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A. Background 

1. Trade has been recognized as an important tool for generating economic growth in 
developing countries, for fostering competitiveness and for integrating countries into the global 
market. Trade enhances a country’s access to goods, services, technologies and knowledge. 
Access to trade finance has underpinned much of the trade-oriented economic growth. In the 
1990s, much of the trade-oriented growth in Asia was confined to a small group of newly 
industrializing East Asian economies.  At that time, there was a need to support trade from the 
less-developed countries to ensure that the benefits of growth would be spread more widely.       
 
2. Absence of trade finance greatly impedes the ability of developing countries to fully 
participate in international trade. Even though the risk profile for trade finance is low, many 
international banks have been unwilling to provide trade finance facilities to banks in less-
developed countries. Access to trade finance in less developed countries is generally 
constrained—local banks tend to ask for very high collateral and cash requirements from their 
customers, making the terms of lending too expensive, or they are unable to get their letters of 
credit endorsed by international banks for a variety of reasons, such as they are unrated, their 
customers are unrated, transactions are too small, or the perception of risk is too high. 
 
3. To help address this gap, in 2003 the Asian Development Bank (ADB) approved the 
$150 million Trade Finance Facilitation Program (TFFP or TFP). The TFP was designed to 
support international trade in the Asian-Pacific region by enhancing the capacity of issuing 
banks to provide trade finance services to their private sector clients. The program was 
comprised of (i) a direct partial credit guarantee (PCG) facility to guarantee payment of trade 
credits issued by local banks in developing member countries (DMCs) to participating 
international and regional banks, (ii) a partial credit guarantee facility through a risk-sharing 
arrangement (RSA) with another international financial institution for operations in the Central 
Asian Republics where their activities overlap, and (iii) a revolving credit (RC) facility to provide 
short term loans to local banks that were receiving support under the PCG or RSA facilities, all 
without government guarantee.  
 
4. The global financial crisis in 2008 led to a severe downturn in economic activity in many 
countries, and triggered a sudden reversal in capital flows to ADB’s DMCs. Due to increased 
risk perceptions about the DMC banks as a result of the crisis, their trade credit lines from 
international banks were sharply reduced. Moreover, maintaining access to trade finance in 
times of the crisis was crucial to cushioning the shock of the global downturn in international 
trade and financial flows. Also, lower income segments of the population in DMCs that were 
employed by small and medium sized enterprises (SMEs) who depended on importing and/or 
exporting businesses were adversely affected due to loss of employment. In response to the 
global financial crisis, in 2009, ADB approved a major change in scope for the TFP program 
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which allowed for; (i) an extension of the term of operation of the program to December 2013, 
(ii) an increase in the overall exposure limit for the program from $150 million to $1 billion and 
(iii) an increase in the maximum tenor of loans and guarantees under the program from 2 to 3 
years.   In the face of strong demand from the DMC’s for ADB’s trade finance facility, in 2012, 
ADB approved another major change to the TFP program to: (i) extend the program beyond its 
current expiration date of December 2013, subject to reviews by the ADB Board at intervals of 
no more than 3 years, and (ii) expand the currency denominations in which ADB financing may 
be transacted under the program to include the People’s Republic of China Renminbi and the 
Indian Rupee.   
 
5. The TFP program supports two of the five core ADB areas of Strategy 2020: (i) regional 
cooperation and integration and (ii) financial sector development.  The program also contributes 
to two of Strategy 2020’s five drivers of change: (i) private sector development and private 
sector operations and (ii) partnerships. The TFP has established partnerships with numerous 
banks, insurance company and development partners. The program also supports two pillars of 
ADB’s regional cooperation and integration strategy: (i) trade and investment cooperation and 
integration and (ii) monetary and financial cooperation and integration.   
 
B. TFP Program Highlights 

6. The TFP program objectives are to fill persistent market gaps and make it as redundant 
as possible by ‘crowding in’ the private sector. Specifically, TFP objectives are to (i) increase 
trade, (ii) support SMEs, (iii) enhance intraregional trade and DMC-DMC trade, (iv) rapidly and 
effectively respond in the event of natural, political, and economic crises, and (v) strengthen the 
banking system.   
 
7. The program’s regional capacity building technical assistance (TA) was expected to 
improve the ability of DMCs and DMC banks to attract trade finance lines, including from 
international banks and from the IFIs. The TA was to undertake financial analysis and due 
diligence in the field on DMC banks to (i) determine the financial and technical capacity of DMC 
banks to obtain trade finance credit lines and (ii) identify gaps in the capacity of DMC banks to 
obtain such credit lines and obstacles to expanding their trade finance support for DMC 
companies, including SMEs. The TA was then to identify ways of addressing capacity gaps 
identified in the DMC banks.   

 
8. The bulk of ADB’s trade support was through the provision of the credit guarantee 
facility. The number and volume of transactions supporting the less developed Group-A 
countries has declined since 2008. Why this has occurred will be investigated during the 
evaluation. As of 2012, the average tenor of ADB support to trade transactions was about 3.5 
months. This will be compared to the average tenor available in the market, as one indicator of 
ADB’s added value. As of 2012, about 82% of ADB trade supported trade transactions were 
classified as supporting SMEs. Trade transaction support amounts of less than $1 million are 
deemed to support SME companies. It is quite possible, however, that larger companies might 
avail of trade support for transactions of under $1 million. Whether or not the TFP program 
appropriately supports SMEs will be assessed during the evaluation. 
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C. Objectives and Scope of the Special Evaluation Study 

9. Objective and Scope of Evaluation. The special evaluation study (SES) will assess 
ADB’s trade finance activities including the related TFP technical assistance programs since the 
initial approval of the program in 2003 to end of 2013. The evaluation will assess the 
performance of the Trade Finance Program relative to the objectives set for that program.  This 
will be broken down into assessments of the program’s relevance, investment profitability, 
ADB’s additionality, effectiveness and work quality. Special attention will be given to TFP’s 
effects on trade finance volumes and trade activities, its contributions to the development of the 
trade finance markets in the countries it operates in, its responsiveness to client needs including 
the extent of utilization of its products (i.e., credit guarantees, risk participation agreements, and 
the revolving credit facility), the quality of its due diligence process, TFP’s cost effectiveness, 
and the exit strategy for the program. Based on this assessment, the SES will derive operational 
lessons and recommendations to inform future operations.   
 
10. Evaluation Approach: Main Criteria and Lines for Inquiry of the Study. The main 
criteria for the evaluation will be Relevance and ADB Additionality, Effectiveness Results (in 
meeting program objectives), Efficiency and ADB work quality.  
 
11. Some of the key issues to be examined for each of the criteria are discussed below.  
Appendix 1 provides a detailed evaluation framework. 
 

1. Relevance and ADB Additionality  

12. The relevance evaluation will assess the extent to which ADB is addressing trade 
finance market failures and gaps through the TFP in DMC countries.  It would also assess the 
role of TFP in addressing structural issues in trade finance vs. the role of TFP as a crisis 
response instrument.  Is the TFP addressing key sectors within DMC economies and is the TFP 
aligned with ADB’s overall mission?   
 
13. The ADB Additionality evaluation will assess whether ADB added value to DMCs 
including whether the TFP was able to leverage commercial bank financing, was ADB able to 
help improve the capacity of DMC issuing banks to provide trade finance services thereby 
improving the banking system, and did ADB enable DMC issuing banks to expand their network 
of international confirming banks?  
 

2. Effectiveness Results  

14. The effectiveness evaluation will assess whether the TFP had any effect on trade 
finance volumes and trade activities in participating banks and in the participating DMCs, if the 
TFP benefitted under-served markets, and if the TFP achieved its objective of supporting SMEs.  
The assessment will study if many DMC banks have successfully exited the program.  The 
effectiveness assessment will also look into the effects the TFP has had on intraregional trade. 
 

3. Efficiency  

15. The assessment of efficiency will study whether the TFP has been well utilized and if all 
of the TFP sub-products been equally well utilized and what are the financial costs and returns 
of TFP to ADB and compare it benchmarks.   
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4. ADB Work quality  

16. The assessment of ADB work quality will include evaluation of ADB’s TFP credit and 
operational approval processes and comparing it to international standards, did ADB respond 
quickly and effectively to client requests, and whether ADB’s TFP products and services have 
evolved with market needs.     
 
D. Study Methodology 

17. The evaluation study will be based on a combination of a desk review of ADB files, 
focused interviews with key stakeholders, surveys of issuing and confirming banks, and case 
studies prepared in three countries that participated actively in the program.  Specific steps 
include: 

(i) Desk review of all ADB approval documents, change of scope documents, 
guarantee documents and monitoring and review reports for the TFP program. 

(ii) Literature review to identify the current status of trade finance in Asian DMCs, 
major constraints, factors affecting trade finance, gaps in funding and forward 
solutions to address gaps.  The literature review will also analyze market failures, 
trade finance regulations in different countries and contrast the nature of trade 
finance before and after the crisis.   

(iii) Meetings and discussions with Private Sector Operations Department (PSOD) 
trade finance group. 

(iv) Surveys will be prepared for issuing and confirming banks. The evaluation will 
organize and conduct the surveys for all confirming and issuing banks 
participating in the TFP program in all DMCs.  The study will include analysis of 
the survey results.  A survey firm will be engaged to conduct the surveys.   

(v) Country case studies will be conducted to cover the main areas of operations 
and geographic regions in which the TFP operates. Country case studies in three 
countries—Sri Lanka, Viet Nam and Bangladesh will be undertaken to 
understand the broader effects of TFP in ADB’s DMCs, to better assess trade 
finance risks, and to understand the factors that have influenced access to trade 
finance for less served markets.  The country case studies will also try to 
understand how ADB has enhanced the capacity of issuing banks in trade 
finance, study TFP’s effects on expanding international bank networks of issuing 
banks, and assess the effect of global finance crisis on the issuing bank’s trade 
finance business.  To the extent possible, the case study will also include 
meetings with banks not served by ADB’s TFP to compare and contrast ADB’s 
value addition.  In each case study country, the evaluation team will attempt to 
meet with a sample of issuing and confirming banks, other trade finance 
providers including development partners, Chambers of Commerce and the 
Central Bank. 

(vi) A review will be prepared of the PSOD TFP processes. These will be 
benchmarked against market standards, and an analysis of TFP profitability will 
be made.  The evaluation will also look into the data that has been collected and 
reported for the performance indicators for outputs, outcome and impacts.   

(vii) The evaluation team will meet with Controllers and Treasury department staff to 
study capital allocations, trade bookings and approval procedures.   
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E. Previous Trade Finance Evaluation findings 

18. IED’s Real time evaluation of ADB’s response to the Global Economic Crisis of 2008–
2009 assessed the TFP to be an appropriate crisis-response tool, particularly for smaller DMCs 
that rely on foreign trade and are more vulnerable to crisis. The study noted that the TFP could 
strengthen the banking sector in weaker DMCs, and fill persistent gaps in markets by helping 
smaller DMCs access trade finance. The study also noted that the TFP’s actual performance in 
this regard will have to be assessed in greater depth. 
 
19. The World Bank group’s IEG did a recent evaluation (2013) of International Finance 
Corporation’s Global Trade Finance Program (GTFP). The evaluation noted the GTFP to be 
relevant response to demand for trade finance risk mitigation in emerging markets, although it 
noted that the faster recent expansion in lower-risk countries needs closer attention. The 
evaluation found the GTFP has been effective in helping expand the supply of trade finance by 
mitigating risks; however it noted that the program had little effect on local bank’s risk appetite 
among its clients.  The evaluation found the GTFP to be not as profitable as originally expected.   
 
F. Resource Requirements, Schedule, Quality Review and Dissemination 

20. An Independent Evaluation Department (IED) team comprising - Team Leader for the 
SES TFP, Nathan Subramaniam and Team members for the study, Marco Gatti, Noel Gamo, 
and Irene Garganta will work on the proposed SES.  
 
21. The approach paper for the SES was reviewed by an external reviewer. For the SES 
TFP report, there will be an internal peer reviewer and an external peer reviewer. The SES TFP 
report will also be subject to IED management and ADB interdepartmental review. 
 
22. A redacted version of the evaluation approach paper and the final report will be made 
available to the public upon IED Director General approval.  In addition to the evaluation report, 
a summary of key findings and lessons in the form of a learning curves paper will be prepared 
and disseminated via IED’s web site.    

 
G. Limitations 

23. The implementation of the surveys and country case studies will depend on the 
cooperation and responsiveness of ADB TFP clients. This SES will undertake surveys of issuing 
and confirming banks to elicit their views on the relevance, efficiency, and effectiveness of the 
trade finance program. It is possible that only a subset of the issuing and confirming banks will 
respond to the survey and some may not be able to provide responses to all the survey 
questions. Also, key information such as pricing levels of competing products in various markets 
may not be readily available. The extent to which the evaluation team will have access to 
issuing and confirming banks, and other non-participating banks in various countries may vary.  
There is a risk that non-responsiveness of these banks could reduce the extent to which SES 
findings may be generalized.    
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EVALUATION FRAMEWORK 
 

Evaluation 
Criteria 

Evaluation Question Evaluation 
Activities 

Data Sources 

Relevance and 
ADB Additionality 

How did ADB’s TFP address 
market failures and trade 
financing gaps in different 
countries and regions? What 
sectors and types of 
companies in DMC 
economies benefited from 
ADB’s TFP activities? Role of 
TFP in addressing structural 
issues in trade finance vs. the 
role of TFP as a crisis 
response instrument?  How is 
the TFP aligned with ADB’s 
overall mission? 

Analysis of key 
factors affecting 
trade finance in 
different regions and 
understanding the 
competitive 
landscape for trade 
finance in DMCs;  
Desk review of 
project documents; 
Country case 
studies and 
structured 
interviews. 

Trade finance 
literature review 
and review of ADB 
program 
documents.  
Feedback from 
country case study 
interviews and bank 
surveys. 

 Did the TFP leverage 
commercial bank financing?  
Did ADB help improve the 
capacity of DMC issuing 
banks to provide trade 
finance services and did TFP 
enhance the reputation of 
participating DMC banks? Did 
ADB enable DMC issuing 
banks to expand their 
network of international 
confirming banks?  Did the 
TFP crowd out private 
providers of trade finance by 
pricing below the market? 
ADB’s contributions in setting 
up the trade credit register. 

Desk review of 
project documents; 
Country case 
studies and 
structured 
interviews, and bank 
surveys. 

ADB TFP data 
sources; feedback 
from country case 
study interviews; 
issuing and 
confirming bank 
surveys in all 
DMCs; and 
meetings with 
PSOD TFP staff. 

Effectiveness 
Results 

Did TFP have an effect on 
trade finance volumes and 
trade activities in participating 
banks and in the DMCs? Did 
the TFP benefit under-served 
markets and what is the 
extent of TFP’s reach in 
ADB’s least developed 
member countries?  Did the 
TFP benefit smaller issuing 
banks in DMCs?  Did the TFP 
achieve its objective of 
supporting SMEs? – did the 
TFP influence the SME 
portfolio of issuing banks and 
how did ADB direct TFP 
support to SMEs and was it 
appropriate ($1 million or less 
transaction amount as proxy 
for SME support)? Did the 

Desk review of 
project documents; 
Country case 
studies and 
structured 
interviews; 
confirming and 
issuing bank 
surveys in all DMCs; 
and review of DMF 
and TFP monitoring 
reports. 

ADB TFP data 
sources; project 
documents; 
feedback from 
country case study 
interviews; 
issuing/confirming 
bank surveys in all 
DMCs; interviews 
with Chamber of 
Commerce and 
Central Banks in 
DMCs; discussions 
with other MDBs; 
and meetings with 
PSOD TFP staff. 
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Evaluation 
Criteria 

Evaluation Question Evaluation 
Activities 

Data Sources 

TFP influence the tenor of 
trade finance in DMC’s? Have 
many DMC banks 
successfully exited the TFP 
program?  Did the TFP have 
any effects on intraregional 
trade? Did the TFP help open 
new markets for PSOD 
interventions? 

Efficiency Has the overall TFP been 
well utilized and have all of 
the TFP sub-products been 
equally well utilized? What 
are the financial costs and 
returns to ADB of TFP?  If 
possible, we will examine 
how this compares to market 
benchmarks? What are the 
capital usage and risk 
implications of TFP?  

Cost and return 
analysis of TFP 
operations. 

ADB TFP data 
sources; project 
documents; data 
from other MDBs; 
meetings with ADB 
Treasury and 
Controllers; and 
meetings with 
PSOD TFP staff. 

ADB Work Quality How does ADB’s TFP credit 
and operational approval 
processes compare to other 
benchmarks?  Are there any 
gaps or changes required? In 
terms of TFP processing 
times, does ADB respond 
quickly and effectively to 
client requests? Has ADB’s 
TFP product evolved as 
market needs have changed? 
Are adequate monitoring and 
reporting procedures in place 
for TFP and do these require 
improvement in any way?    

Review of TFP 
credit and 
operational approval 
processes and 
comparing to 
benchmarks; and 
review of TFP 
monitoring reports. 

ADB TFP data 
sources; project 
documents; data 
from other MDBs; 
meetings with ADB 
Treasury and 
Controllers; and 
meetings with 
PSOD TFP staff. 

ADB = Asian Development Bank, TFP = Trade Finance Program, DMC = Developing Member Country, DMF = Design and Monitoring Framework, PSOD 
= Private Sector Operations Department, SME = Small and Medium Enterprises, MDB = Multilateral Development Bank. 

 
 
 


