintaining the 
momentum necessary to complete the reform agenda that it has set itself for the next three years. 
 


