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I. RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

1. Since Malaysia is a middle-income country (MIC), the partnership with the Asian 
Development Bank (ADB) may face fewer risks compared with other developing member 
countries (DMCs). The portfolio risks would be associated mainly with nonsovereign or 
subsovereign counterparties. With lower-income DMCs, sovereign guarantees can largely 
mitigate the associated risks. ADB will have to do detailed due diligence and monitor 
implementation of the interim country partnership strategy (CPS) using the results framework 
(Appendix 1 of the interim CPS). This will be updated annually through country programming 
missions and reported through the country operations business plan. ADB and the government 
will also analyze sector outcomes. 
 

Risk and Mitigation Measures 

Risk and Risk Assessment Mitigating Factors 

Country-Level Risks 

Economic growth rates in Malaysia 
have stagnated and the 
government has expressed 
concerns about a middle-income 
trap. 

The strategic priorities of the Tenth Malaysia Plan, 
2011–2015 (TMP) will anchor Malaysia’s transition from 
a middle-income country to a high-income country. Early 
wins that can help provide momentum will depend on 
several factors, including:  

(i) continued efforts at macroeconomic stability and 
reduction in the small pockets of poverty and 
economic inequality;  

(ii) adoption of outward and market-oriented policies 
in natural endowment areas such as energy, 
based on regional cooperation and integration; 

(iii) improved access to export financing to promote 
trade development;  

(iv) greater mobilization of private investment and 
promotion of public–private partnerships (PPPs); 
and  

(v) identification of additional measures to enhance 
competitiveness—including those related to trade 
and transport facilitation, and human resource 
development—through higher education and 
vocational training.   

ADB will target its support to Malaysia in such areas 
where it has an extensive experience and track record, 
particularly as related to regional economic integration 
and outward orientation.  

Malaysian officials from the public 
and private sectors will require 
additional capacity development 
and knowledge support to 

ADB’s support to Malaysia is a combination of financing, 
capacity development, and knowledge support:   

(i) combined knowledge and financing support for 
regional energy development and export 
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Risk and Risk Assessment Mitigating Factors 

implement the TMP effectively.  development;  
(ii) capacity development support related to 

macroeconomic management and poverty 
reduction (through economic modeling), and  

(iii) knowledge support as regularly requested by the 
government, includes the support needed on 
trade and transport facilitation, and on a 
mechanism for effective PPP financing.  

ADB-Specific Risks 

Risks associated with 
nonsovereign operations exist for 
Malaysia.   

Since Malaysia is a MIC, the ADB partnership faces 
fewer but different risks. The portfolio risks would be 
associated mainly with nonsovereign counterparties. 
ADB will have to do detailed due diligence and promote 
strong corporate governance and risk management in all 
ADB-financed projects, based on its standards and 
policies. 

The ADB project pipeline is 
vulnerable to external shocks, 
particularly for the private sector. 

The recent global financial turmoil demonstrates the 
significant impact such shocks have on the Malaysian 
economy, including its private sector. While Malaysia’s 
emphasis on regional cooperation helps mitigate this 
risk, supporting the development of its finance sector can 
reduce it further. 

The lending pipeline is dominated 
by projects in the energy sector. 

Malaysia’s focus on developing regional energy trade, 
energy supply security, and the use of clean energy 
underpins the partnership. As the ADB engagement 
deepens, further sector diversification will be considered 
in consultation with the government. 

Slower-than-expected 
implementation of the TMP and 
the Economic Transformation 
Programme by the government 
may cause the loss of focus on the 
partnership with ADB. 

ADB envisions providing technical support on key 
aspects of the policy objectives, emphasizing 
measurable outputs and performance as suggested by 
the overall policy framework. 

 

Source: ADB staff estimates. 




