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KEY FINANCIAL DATA

Following are key financial data relating toADB’s ordinary
capital resources:

Years Ended 31 December

1995 1996 1997 1998 1999

Cash (unrestricted) and investments 6,090 6,367 7,064 8,086 8,208

Effective loans:
Disbursed and outstanding 17,530 16,109 18,839 24,760 28,344
Undisbursed  10,362 11,329 13,108 11,658 11,674

Total borrowings outstanding  14,636 13,697 17,542 23,780 26,269

Capital and reserves:
Paid-in capital, reserves, and

accumulated net income
and other comprehensive
income 9,272 9,666 9,302 10,063 10,563

Callable capital 39,643 45,896 43,147 45,042 44,249

Net income 660 572 468 467 450

Cash (unrestricted) and investments
as a percentage of borrowings
outstanding 41.61 % 46.48 % 40.27 % 34.00 % 31.25 %

Average cost (after swaps) of:
Borrowings contracted

during period 1/ 4.32 % 5.92 % 6.58 % 4.70 % 5.62 %

Borrowings outstanding
during period 5.96 5.95 5.94 5.92 5.61

Total borrowings outstanding
and other funds available
during period 4.14 3.87 3.77 4.20 4.26

Average interest rate on disbursed
and outstanding loans 6.85 % 6.53 % 6.49 % 6.42 % 6.05 %

Commitment charge on
undisbursed loans 0.75 % 0.75 % 0.75 % 0.75 % 0.75 %

Net income as a percentage of
average earning assets 2.75 % 2.47 % 2.07 % 1.63 % 1.31 %

Return on:
Average investments 6.86 % 5.59 % 5.24 % 5.27 % 3.93 %
Average earning assets 7.24 6.73 6.36 6.35 5.90

Average life of (years):
Total long-term borrowings outstanding 6.51 5.89 6.36 7.41 6.58
Effective loans 10.40 10.85 10.52 9.33 9.78

Interest coverage ratio 1.70 1.66 1.55 1.39 1.31

1/ Cost of fixed rate long-term liabilities.

(amounts in $ million)
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INTRODUCTION

The Asian Development Bank was established in 1966 to
help accelerate economic development in the Asian and
Pacific region by providing financial and technical assistance
for projects that will contribute to economic development. Its
structure and functions are broadly similar to those of the
World Bank.

Ownership

As of 31 December 1999, ADB was owned by 58 members:
20 were Organization for Economic Co-operation and
Development (OECD) members and 38 were developing
nations in the Asia-Pacific region.  The two largest
shareholders, as of 31 December 1999, were Japan and the
United States, having subscribed 15.9 percent each of the
total.  European member countries had together subscribed to
15.1 percent;  Australia, Republic of Korea, and New Zealand
have together subscribed to 12.6 percent; and Canada to 5.3
percent.  The OECD members own 65.0 percent of the shares
of ADB and provide 63.7 percent of its professional staff.

Members with investment-grade and higher debt ratings
account for about 72.5 percent of ADB's callable capital.
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SHAREHOLDINGS
(as of 31 December 1999)

(percent)

OECD Members Developing  Members

Japan 15.9 China, People’s Rep. of 6.6
United States 15.9 India 6.5
Australia 5.9 Indonesia 5.6
Canada 5.3 Malaysia 2.8
Korea, Rep. of 5.1 Philippines 2.4
Germany 4.4 Pakistan 2.2
France 2.4 Thailand 1.4
United Kingdom 2.1 Other regional 7.5
Italy 1.9
New Zealand 1.6
Other nonregional 4.5

Total 65.0 35.0

Location

ADB is headquartered in Manila and has 10 resident missions
located in Bangladesh, Cambodia, India, Indonesia, Kazakhstan,
Nepal,  Pakistan, Sri Lanka, Uzbekistan, and Viet Nam; a regional
office in Vanuatu; and three representative offices located in
Washington, D.C., USA for North America, Frankfurt, Germany
for Europe and Tokyo, Japan for Japan.  ADB is governed by the
Agreement Establishing the Asian Development Bank (the
Charter), which has the force of law in each of ADB's 58 member
countries.  Under the Charter, and in accordance with a
Headquarters Agreement with the Republic of the Philippines,
ADB's financial transactions are not subject to Philippine laws,
taxes, foreign exchange regulations, or other controls.
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Ordinary Capital Resources and Special Funds

In making loans, ADB provides funds from either its ordinary
capital resources (OCR), which are the main subject of this
brochure, or Special Funds.

ADB finances its OCR lending operations through
borrowings, paid-in capital, retained earnings, and loan
repayments.  Special Funds are primarily contributed funds from
member countries which are provided in turn by ADB on
concessional terms to ADB's lesser developed member countries.
Special Funds are completely segregated from ADB's ordinary
operations.  Unless otherwise stated, all references in this brochure
refer to ADB's OCR operations.

Financial Operations

ADB adheres to prudent borrowing and lending practices.
It maintains adequate levels of net income, liquidity, and reserves;
continuously monitors the creditworthiness of its borrowers;
and requires thorough technical, financial, and economic
justifications for all projects for which loans are provided. ADB,
in accordance with its Charter, restricts its loans, equity
investments, and guarantees to an amount not more than its
paid-in and callable capital plus its ordinary reserve and surplus.

Organization

All powers of ADB are vested in the Board of Governors,
which consists of one Governor and one Alternate appointed by
each member. Governors meet at least once a year.

ADB has a resident Board of Directors at its headquarters
made up of 12 members elected by the Governors.  The Board
provides policy guidance for ADB's general operations. It also
considers and approves all loans, guarantees, equity investments,
and technical assistance grants exceeding $1,000,000 as well as
ADB's annual borrowing program.

Introduction
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The day-to-day operations of ADB are conducted by the
President, who is also Chairman of the Board of Directors, and
three Vice-Presidents.  ADB's management is supported by staff
drawn from 43 countries.  There are 684 professional and 1,288
supporting staff.

Immunity from Judicial Proceedings

ADB is immune from every form of legal process, unless it
chooses to waive such immunity, except in relation to borrowings;
guarantees; and the purchase, sale, or underwriting of securities,
in which cases action may be brought against ADB in a court of
competent jurisdiction.

Tax Status of ADB

ADB Charter states that ADB, its assets, property, income,
and operations and transactions are exempt from all taxation
and from all customs duties. ADB is also exempt from any
obligation for the payment, withholding, or collection of any tax
or duty.

Tax Status of Obligations and Securities of ADB

Under the Charter, no member may impose any tax on ADB's
obligations (i) if such tax discriminates against such obligations
solely because they are issued by ADB; or (ii) if the sole
jurisdictional basis for such tax is the place or currency in which
the obligations are issued, made payable, or paid, or the location
of any office or place of business maintained by ADB.  ADB is not
under any obligation to withhold or pay any tax on its borrowings.
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Triple-A Rating

ADB bonds are rated Triple-A by Moody’s, Standard &
Poor’s, and the Japan Credit Rating Agency.  The Triple-A rating
reflects ADB's conservative lending guidelines, strong
membership support, "preferred creditor status" with its
borrowers,  and conservative statutory limits and financial
policies.

Introduction
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CAPITAL STRUCTURE

The capital structure of ADB is fundamental to its strength.
As of 31 December 1999, the authorized capital of ADB was
$47,944.6 million, of which $47,596.8 million had been
subscribed by members.  The subscribed capital is composed of
paid-in and callable capital.  ADB's equity is made up of paid-
up capital and accumulated earnings (reserves) amounting to
$10,563.2 million at 31 December 1999.

The relationship between borrowings and callable capital
and the relationship between loans and subscribed capital
underline the conservative policies followed by ADB in its
financial operations.

Relationship Between Borrowings
and Callable Capital

The paid-in portion of ADB's subscribed capital is
available for disbursement of OCR loans as part of ADB's
ordinary operations.  Callable capital is available for the
protection of ADB's creditors such as bondholders and other
lenders and can be called only if required to meet its obligations
in relation to its borrowings or to cover any guarantees
outstanding.  ADB's outstanding debt and guarantees cannot
exceed its callable capital. As of 31 December 1999, total
callable capital amounted to $44,249.2 million, compared
with ADB's outstanding debt of $26,269.3 million and
outstanding guarantees of $367.9 million — a cover of 1.66
times.

Total Borrowing Limitation

Currently, ADB's policy is not to enter into any new
borrowing or guarantee chargeable to its ordinary capital
resources if such borrowing or guarantee, when added to
outstanding borrowings and guarantees, would exceed 95
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Capital Structure

percent of the amount of the callable capital stock subscribed by
members whose currencies are deemed convertible by ADB.  As
of 31 December 1999, total outstanding borrowings and
guarantees of ADB represented 67.6 percent of such callable
capital.

Relationship Between Loans and
Subscribed Capital

OCR loans, equity investments, and guarantees are limited
to the level of ADB's unimpaired subscribed capital, ordinary
reserve, and surplus, or a one-to-one ratio of loans to capital.

As of 31 December 1999, loans disbursed and outstanding
plus undisbursed commitments, equity investments, and
guarantees totalled $42,393.3 million compared with unimpaired
subscribed capital, ordinary reserve, and surplus of $54,791.2
million — a loans to capital ratio of 0.77 to 1.

Mechanism for Calling the Callable Capital

While ADB does not foresee an event that might require a
call on its callable capital, all member countries (including
those whose currencies are nonconvertible) would be required
to meet any call on a uniform percentage basis.  Failure by one
or more members to honor this obligation would not relieve any
other member from its obligation to meet a call.  If the amounts
received on such a call were insufficient to meet ADB's
obligations, ADB is authorized to issue further calls until it has
the necessary funds to satisfy its obligations fully, up to the full
amount of each subscription to callable capital.
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The following table summarizes the resources backing ADB's
obligations:

Resources Backing ADB's Obligations
(as of 31 December 1999)

(amounts in $ million)

Percent of
Outstanding

Resources Amount Borrowings
($26,269)

Cash (unrestricted) and investments 8,208 31
Callable capital of members with

convertible currencies 39,411 150
Callable capital of other members 4,838 18
Total callable capital 44,249 168
Outstanding loans 28,344 108

T o t a l 80,801 307

Development of ADB's Capitalization

The table on page 9 summarizes ADB's capitalization
for recent years.
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Capitalization of ADB
(amounts in $ million)

1995 1996 1997 1998 1999

% of % of % of % of % of
Item Amount Total Amount Total Amount Total Amount Total Amount Total

Total outstanding borrowings 14,636 61 13,697 59 17,542 65 23,780 70 26,269 71

Capital stock:
Subscribed 43,078 49,368 46,411 48,456 47,597
Less - callable capital 39,643 45,896 43,147 45,042 44,249
Paid-in capital 3,435 3,472 3,264 3,414 3,348
Less - other adjustments       408      450      371     312      226
Net paid-in capital 3,027 3,022 2,893 3,102 3,122

Reserves and accumulated
net income and other
comprehensive income    6,245   6,644   6,409   6,961   7,441

Total paid-in capital,
reserves, and accumulated
net income and other
comprehensive income  9,272 39 9,666 41 9,302 35 10,063 30 10,563 29

Total capitalization 23,908 100 23,363 100 26,844 100 33,843 100 36,832 100
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BORROWING OPERATIONS

ADB has been an active borrower in world capital markets
since 1969.  Its borrowing program is broadly determined by a
number of factors including ADB's lending operations, cash flow
requirements, its liquidity policy, and its perception of current
and future market conditions.

In the early years of operations, ADB's capital was the major
source of funds for ordinary lending, but since the early 1980s,
borrowings have accounted for a greater share than capital and
reserves.  Borrowings continue to make an increasingly larger
contribution to financing ADB's ordinary operations as ADB
increases its lending operations.

Borrowing Objectives

The major objectives of ADB's borrowing program
include the following:

Low-cost funding

To produce low-cost funds for disbursement require-
ments either directly or indirectly, on a fully hedged basis,
through currency liability and interest rate swap transac-
tions as well as financial derivative instruments.

Capital markets presence

To preserve ADB's strong reputation and maintain
continuous access to the world’s capital markets.

Long-term funding

To emphasize borrowings in the longer maturity range,
to the extent that the related borrowing costs remain attrac-
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tive, with a view to minimizing fluctuations in ADB's lending
rates and ensuring a reasonable maturity relationship be-
tween borrowings and loans.

Establishment of benchmark issues

To increase, where possible, the size of ADB's public
bond issues to provide "benchmark issues" that increase
liquidity in the secondary markets, broaden the distribution
of ADB bonds, and favorably align ADB’s funding and
trading spreads with those of other supranational borrowers.

Development of regional capital markets

To tap new markets, especially where contributions to
the development of capital markets in the Asia-Pacific region
can be achieved.

Expansion of investor base

To expand ADB's investor base by borrowing in the
private placement markets of various currencies either di-
rectly or indirectly, on a fully hedged basis, through liability
swap transactions as well as financial derivative instruments.

Bridge financing

To make use of short-term bridge financing in such a
way that any longer term negative impact on the lending rate
is minimized, should there be requirements for disbursement
currencies or debt service currencies when market conditions
are not attractive for bond issues with longer maturities.

Within the context of the above-stated objectives of the
borrowing program, ADB will pursue a funding strategy that
takes advantage of the major capital markets in which its

Borrowing Operations
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borrowing advantage has been demonstrated, and of swap
market arbitrage opportunities that indirectly provide cost-
efficient terms for target currencies.  With few exceptions, ADB
transacts borrowings on a negotiated basis with its managers to
ensure appropriate terms and conditions for both the investors
and the issuer.  ADB will, to the extent possible, pursue a
diversified multimarket and multicurrency borrowing program.
As in recent borrowing programs, ADB intends to maintain its
presence in key currency capital markets, such as euro, US
dollars, and Japanese Yen through the undertaking of large
global and/or benchmark public bond issues to ensure that
ADB's debt securities will achieve broad primary market
distribution and active secondary market trading performance.
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Expected Borrowings

In 1999, ADB raised a total of $5,185.9 million, of which
bridge financing accounted for $370 million and long-term
borrowings for $4,815.9 million. ADB will borrow up to $4,200
million in 2000.

ADB's expected total borrowings during the years 2001-2002
will amount to approximately $11.4 billion equivalent.  The size
of this program will enable ADB to tap the major capital markets
regularly in the future, as well as to utilize the region’s capital
markets.  In addition, the size of ADB's issues can be increased to
enhance the secondary market liquidity of ADB's bonds.
Furthermore, ADB remains committed to supporting the
development of the region's domestic bond markets with a view
to improving their efficiency, transparency, liquidity, and
accessibility.

Borrowing Operations
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Currency Diversification

A basic ADB policy is to diversify its borrowings among
available currencies and markets to avoid becoming too dependent
on any one currency or market for funds.  ADB has, so far,
borrowed in seventeen different currencies.  ADB's outstanding
public bond issues are shown in pages 19-23. The following chart
shows the currency composition of ADB's outstanding
borrowings (before swaps) as of 31 December 1999.
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Forms of Borrowing

While most of ADB's borrowings have been in the form of
public bond issues in the major capital markets, ADB has also
made direct placements of its securities with governments, central
banks, and other financial institutions and has borrowed directly
from commercial sources.  In addition, ADB undertakes bridge
financing transactions through its $5 billion Eurocommercial
Paper Programme to afford greater flexibility in the timing of its
long-term borrowings.

Long-term Borrowings to Match Long-term Loans

Since ADB provides loans with long maturities, one of its
principal objectives is to match the maturity of its OCR loans with
correspondingly long-term borrowings. As of 31 December 1999,
the average life of effective OCR loans was 9.78 years and the
average life of total long-term borrowings outstanding was 6.58
years.  The average life of ADB's total funds used to finance ADB's

Borrowing Operations
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lending is substantially increased if its paid-in capital and
retained earnings are taken into account.

Exchange Risk Limitations

Pursuant to the Charter, ADB is generally precluded from
incurring foreign exchange risk.  As a result, it is ADB's policy to
make loans and investments in the same currencies in which
funds are received.  However, borrowed funds or funds to be
invested may be converted into other currencies provided that, at
the same time, forward exchange agreements are entered into in
order to ensure recovery of the currencies converted.  ADB does
not otherwise convert one currency into another except for
limited amounts required to meet certain obligations in the
ordinary course of its business and as otherwise specifically
authorized by the Board of Directors.

Swaps

In connection with its borrowing operations, ADB also
undertakes currency and interest rate swap transactions. These
swap transactions enable ADB, on a fully hedged basis, to raise
operationally needed currencies in a cost-efficient way and to
maintain its borrowing presence in the major capital markets. At
31 December 1999, the principal amount payable under
outstanding currency swap transactions aggregated $7,490.7
million and the notional principal amount of outstanding interest
rate swap transactions aggregated $4,713.4 million.
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The following chart shows ADB's outstanding borrowings
(after swaps) as of 31 December 1999.

Borrowing Costs

The average cost (after swaps) of fixed rate long-term
borrowings undertaken during 1999 was 5.62 percent, and the
cost of ADB's total resources was 4.26 percent. The following
table shows ADB's borrowing costs and its cost of total funds in
the last five years.
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Borrowing Cost Summary
(semi-annual equivalent basis)

(percent)

Item 1995 1996 1997 1998 1999

Average cost (after swaps) of:
Borrowings contracted during
      the period1/ 4.32 5.92 6.58 4.70 5.62
Borrowings outstanding during
      the period 5.96 5.95 5.94 5.92 5.61
Total funds (borrowings
      outstanding, paid-in
      capital, and reserves)
      during the period  4.14 3.87 3.77 4.20 4.26

1/  Cost of fixed rate long-term liabilities.
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ADB's Outstanding Public Bond Issues
(as of 31 December 1999)

Principal Amount
Issue (millions)

Australian Dollar
5 3/8%-5-year Bonds of 1998

due 15 September 2003 1,000
5 1/4%-5.37-year Bonds of 1999

due 15 September 2004 500

Austrian Schilling

8 ¼% - 10-year Bonds of 1991
due 23 October 2001 (C) 1,000

Euro-Canadian Dollar

7 7/8% - 10-year Bonds of 1993
due 11 March 2003 250

Euro

5½% - 10-year Fungible Bonds of 1997
due 24 October 2007 767

Hong Kong Dollar

6.52% - 8-year Bonds of 1993
due 12 October 2001 1,000

9 1/8%-2-year Bonds of 1998
due 16 March 2000 (Tranche B) 1,000

9.10%-3-year Bonds of 1998
due 16 March 2001 (Tranche C) 1,000

Korean Won

12.15% - 7-year Bonds of 1995
due 1 September 2002 80,000

Netherlands Guilder

7 ¾% - 15-year Bonds of 1985
due 1 July 2000 (S) 200

8 3/8% - 10-year Bonds of 1992
due 3 July 2002 300

61/4% - 10-year Bonds of 1996
due 1 March 2006 400

(C) call options exist.
(S) Sinking fund provisions apply.
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New Taiwan Dollar

6.28% - 7-year Bonds of 1995
due 2 August 2002 2,600

6% - 7-year Bonds of 1996
due 19 December 2003 7,000

5.20%-3-year Bonds of 1999
due 8 March 2002 2,000

5.35%-5-year Bonds of 1999
due 8 March 2004 6,000

5.40%-7-year Bonds of 1999
due 8 March 2006 2,000

Pound Sterling

10 ¼% - 25-year Loan Stock of 1984
due 24 March 2009 (S) 100

Euro-Sterling

11%-10-year Bonds of 1991
due 11 April 2001 75

Swiss Franc

6% -25-year Bonds of 1985
due 20 November 2010 100

Zero Coupon - 30-year Bonds of 1986
due 7 February 2016 500

7 ¼%-10-year Bonds of 1990
due 5 July 2000 150

6 7/8%-10-year Bonds of 1991
due 9 October 2001 150

7% -12-year Bonds of 1992
due 1 June 2004 300

3%-8-year Bonds of 1998
due 24 April 2006 300

ADB’s Outstanding Public Bond Issues
(as of 31 December 1999)

Principal Amount
Issue (millions)

(C) call options exist.(S) sinking fund provisions apply.
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2.25%-6-year Bonds of 1999
due 28 April 2005 300

United States Dollar

8% -15-year Bonds of 1986
due 30 April 2001 100

9 1/8%-10-year Notes of 1990
due 1 June 2000 300

8 1/2%-10-year Notes of 1991
due 2 May 2001 300

6 1/2%-10-year Notes of 1992
due 21 September 2002 300

6.22% - 30-year Bonds of 1997
due 15 August 2027 (P) 300

5.82%-30-year Bonds of 1998
due 16 June 2028 (P) 750

5.593%-20-year Bonds of 1998
due 16 July 2018 (P) 700

6.375%-30-year Bonds of 1998
due 1 October 2028 (P) 410

5.80%-10-year Bonds of 1998
due 20 November 2008 (P) 300

6.64%-15-year Bonds of 1999
due 27 May 2014 (P) 500

Euro-United States Dollar

Zero Coupon - 20-year Bonds of 1984
due 31 August 2004 (C) 1,000

7 1/2%-10-year Bonds of 1992
due 2 July 2002 500

6 3/8%-10-year Bonds of 1993
due 8 June 2003 500

6 1/4%-3-year Notes of 1999
due 26 February 2002 500

ADB’s Outstanding Public Bond Issues
(as of 31 December 1999)

Principal Amount
Issue (millions)

(C) call options exist.
(P)  put options exist.
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Global United States Dollar

6 1/8%-10-year Bonds of 1994
due 9 March 2004 750

6 ¼%-10-year Bonds of 1995
due 24 October 2005 750

6¾%-10-year Bonds of 1997
due 11 June 2007 1,000

5¾%-5-year Bonds of 1998
due 19 May 2003 2,000

5 1/2%-5-year Bonds of 1999
due 23 April 2004 1,250

6 1/2%-3-year Bonds of 1999
due 21 October 2002 1,000

Yen

5.80%-15-year Bonds of 1986
due 19 December 2001 30,000

5.30%-15-year Bonds of 1987
due 25 February 2002 30,000

7 1/2%-10-year Special Bonds of 1990
due 9 November 2000 - Third Offering 30,000

7.20%-10-year Dual Currency Japanese Yen/
Australian Dollar Bonds of 1991
due 26 February 2001 20,000

5 5/8%-10-year Special Bonds of 1992
due 12 February 2002 - Fourth Offering 50,000

6% -10-year Bonds of 1992
due 28 May 2002 64,000

5.675%-20-year Bonds of 1993
due 12 February 2013 30,000

4.60%-10-year Dual Currency Japanese Yen/
Australian Dolllar Bonds of 1995
due 27 April 2005 10,000

ADB’s Outstanding Public Bond Issues
(as of 31 December 1999)

Principal Amount
Issue (millions)
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Euro-Yen

7 ¼%-10-year Bonds of 1990
due 17 May 2000 20,000

5 5/8%-10-year Bonds of 1992
due 18 February 2002 50,000

5% -10-year Bonds of 1993
due 5 February 2003 50,000

3 1/8%-10-year Bonds of 1995
due 29 June 2005 40,000

ADB’s Outstanding Public Bond Issues
(as of 31 December 1999)

Principal Amount
Issue (millions)
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LIQUIDITY MANAGEMENT

It is the policy of ADB to maintain liquid assets amounting
to at least 40 percent of the total of undisbursed balances of
loans (other than market based loans (MBL)) at the end of each
year.  However, this is supplemented by a cash-flow approach
to ensure that the liquidity is neither excessive nor insufficient
in terms of covering future cash flows.  In accordance with
ADB's matched funding policy for the MBL window, ADB also
maintains separate liquid assets equivalent to at least 100
percent of the total MBL undisbursed loan balance. Liquid
assets, consisting of unrestricted cash and investments
exclusive of Special Reserve assets, amounted to $8,026.7
million on 31 December 1999 and were equivalent to 59.1
percent of ADB's undisbursed loan balances.

The main purpose of the liquidity policy is to ensure the
uninterrupted availability of funds to meet loan disbursements,
debt servicing, and other expenditures.

Investment of funds not needed in operations is governed by
the Investment Authority (Authority) approved by ADB's Board
of Directors.  The main objective is to maintain security and
liquidity.  Subject to these parameters, ADB follows investment
practices designed to generate a favorable  return on investments.

Under the Authority, ADB may purchase and sell bonds,
notes or other obligations which (i) are issued or guaranteed
by the member country whose currency is involved in the
investment; (ii) are issued or guaranteed by an eligible
nonborrowing member country and denominated in the
currency of another member country whose currency is
convertible; (iii) are issued or guaranteed by an eligible
autonomous government entity or a government-controlled
corporation of a nonborrowing member country and
denominated in the currency of such member country or the
currency of another member country whose currency is
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convertible; (iv) are issued or guaranteed by an eligible
multilateral organization and denominated in a convertible
currency; (v) are issued or guaranteed by eligible corporate
entities or trusts, or consist of eligible asset-backed and
mortgage-backed securities; or (vi) consist of time deposits
and other unconditional obligations of eligible banks and
other financial institutions in member countries.  In addition,
subject to certain limitations, ADB may purchase and sell
financial futures and option contracts; enter into currency
exchange agreements, interest exchange agreements, and
forward rate agreements; lend, against adequate collateral,
and borrow securities which it has obtained or may obtain;
enter into repurchase transactions involving such securities;
and engage in covered forward investments.

In general, obligations in which ADB invests and
counterparties with whom ADB deals for the purposes of its
investment transactions must meet high credit criteria. Also,
the weighted average duration of ADB's total investments is
limited to a range of zero to 36 months.  Returns on investments
are subject to changes in market conditions.

Liquidity Management
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INCOME AND RESERVES POLICY

The objective of ADB's income and reserves policy is to
protect its risk-bearing capacity, i.e., its capacity to withstand
unexpected large risk events without seeking additional financial
support from its shareholders.  The primary benchmark used by
ADB in measuring its risk-bearing capacity is the interest coverage
ratio (ICR), a ratio that broadly indicates to what extent its
income, particularly the income from its loan portfolio, can
decrease without jeoperdizing its ability to service its own debt
from current earnings.  In light of its portfolio concentration,
ADB's current policy is to ensure that the ICR does not fall below
the level of 1.31 times.  ADB's actual target for the ICR in the
medium-term could be higher depending on its assessment of its
risk-bearing capacity.  To maintain the minimum ICR or achieve
a higher targeted level for ICR, ADB ensures that its equity capital
or earning base is sufficient to generate the minimum net income
requirements.  The adequacy of the equity capital is managed by
maintaining adequate reserves, which constitute the bulk of its
equity capital in relation to outstanding loans i.e., reserve: loan
ratio (RLR).  The current policy is to maintain RLR at about 25
percent over the medium-term.  Any potential deficiency in such
reserves or earning base could be remedied by increasing the level
of loan charges.  As of 31 December 1999, the ICR and RLR of ADB
were 1.31 and 25.97 percent, respectively.

To maintain its financial strength  to fullfill its development
mandate in the region, ADB raised the charges on its loans from
ordinary capital resources effective 1 January 2000.  ADB's new
loan charge policy provides for: (i) the lending spread on all
public sector loans was increased to 0.6 percent per annum from
0.4 percent per annum; (ii) a new front-end fee of 1 percent to be
charged on new loans with the borrowers given the option to
capitalize the fee; and (iii) the commitment fee for new program
loans to be a flat 0.75 percent annual fee while maintaining the
progressive commitment fee of 0.75 percent for new project loans.
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Income and Reserves Policy

ADB has earned profits every year since the year it was
established. ADB's net income for the year ended 31 December
1999 was $449.9 million compared with $466.9 million for the
year ended 31 December 1998. The average yield on the loan
portfolio declined to 6.4 percent in 1999 from 6.8 percent in 1998
mainly because of an increasing share of lower-yielding variable
rate loans in the portfolio. The share of such loans increased from
94.3 percent in 1998 to 95.7 percent in 1999.  The yield on the
investment portfolio decreased to 3.9 percent in 1999 from 5.3
percent in 1998.
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LENDING OPERATIONS - OCR

Lending Policies

ADB is authorized to make, participate in, or guarantee loans
to its developing member countries or their governments, to any
of their agencies or political subdivisions, and to public or private
enterprises operating within such countries, as well as
to international or regional entities concerned with economic
development in the region.

Loans are made only for projects or programs of high
developmental priority.  ADB provides financing to its borrowers
to cover foreign exchange expenditures and also finances local
currency expenditures in certain cases.

Currently, ADB has three lending windows for loans from
ordinary capital resources: (i) the pool-based multicurrency loan
window, where loan disbursements are made in a variety of
currencies of ADB's choice; (ii) the pool-based single-currency
loan window in US dollars; and (iii) the MBL window which
provides single-currency loans in US dollars, Japanese yen, or
Swiss francs to private sector borrowers and government-
guaranteed financial intermediaries at current terms prevailing in
international financial markets. MBL borrowers have the option
of having the interest rates of their loans in either fixed or floating
rate terms. MBL lending to government-guaranteed financial
intermediaries is limited to $1 billion.  On an exceptional basis,
separate lending and funding arrangements (other than through
ADB pool-based or MBL windows) have been used for ADB's
emergency financial assistance to the Republic of Korea in 1997.

ADB requires its borrowers to absorb exchange risks caused
by fluctuations in the value of the currencies that it has disbursed.
ADB's borrowers share the exchange risk  on pool-based
multicurrency loans through ADB's exchange risk pooling system,
which was introduced on 1 January 1983.  As a general rule, the
lesser developed of ADB's members borrow on concessional terms
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from the Asian Development Fund (ADF), while members with
stronger economies borrow from ordinary capital resources.

ADB's policy-based program lending is designed, as a
complement to its project-specific lending, to develop a sector (or
subsector) as a whole and improve a sector's performance through
appropriate policy and institutional reforms over the medium to
long term.  The loan proceeds may be used to finance economy-
wide import requirements on the basis of a negative import list,
or where necessary and appropriate, sector-specific import
requirements on the basis of a positive import list.  The ceiling on
program lending, as a percentage of total lending on a three-year
moving average basis, is 20 percent.

Effective 1 January 2000, ADB introduced a program cluster
approach as an extension of its program lending modality to
enhance flexibility and extended the time frame for program
implementation to 7 years.  Also effective on the same date, ADB
introduced a special program loan facility (SPL) to provide, on an
exceptional basis, as part of an international rescue package,
substantial support beyond ADB's anticipated assistance levels
to crisis-affected countries which are eligible to borrow from
ADB's ordinary capital resources.  ADB shall charge higher rates
for SPLs to help mitigate potential adverse effects on ADB's
financial strength and risk bearing capacity.  SPLs are exempted
from counting towards the ceiling on regular program lending.

The majority of ADB loans have been made to the public
sector, namely, to member countries or, with the guarantee of the
member government concerned, to government enterprises or
other public entities.  However, ADB also maintains a lending
program designed to support the private sector in developing
member countries by direct lending to private enterprises and
financial institutions without government guarantee.  ADB is
also empowered by the Charter to make equity investments and
underwrite or participate in the underwriting of securities.
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ADB is also empowered by the Charter to guarantee,
as primary or secondary obligor, loans for economic development
projects or programs in which it also participates.
ADB may provide either partial credit guarantees, where it
provides all–inclusive cover for a portion of the debt service, or
partial risk guarantees, where it covers specific risk events for all
or part of the debt service. As of 31 December 1999, outstanding
guarantees amounted to $367.9 million.  ADB is currently
reviewing its guarantee operations.

Except in special circumstances, ADB requires that the
proceeds of its loans and the loans it guarantees be used by
borrowers only for procurement of goods and services produced
in and supplied from member countries.

ADB supervises the disbursement of its loans to ensure that
the proceeds are applied only against eligible expenditures as
they are incurred.  It generally requires that borrowers seek
competitive bids from potential suppliers, that engineering plans
and specifications be drawn up independently of the suppliers
or manufacturer and, if appropriate, that independent
consultants be retained by borrowers.

Major Recipients of Loans

ADB has made loans from OCR to 21 of its developing
member countries, with Indonesia receiving the largest aggregate
amount, followed by People's Republic of China, India, Republic
of Korea, Philippines, Thailand, and Pakistan.

Effective January 1999, ADB has adopted a graduation
policy and country classification system that applies the joint
criteria of per capita gross national product and debt repayment
capacity to determine the eligibility of its developing member
countries for ADF and OCR resources.

Hong Kong,China; Republic of Korea; Singapore; and
Taipei,China are considered graduated from regular ADB
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assistance.  Only OCR loans are provided to the more advanced
borrowing countries in the region.  Most of these countries are
predominantly market-economy oriented and include three
members of the Association of South East Asian Nations  or
ASEAN,  (Malaysia, Philippines, and Thailand), the Republic of
Fiji Islands, Papua New Guinea and two Central Asian countries,
Kazakhstan and Uzbekistan.  India, People's Republic of China,
Nauru, and Indonesia  are eligible to receive OCR with limited
amounts of ADF (although ADF resources will not be available
to People's Republic of China and India during the ADF VII
period).   Countries with access to limited amounts of OCR in
addition to ADF include: Bangladesh, Cook Islands, Marshall
Islands, Micronesia, Pakistan, Sri Lanka, Tonga, and Viet Nam.

From its establishment through 31 December 1999, ADB had
approved loans aggregating $59,478.4 million in its ordinary
operations.  As of 31 December 1999, ADB's total amount of
outstanding loan commitments (approved ordinary operations
loans less amounts cancelled or repaid) in its ordinary operations
was $41,937.8 million.

Country Breakdown of Total Outstanding
OCR  Loan Commitments
(as of 31 December 1999)

Country Amount Percent
($ million)

Indonesia 10,557.7 25.2

China, People’s Republic of 8,773.5 20.9

India 6,076.3 14.5

Korea, Republic of 4,386.7 10.5

Philippines 4,275.7 10.2

Thailand 3,163.3 7.5

Pakistan 2,743.5 6.5

Malaysia 697.4 1.7

Others 1,263.7 3.0

Total 41,937.8 100.0
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Types of Development Projects Financed

ADB lending is aimed at developing energy, agriculture,
transport and communications, and other basic infrastructure.
Projects financed by these loans are designed to give recipient
countries a sounder economic base to enable them to achieve and
maintain higher and sustained levels of economic growth.  ADB also
finances development of financial systems in developing member
countries and small and medium-scale projects, mostly in the
private sector, through loans to financial intermediaries within the
borrowing countries, which on-lend ADB funds for such projects.

In response to the changing needs and imperatives of the
developing member countries and the international environment,
ADB also emphasizes loans to address issues of poverty
reduction, improvement of the status of women, development of
human resources (including population planning), and sound
management of natural resources and the environment.

 With the adoption of its new Poverty Reduction Strategy,
ADB refocused its work towards the single, overarching goal of
reducing poverty. ADB's strategy for reducing poverty rests on
three pillars: pro-poor, sustainable economic growth, social
development, and good governance.

Sectoral Breakdown of Total Outstanding Effective Loans
(as of 31 December 1999)

Sector Percent

Energy 23.3

Transport and communications 22.1

Finance 19.8

Social infrastructure 15.6

Agriculture and natural resources 9.7

Industry and nonfuel minerals 3.7

Multisector 4.4

Others 1.4

Total 100.0



33

Lending Operations - OCR

Maturity of OCR Loans

Maturities of OCR loans range up to 30 years with grace
periods of between two and eight years.  As of 31 December 1999,
the remaining average life of effective loans was 9.78 years and
the maturity structure of ADB's outstanding effective loans was
as follows:

Amount
Maturity ($ million)

Not more than 5 years 7,807.4

More than 5 years but not more than 10 years 13,922.1

More than 10 years 18,288.7

Total 40,018.2

Repayment Record

In its public sector ordinary operations, ADB has not suffered
any losses of principal to date and follows a policy of not taking
part in debt rescheduling agreements.  Occasional delays have
occurred in loan service payments, but these have not been
material to ADB's operations.  Myanmar, however, incurred
ADB's  first public sector non-accruals on two loans having a
total principal amount of $929,000 at the end of 1999.

In its private sector operations, ADB provides for possible
losses on its private sector loans and equity investments.
Allowance for possible losses on impaired private sector loans
and equity investments through 1999 totalled $134.5 million.

The Project Process

In responding to requests from member governments for
OCR loans, ADB economists, financial analysts, technical
specialists, and lawyers assess the economic viability and
financial soundness of projects and the way in which the
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projects fit into the economic framework and development
priorities of the borrowing countries.

Strict standards of accounting and project implementation
are maintained.  Most contracts are awarded on the basis of
international competitive bidding or international shopping
or by domestic competitive bidding in certain limited cases.
Projects are carefully analyzed and executed and, where
appropriate, outside consultants are hired to ensure that the
highest standards of performance are achieved throughout
the life of the project.

Loan Charges and Return on Average Earning Assets

In its ordinary operations, ADB sets its interest rates to
directly reflect the cost of its borrowings and ADB's long-term
income objectives.

From 1 July 1986, ADB has adopted a pool-based
variable lending rate system for all public sector loans approved
on or after that date, and, at the option of the borrowers, for loans
approved from 24 September 1985 to 30 June 1986, except for
private sector loans without government guarantee, to which
different lending terms apply.  For the currency-specific US dollar
loans, a similar pool-based variable lending rate system applies,
however, on a separate pool of US dollar borrowings undertaken
from 1 July 1992 for inclusion in that pool.  Both lending rates are
determined by adding a spread (currently 0.6 percent) to the
average cost of the respective pool of outstanding borrowings.
The rates are reset on 1 January and 1 July each year.  ADB's
current lending rates from 1 January to 30  June 2000 are 5.72
percent for the multicurrency loans and 6.46 percent for the US
dollar-specific loans.

Under the MBL window, the lending rate on floating-rate
loans is determined by adding a lending spread over the six-
month LIBOR of the relevant currency. For fixed-rate loans, the
lending rate is based on the cost of ADB's fixed-rate borrowing
of the particular currency, plus a lending spread. The current
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lending spread of 0.6 percent on pool-based loans will apply for
loans to government-guaranteed financial intermediaries. On
the other hand, the lending spread applicable to private sector
loans is set to reflect the credit risk of the specific borrower.

For ADB's public sector loans, a commitment charge of  0.75
percent per annum is levied on all ordinary operations loans
(public sector), beginning 60 days after execution of the applicable
loan agreement. The commitment charge accrues on the following
increasing portions of the total loan amount (less cumulative
disbursements): 15 percent in the first year, 45 percent in the
second year, 85 percent in the third year and 100 percent thereafter.
Effective 1 January 2000, the commitment fee for new program
loans is a flat 0.75 percent per annum.

Effective 1 January 2000, a front-end fee of 1 percent will be
charged on new public sector loans with the borrowers given the
option to capitalize the fee.

For the years 1997 through 1999, the average interest rate on
ADB loans, the return on average earning assets, and the average
cost of ADB borrowings and other funds were as follows:

     Years Ended 31 December
1997 1998 1999

Item   (percent)

Average interest rate on
disbursed and outstanding
loans-end of period 6.49 6.42 6.05

Return on average earning assets 6.36 6.35 5.90
Average cost of total borrowings

outstanding and other funds
available during period 3.77 4.20 4.26

Cofinancing

ADB actively pursues cofinancing with official as well as
commercial and export credit sources to complement its assistance
to public and private sector projects in its developing member

Lending Operations - OCR
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countries.  Cofinancing provides funds that are additional to
ADB's planned lending levels and normally improves the terms
of lending when blended with ADB's own direct loans.  In
connection with such activities, ADB maintains close relations
with other international development organizations and acts as
administrator for, or has made joint financing arrangements
with,  a number of multilateral and bilateral development agencies.
ADB has also been joined by commercial institutions in
cofinancing projects in the region, and is continuing to promote
increased commercial cofinancing. The total amount of
cofinancing arranged in support of ADB-assisted operations as
of the end of 1999 amounted to $32.3 billion for 520 loan projects
and programs.

Private Sector Operations

During the 1980s, ADB launched and built up a program
designed to enlarge and diversify its support for private enterprise
in developing member countries by introducing equity
investments and direct lending to private enterprises without
government guarantees.  Aggregate amounts available for
allocations by the Board of Directors for this program are currently
limited  to $1,500 million ($1,450 million for equity and loans
from OCR and $50 million from ADF for loans only).  Loans under
this program generally have shorter maturities, normally up to
12 years, than otherwise offered by ADB and bear higher market-
based interest rates from those typically offered by ADB.

As of 31 December 1999, the Board had approved 122
operations under this program, excluding those cancelled,
withdrawn, or expired.  These operations comprise various
combinations of equity investments, underwritings, and loans
amounting to $1,750  million from OCR, $14.5 million from ADF,
and $3 million from the Japan Special Fund.
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SPECIAL FUNDS

In addition to its ordinary capital resources, ADB is autho-
rized by its Charter to establish and administer Special Funds,
which currently consist of the Asian Development Fund (ADF),
the Technical Assistance Special Fund (TASF),  the Japan Special
Fund (JSF), and the Asian Development Bank Institute Special
Fund (ADBISF).

ADF is designed to provide loans on concessional terms to
those developing member countries with low per capita GNP
and limited debt repayment capacity.  The same strict standards
for loan approval and administration that apply to OCR loans
are applied to ADF loans.  ADF loans negotiated before 1 January
1999 have a nominal service charge of 1 percent per annum, and
most are repayable over periods of 35-40 years including a grace
period of 10 years.  ADF loans negotiated after 1 January 1999 are
subject to an interest charge of 1 percent per annum during the
grace period and 1.5 percent per annum during the amortization
period.  Project loans have a maturity of 32 years including a
grace period of 8 years while quick disbursing program loans
have a maturity of 24 years including a grace period of 8 years.

The resources for ADF loans consist mainly of contributions
mobilized under periodic replenishments from developed
member countries.  In 1997 the Board of Directors has interpreted
the Charter to permit OCR net income and surplus transfers to
ADF,  following allocations to reserves, of amounts which would
otherwise have been available for distribution to members as
dividends.  Any such transfer shall be approved by the Board of
Governors on an annual basis in respect of such year's net
income and surplus.  The main beneficiaries of ADF loans have
been Bangladesh, Indonesia, Nepal, Pakistan, Philippines, Sri
Lanka, and Viet Nam.  As of 31 December 1999, ADB had
approved ADF loans totalling $22,760.3  million.
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The TASF is an important source of grant financing for
ADB's technical assistance operations.  It is also funded primarily
by contributions of member countries.  ADB also allocated an
aggregate amount equivalent to $421 million to TASF out of OCR
from 1992 to 1999.  Technical assistance is an important activity
through which ADB helps its developing member countries
improve their capabilities to formulate, design, implement, and
operate development projects.  ADB also provides technical
assistance for regional studies and activities.  As of 31 December
1999, total grant-financed technical assistance approved by
ADB amounted to $1,782 million.

The JSF was established in 1988, under an agreement between
ADB and the Government of Japan, to help ADB's developing
member countries (DMCs) restructure their economies in the
light of the changing global environment and to broaden the
scope for new investments, thereby assisting the recycling of
funds to DMCs.  It is used to finance or cofinance technical
assistance projects on a grant basis; private sector development
projects through equity investment; and in special cases and on
a grant basis, technical assistance components of ADB-financed
public sector development projects.  As of 31 December 1999, the
cumulative total contribution received from the Government of
Japan for the JSF amounted to $745.0 million equivalent.  Of the
total contributions received, $593.5 million had been utilized as
of 31 December 1999. Through 31 December 1999, total technical
assistance grants approved under the fund amounted to $651.8
million.

On 23 March 1999, ADB's Board of Directors approved the
establishment of the Asian Currency Crisis Support Facility
(ACCSF) within the Japan Special Fund to support the
mobilization of private resources for the developing member
countries most affected by the financial crisis.  The ACCSF is
funded entirely by the Government of Japan as part of its financial
assistance under the New Miyazawa Initiative.  The ACCSF will
provide (i) interest payment assistance (IPA) and technical
assistance grants, and (ii) guarantees which will have to be
approved during a three-year period after the establishment of
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ACCSF or during such extended period as the Government of
Japan and ADB may agree if the beneficiary countries are not
fully out of the crisis.  In 1999, the Government of Japan contributed
$104.4 million equivalent for the IPA and technical assistance
grants.  The uncommitted balance of such funds was $19.3
million as of 31 December 1999.  The Government of Japan also
deposited a promissory note for ¥360 billion ($3.5 billion)
encashable by ADB at any time to meet a call on any guarantees
issued under ACCSF.  As of 31 December 1999, no guarantee has
been made.

In addition, ADB administers a scholarship program funded
by the Government of Japan, on a grant basis, to provide
opportunities for advanced training in development-related
fields to persons selected primarily from developing members.
As of 31 December 1999, the cumulative total of grants received
from the Government of Japan for such program was $34.5
million.

On 15 October 1996, ADB approved the establishment of the
Asian Development Bank Institute (ADBI) and ADBISF. The
ADBI, located in Tokyo, Japan, is to complement ADB's activities
in development research and training. It is to be funded by the
ADBISF which has been established for such purpose.   As of 31
December 1999, the cumulative commitments to the ADBISF
amounted to about $34.7 million.  Of the total contributions
received, $22.7 million had been utilized as of 31 December 1999.

In accordance with the Charter, ADB's Special Funds
resources must at all times be held, used, and committed separately
from its ordinary capital resources.

Special Funds
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ADB MEMBERS
(as of 31 December 1999)

Regional

Afghanistan Micronesia, Federated States of
*Australia Mongolia
Azerbaijan Myanmar
Bangladesh Nauru
Bhutan Nepal
Cambodia *New Zealand
China, People’s Republic of Pakistan
Cook Islands Papua New Guinea
Fiji Islands, the Republic of Philippines
Hong Kong, China Samoa
India Singapore
Indonesia Solomon Islands

*Japan Sri Lanka
Kazakhstan Taipei,China
Kiribati Tajikistan

*Korea, Republic of Thailand
Kyrgyz Republic Tonga
Lao People’s Democratic Rep Tuvalu
Malaysia Uzbekistan
Maldives Vanuatu
Marshall Islands Viet Nam

Nonregional

*Austria *Netherlands
*Belgium *Norway
*Canada *Spain
*Denmark *Sweden
*Finland *Switzerland
*France *Turkey
*Germany *United Kingdom
*Italy *United States

* OECD



41

DIRECTORY

ASIAN DEVELOPMENT BANK
6 ADB Avenue, Mandaluyong City
0401 Metro Manila
Philippines

Postal Address: P.O. Box 789
0980 Manila, Philippines

Telephone No.: (63-2) 632-4444

Facsimile: (63-2) 636-2444

Cable Address: ASIANBANK Manila

Telex No.: (ETPI)63587 ADB PN

Swift Address: ASDB PH MM

E-mail Address: adbhq@adb.org

OFFICE OF THE PRESIDENT

Tadao Chino President
Peter H. Sullivan Vice-President (East)
Myoung-Ho Shin Vice-President (West)
John Lintjer Vice-President (Finance

and Administration)

TREASURER’S DEPARTMENT

Office of the Treasurer
Shinji Ichishima (63-2) 632-4700
Treasurer sichishima@adb.org
Ifzal Ali 632-4711
Deputy Treasurer iali@adb.org

Aurora G. Aragon 632-4702
Senior Treasury Administrator aaragon@adb.org

Financial Policy Unit
Hinahon L. Domingo 632-4752

hdomingo@adb.org
Alexander Ugut 632-4709

augut@adb.org
Chongshan Liu 632-6233

cliu@adb.org
Direct Facsimile: (63-2) 636-2611

ADB Members
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Funding Division
Peter M. Balon (63-2) 632-4713
Assistant Treasurer pbalon@adb.org

Funding and Swaps
Juanito Limandibrata 632-4710

jlimandibrata@adb.org
Keith Tayman 632-4718

ktayman@adb.org

Market Research,  Bond Administration
and Liability Management
Maria Lomotan 632-4704

mlomotan@adb.org
Documentation
Gloria P. Ferry 632-4703

gferry@adb.org

Direct Facsimile: (63-2) 632-4120
(63-2) 636-2625

Investments Division
Jelle C. Mann (63-2) 632-4712
Assistant Treasurer jmann@adb.org

Portfolio Management
Yukihiro Nishimiya 632-4776

ynishimiya@adb.org
Ma. Isabel G. Haley 632-4749

ihaley@adb.org
Giuseppe Ballocchi 632-4788

gballocchi@adb.org
Makoto Kubota 632-4714

mkubota@adb.org

Direct Facsimile: (63-2) 632-4707

Risk Management Division
Philip C. Erquiaga (63-2) 632-4701
Assistant Treasurer perquiaga@adb.org

Management Reports, Systems and Administration
Aurapin P. Sipper 632-4734

asipper@adb.org
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Directory

Special Operations
Edmund Padua 632-4722

epadua@adb.org

Systems and Facilities
Val-Amor Maniquis 632-4768

vmaniquis@adb.org

Policy, Performance, Asset-Liability Management
Tomotaka Torin 632-4745

ttorin@adb.org

Direct Facsimile: (63-2) 636-2631

Treasury Services Division
David R. Parker (63-2) 632-4730
Assistant Treasurer dparker@adb.org
Yong Cheng 632-4737

yongcheng@adb.org
Se Wha Moon 632-4721

swmoon@adb.org
Sukhumarn Phanachet 632-4778

sphanachet@adb.org
Mitsuo Takahashi 632-4732

mtakahashi@adb.org

Direct Facsimile: (63-2) 636-2635

Asian Development Bank Online

General Information
http://www.adb.org

Financial Information
http://www.adb.org/finance

Asian Recovery Report 2000
http://aric.adb.org
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