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I. RATIONALE  

 
1. Substantial investment gaps impede economic and social development in many 
developing countries in Asia and the Pacific. The financing needs of these countries far exceed 
their resources and those of the official agencies created to assist them. For infrastructure 
investments alone, the gap is estimated at several trillion dollars over the next 20 years. At the 
same time, there is high liquidity within the region and elsewhere, but this is often not directed 
toward development projects as a result of perceived political or credit risk.  
 
2. The Asian Development Bank’s (ADB’s) credit enhancement products (CEPs) in the 
form of guarantees and syndication arrangements are designed to help bridge these investment 
gaps by catalyzing private investment and capital flows into its developing member countries, 
thereby contributing to meeting ADB’s development objectives.1 Apart from being able to 
leverage its triple A rating and capital base, it is assumed that ADB is in a better position to 
manage associated risks because of its understanding of, and potential influence over, 
regulatory or macroeconomic policy aspects in the Region. Moreover, its Charter protects ADB 
against the risks of financial loss through expropriation, currency inconvertibility or non-transfer, 
with ADB’s preferred creditor status facilitating and reinforcing CEP benefits.  
 
3. Conceptually, ADB’s credit enhancement operations not only help mobilize additional 
commercial financing for ADB-supported projects, but can also facilitate private investment for 
projects and development efforts that would otherwise not materialize given prevailing risk 
concerns. Political risks are a particular problem for investments in infrastructure, which can be 
addressed through guarantees. By reducing risks for private financiers and project sponsors, 
CEPs can also have a role in deepening financial markets (through support for commercial 
lending to underserved market segments such as MSMEs or the issuance of corporate and 
local currency bonds) and helping countries regain access to markets in the aftermath of 
economic crisis.  
 
4. Since 1983, ADB has mobilized additional debt resources to complement its financing of 
supported projects through loan syndication under its complementary financing scheme (CFS), 

                                                
1
  Credit enhancement refers to the improvement in the risk profile of a credit, and reduction in a creditor’s risk of 

financial loss due to default of the obligor, through risk transfer or sharing with a third party. 
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a B-loan arrangement.2 Commencing in 1988 and 2000, respectively, ADB has been extending 
partial credit guarantee (PCG) and political risk guarantee (PRG) instruments for eligible 
projects that enable financing partners to transfer to ADB certain risks that they cannot easily 
absorb or manage on their own.3 Figure 1 illustrates the difference in ADB’s risk coverage 
between B loans, PRGs, and PCGs. In 2009 and 2010, respectively, ADB started to catalyze 
commercial funds through risk transfer and guarantee cofinancing modalities.4 
 

Figure 1: Risk Coverage of Key CEPs 

 
 
5. The Midterm Review of Strategy 2020 seeks to expand the scope of ADB’s partnership 
agenda beyond its mainly official development finance partners to include endeavors with the 
private sector and private institutions, and reinforce closer collaboration with the private sector 
in project cofinancing. ADB’s cofinancing activities are to increase at a rate faster than its stand-
alone financing with a long-term objective of having total annual direct value-added cofinancing 
exceed the value of ADB’s standalone project financing. This implies a substantial growth in all 
forms of cofinancing in the wake of the recently approved merger of ADF and OCR, which will 
expand ADB’s annual operations to as much as $20 billion, or 35% over the current level.  ADB 
plans to increase the mobilization of private (and public)5 capital through CEPs and risk transfer 

                                                
2
  The B-loan arrangement is a form of “funded risk participation” by the third parties without recourse to ADB, with 

ADB acting as lender-of-record assuming sole responsibility for administering disbursements and repayments of 
the entire loan amount. Although B Loans do not provide co-financiers with recourse to ADB for debt service, such 
loans do enjoy the same privileges and immunities as ADB’s direct (or A) loans, including: (i) exemption from 
restrictions on currency conversions and on remittance of interest payments and repatriation of principal; (ii) 
exemption from withholding taxes; (iii) reduced likelihood of rescheduling in the event of an external debt crisis in 
the borrowing country; and (iv) exemption from country provisioning requirements (where applicable). 

3
  A partial credit guarantee (PCG) provides comprehensive risk coverage for a specified portion of a debt service 

obligation. A political risk guarantee (PRG) covers an obligation (such as debt service) against specific risks of a 
political nature (usually directly or indirectly related to government action), such as currency inconvertibility or non-
transfer, expropriation, or breach of contract. It may also include political violence. 

4
  Risk transfer modalities comprise (i) non-funded risk participation arrangements (also referred to as reinsurance) 

that enable ADB to transfer risk and to share any associated returns and recovery rights with respect to a loan or 
guarantee provided by ADB with syndicate members—ADB may assume counterparty performance risk with 
respect to the syndicate member; and (ii) sell-down arrangements that allow ADB to fully pass on certain risks 
through transfers or assignments without any further contractual obligation by ADB with regard to the risk passed 
on. Under guarantee cofinancing arrangements, a portion of an ADB-provided guarantee may be syndicated 
through reinsurance contracts. 

5
  OCO is working on a risk transfer mechanisms for sovereign projects to create additional lending capacity. 
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arrangements. The MTR Action Plan contains measures to incentivize their use.6 PSOD 
anticipates an expansion of operations involving PRGs and risks transfers, which it sees as a 
more effective way of leveraging ADB’s capital than PCGs. It is therefore an opportune time to 
review ADB’s experience with the use of CEPs to help understand how credit enhancement 
operations can catalyze more commercial funds for stronger development impact. 
 

II. ADB STRATEGIES AND PORTFOLIO 
 
6.  Strategies. Since the start of CEP operations in the 1980s—following the introduction 
of a policy framework for the CFS in 1982 and for guarantees in 1987—ADB has incrementally 
expanded and clarified the scope of these operations.7 The current policy for credit 
enhancement operations was approved in 2006.  
  
7. CEP Transactions within ADB Operations. Approved CEP transaction volumes 
significantly increased since the approval of the credit enhancement policy in 2006 (Figure 2). 
The share of credit enhancement operations in ADB’s overall operations also grew during 
2007‒2014 to 4.1%. Guarantees made up 1.8% and syndications 2.3% of total ADB operations, 
with syndication volumes growing faster than guarantee amounts. Guarantees remain a 
marginal financing instrument for ADB, accounting for 2.5% of total approved ADB financing 
from OCR and Special Funds during this period. At the same time, the relative importance of 
syndications and risk transfers in total commercial cofinancing mobilized by ADB increased, 
peaking at 62% in 2014.8  
 
8. The role of CEPs has been most pronounced for NSO and the share of transaction 
volumes anchored by NSO significantly increased after 2006 to 100% for syndications and 72% 
for guarantees. Thirty-eight of 99 ADB-financed infrastructure NSO transactions approved since 
1983 received credit enhancement from ADB (in the form of 28 B-loans and 10 guarantees) 
indicating the importance of CEPs in structuring financing for such projects.9 Guarantees have 
been crucial in bringing about pioneering private sector infrastructure investments in the 
respective recipient countries (Bangladesh, Lao PDR, Myanmar, Pakistan, Sri Lanka, 
Uzbekistan and Viet Nam), while  B-loans have been a key feature of ADB’s infrastructure NSO 
in the People’s Republic of China and Thailand. Commercial cofinancing was also important for 
earlier industrial investments by ADB, whereas CEPs played a minor role in the finance sector 
NSO—only 11% either involved CEPs (mainly guarantees for securitizations) or comprised 
dedicated credit enhancement and risk participation operations. In comparison, CEPs’ role in 

                                                
6
 ADB adjusted documentation standards for risk transfers and aggregated risk transfer limits for sovereign and 

nonsovereign operations to expand risk transfer and provide headroom relief. Approval of various procedures 
related to B-loans are being delegated from the Board to management with similar changes being considered for 
unfunded risk transfers. A relaxation of practices for sovereign backed-guarantees is under preparation. To 
encourage the provision of local currency guarantees in frontier economies, ADB introduced a special 1% limit of 
its statutory total equity for unhedged local currency guarantee operations. 

7
  ADB. 1982. Co-Financing with Commercial and Export Sources. Manila (R89-82); ADB. 1987. The Bank’s 

Guarantee Operations. Manila (R140-87); ADB. 1992. Review of the Bank’s Guarantee Operations. Manila 
(Working Paper 4-92); ADB. 1995. The Bank’s Cofinancing Strategy. Manila (R80-95); ADB. 1995. Review of the 
Bank’s Guarantee Operations. Manila (R81-95); ADB. 1999. Review of the Bank’s Guarantee Operations. (R135-
99); ADB. 2000. Partial Credit Guarantee Charges. Manila (R88-00); ADB. 2000. Review of the Partial Risk 
Guarantee of the ADB. Manila (R299-00); ADB. 2005. Pilot Financing Modalities and Instruments. Manila (R194-
05) (IEI Paper); ADB. 2006. Review of ADB’s Credit Enhancement Operations. Manila; and ADB. 2009. Private 
Sector Development and Nonsovereign Operations–A Model for Improved Strategic Alignment, Interdepartmental 
Collaboration, Development Effectiveness, and Risk Management (Doc. IN.87-09). 

8
 The bulk of commercial cofinancing during 2007‒2014 was mobilized through the TFP (accounting for 52%) and 

parallel financing (33%), with syndications and risk transfers accounting for 15%. 
9
 Project and CEP numbers exclude cancellations. 
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ADB’s public sector (sovereign) operations was negligible across all sectors. Only 12 of several 
hundred projects approved between 1983 and 1993 had B-loans and none thereafter. Nineteen 
guarantees were approved in conjunction with 18 public sector projects, mostly for backing 
payment obligations of state energy companies under bond issues or commercial bank loans, 
and credit exposures of international commercial creditors to private and state-owned financial 
institutions providing SME and export finance.  
 

Figure 2 

 

 Source: Independent Evaluation Department 

 
9. Guarantees. During 1988–2014, 46 guarantees with a total value of $5.6 billion were 
approved (see Table 1).10 The number of guarantee issued per year increased after the 
approval of new policy frameworks in 1999 and 2006, and averaged 2.4 new guarantees during 
2007‒2014. According to both, approval numbers and volumes, PCGs have continued to 
dominate in terms of guarantee type, although their share in overall guarantee operations has 
been declining. Nineteen guarantees were made in conjunction with sovereign operations, 24 
with PSO and 3 with NSO public.  
 
 
 
 
 
 
 
 
 

                                                
10

 This amount does not include the Supply Chain Guarantee Program of up to $200 million approved in 2012 and the 
TFFP approved in 2003 and expanded in 2009 to up to $1 billion, which are not shown in ADB’s database or 
financial statements as guarantees despite effectively containing guarantee facility components.  
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Table 1: Credit Enhancement Products (CEP) Approvals by Numbers and Amount, 1983-2014 
 

Item 

Syndications Guarantees 

TOTAL 
B-
loans 

Risk 
Transfer 

Guarantee 
Cofinancing Subtotal PCG PRG Subtotal 

Number of Transactions 68 3 2 73 30 16 46 119 

   SO anchored 13 0 0 13 15 4 19 32 

   NSO anchored* 55 7 2 64 15 12 27 91 

      -with counter-guarantee 
    

0 2 2 2 

      -without counter-guarantee 
    

15 10 25 25 

         
Approved Amounts ($ million) 4,636 239 103 5,034 3,980 1,647 5,627 10,662 

   SO anchored 316 0 0 316 2,460 725 3,185 3,501 

  NSO anchored* 4,320 295 103 4,718 1,521 922 2,443 7,161 

      -with counter-guarantee 
    

0 122 122 122 

      -without counter-guarantee         1,521 800 2,321 2,321 
NSO = nonsovereign operations; PCG = partial credit guarantee; PRG = political risk guarantee; SO = sovereign operations. 
Note: blank = not applicable; * includes 2 NSO-public 
Source: Independent Evaluation Department. 

 
10. Although average annual approved guarantee amounts increased over the years to 
$341 million during the period 2007‒2014, cancellations also went up substantially. Seventy 
percent of the amounts approved during 2007‒2014 had been cancelled as of 31 December 
2014, so that net guarantee volumes were lower for 2007‒2014 approvals than for 2000-2006 
approvals (see Table 2). Overall, cancellation levels have been the highest for transactions 
made in conjunction with nonsovereign public sector activities (NSP)11—at 94% of guarantee 
volumes approved since 1987—followed by 62% and 50% for guarantees approved in 
conjunction with sovereign and private sector operations, respectively. Six out of 16 approved 
PRGs were cancelled (and 69% of approved amounts) and 7 out of 30 PCGs (and 55% of 
approved amounts).  
 

Table 2: Average Annual Approved ADB Guarantee Amounts by Approval Period ($ million) 
 

 1987‒1995 1996‒1999 2000‒2006 2007‒2014 TOTAL period 
Average Annual Approval 
Amount 

31.5 266.3 225.7 341.2 201.0 

Status as of 31 Dec. 2014      

  Outstanding  15.8     0.0   93.6  83.5  52.3 
        partially cancelled        0.0        0.0        1.3 17.9       5.4 
  Expired/Matured  12.3 266.3   76.5  12.5  64.7 
        partially cancelled        0.0     200.0        32.0 0.0       36.6 
  Non-effective    0.0     0.0     0.0  22.9   6.5 
  Cancelled in full   0.0     0.0   55.7 222.4  77.5 
      

Total net of cancellations* 31.5   66.3 136.8 101.0  81.5 
Note: * Includes both, full and partial cancellations.  
Source: Independent Evaluation Department 

 
11. Guarantees were approved for projects in 17 countries with India, Pakistan, the 
Philippines and Thailand together accounting for more than half of committed volumes. 
Guarantees in India and Pakistan, as well as Azerbaijan, Uzbekistan and Viet Nam had the 
highest cancellations levels. Group A (ADF only) countries accounted for less than 4% of 
approved guarantee amounts.  
 

                                                
11

 NSP public refers to non-Government guaranteed ADB financing of nonsovereign public sector entities, such as 
state-owned, subsovereign, and quasi-sovereign entities. 



6  
 

 

6
 

 

12. In terms of underlying investments, most guarantees supported infrastructure projects, 
particularly private power generation investments, while many of the remaining guarantee 
transactions sought to facilitate financing for micro, small and medium-sized enterprise 
(MSMEs).  

 
13. Syndications. During 1983‒2014, ADB approved 55 B-loans for $4.3 billion in 
conjunction with its NSO, as well as 13 B-loans for $316 million in conjunction with its public 
sector (sovereign) projects (Table 1). Of this amount, $1.4 billion under more recent facilities 
have not yet been signed or disbursed and another $1.1 billion (all NSO with the exception of 
one NSP) have been cancelled mainly due to cancellation of the associated A-loan. Of the $2.8 
billion in B-loan facilities approved post 2006, 27% have been cancelled. While B-loan 
approvals increased substantially after 2006 compared to earlier years—peaking at $425 million 
in 2008 when they accounted for 3.3% of ADB’s operations—volumes stagnated at $200 million 
per year (or 0.9% of ADB’s total financial operations) during 2010‒2013 before significantly 
increasing to $858 million in 2014.  
 
14. B-loan facilities were approved for projects in 15 DMCs, with projects in the People’s 
Republic of China, Indonesia and India accounting for 85% of total approved B-loan funds. Forty 
percent of approved projects with B-loans were energy projects, 22% water projects, 20% 
transport and telecommunications projects, and the remainder supported industry investments, 
infrastructure financing and leasing facilities. Most actual B-loan funding originated from 
commercial financial institutions in Asia, with commercial banks in Japan (29%); Taipei,China 
(9%); and Korea (8%) being major partners.  
 
15. After 2009, ADB undertook two guarantee cofinancings with a value of $103 million, and 
seven risk transfer arrangements with a total value of $295 million for projects in energy and 
finance.  
 
16. Available evaluation findings. No systematic evaluation of ADB’s credit enhancement 
operations has been undertaken. The proposed corporate evaluation study (CES) will address 
this gap. Existing evaluation findings are limited to a corporate evaluation of the Trade Finance 
Program,12 which has substantial guarantee components and individual transactions. With 
regard to the B-loans, available (self) evaluations and validations usually assessed the 
underlying transactions, which were generally above comparable project success rates for 
nonsovereign and public sector projects without such commercial co-financing.  The success 
rate for Infrastructure projects involving guarantees was slightly lower than average project 
success rates in these sectors. Guarantees for SME financing facilities have not been 
successful.  
 

III. CORPORATE EVALUATION STUDY 
 
A. Objective  

17. Based on an assessment of ADB’s past credit enhancement operations, market needs, 
supply and practices including that of other IFIs, the corporate evaluation study (CES) will 
determine how ADB’s use of CEPs can be increased to help mobilize private commercial 
financing to complement the anticipated expansion in ADB’s development investments following 
the OCR-ADF merger. The study will identify changes (in terms of CEP product range, focus, 
and features; underlying policy principles; business processes; pricing; management of 

                                                
12

 IED. 2014. ADB Trade Finance Program. Manila 
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associated risks; institutional support, resources, and incentives; and business models) that 
ADB should consider to promote CEPs and enhance their development impact considering their 
potential and limits for use within public sector operations and NSO.  
 
B. Evaluation Scope and Approach 

18.  The CES will analyze the benefits of CEPs and the circumstances under which their 
deployment is most appropriate. The potential of credit enhancements for increased 
development impact will be assessed through literature review and market analysis. Emphasis 
will be on CEP support for infrastructure investment in the Region including, among others, 
through public private partnerships; its role in (re)connecting countries to international market 
financing and in facilitating SME and climate financing. The CES will also look to review the 
mechanisms by which such impacts can be achieved and their inherent limitations. It will 
attempt to study the need for credit enhancement by credit and country risk levels; broad project 
types, sector, size, and financing modality; and the origin and capacity of project sponsors and 
financiers.  
 
19. To help ascertain effective demand for CEPs, the team will conduct structured interviews 
and standardized surveys of stakeholders. Relevant parties would include: private project 
sponsors, companies and commercial financial institutions in developed and developing 
member countries of ADB that are actual and potential clients of credit enhancement 
instruments, the Berne Union (a consortium of other providers of political risk insurance), 
brokers of political risk insurance, multilateral providers of guarantees and other credit 
enhancement products, national export credit agencies, and sovereign guarantee users and 
guarantors.  
 
20. Trends in the market provision of credit enhancements will be assessed based on an 
analysis of pertinent data sources such as LoanWare, market reports, Thomson Reuters, 
Bloomberg and Berne Union data. Based on the foregoing analysis of supply and demand, the 
CES will seek to identify market gaps and their causes. Among others, it will assess the extent 
the perceived lack of private infrastructure investment in the Asia Pacific-Region is due to a lack 
of suitable credit enhancement. 
 
21.  The CES will then review ADB’s past credit enhancement operations (with focus on post 
2006 operations) and determine their relevance, responsiveness and results with regard to 
mobilizing private investment and capital flows to developing countries for greater development 
impact (Table 3). Although this review will be organized according to standard corporate 
evaluation criteria, it is not planned to assign an overall evaluation rating given the study 
objectives. The main purpose of such a comprehensive assessment of past CEP operations is 
to identify lessons for future ADB operations. The detailed evaluation framework is shown in 
Attachment 1. 
 
22. The CES will cover ADB’s credit enhancement operations  including guarantee and 
syndication operations in conjunction with both, sovereign and nonsovereign projects. To 
ensure the applicability of evaluation findings for future credit enhancement transactions, special 
attention will be paid to operations approved under the 2006 policy. Planned operations and 
strategic shifts, particularly in regard to the greater emphasis on risk transfers following the MTR 
review of Strategy 2020 will also be considered. Earlier operations will be reviewed as 
appropriate and feasible, to help understand how different policy frameworks, institutional set-
ups, and market conditions affected the use and development results of CEPs.  
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Table 3: Evaluation Approach 

Evaluation 
Criteria 

Assessment Areas Evaluation Activities 

Relevance   Potential contributions of credit enhancement towards increasing 
development impact (e.g., leverage and catalytic effects for infrastructure 
investments and climate and SME financing, (re)connecting countries to 
capital markets incl. risk mitigation during economic crisis)   

 Role of credit enhancement operations in ADB strategies, particularly  for 
infrastructure support incl. PPPs and commercial cofinancing 

 Trends and perceived gaps in the provision of CEPs in commercial markets 
and across IFIs 

 Comparison of ADB direct and indirect credit enhancement operations with 
market gaps (in terms of instrument, sector, type and size of underlying 
investment, public/private, recipient countries, regulatory and macro-
conditions, credit and country risk ratings, currency, partners);  

 Demand factors explaining the level of ADB’s credit enhancement 
operations, with special focus on period since 2007 

 Causes of low utilization and cancellations of approved guarantees 

 Literature review on linkages between credit enhancement, private sector 
investment and other development outcomes 

 Content analysis of relevant ADB corporate strategy and policy documents 

 Interviews with relevant ADB staff 

 Identification of market trends and gaps through stakeholder surveys, 
feedback from key market informants and analysis of market data 

 Review of government regulatory and institutional conditions for CEPs  

 Detailed analysis of pattern of CEP use based on information of ADB 
databases, and  “mapping” of ADB credit enhancement operations against 
identified market gaps 

 Review of project approval documents for approved CEP transactions 

 Review of ADB’s indirect support for credit enhancement through 
specialized institutions  

 Analysis of cancellation requests 

Responsiveness  Responsiveness of ADB’s CEP policies, products, business processes, and 
pricing to market demands 

 Supply factors explaining the level of ADB’s credit enhancement operations, 
particularly since 2007 incl. any ADB institutional and policy constraints and 
the likely impact of credit enhancement operations on ADB’s risk profile 

 Desk review of ADB’s CEP policy documents, administrative guidance, risk 
management practices, institutional set-up, and incentives, and monitoring 
and reporting systems. 

 Desk review of relevant processing and administration processes and 
documents 

 Desk review of relevant legal documents 

 Desk review of credit enhancement products and operations of other 
multilateral/bilateral providers 

 Literature review of credit enhancement instruments used to support of 
private infrastructure  investments and climate finance  

 Literature review of good practice standards 

 Interviews with and surveys of project sponsors and financiers, commercial 
CEP providers and relevant PSOD staff 

 Staff survey 

 Analysis of client requests 

Results  Effectiveness of ADB’s credit enhancement operations in mobilizing 
commercial financing for supported projects and programs and bringing 
projects to financial close 

 Contributions of  ADB’s credit enhancement operations towards other 
envisaged operational objectives such as instilling market discipline in ADB 
operations and freeing up capital headroom, or mobilizing additional 
investment, trade, and capital flows for developing countries (e.g., by 
(re)introducing borrowers to commercial markets including after economic 
crisis, proving the feasibility of innovative financial structures, contributing 
towards policy dialogue on improving conditions for dispute resolution, or 
lowering market risk perceptions and financing costs and improving other 
financial terms) 

 Profitability of credit enhancement operations for ADB 

 Desk review of available evaluation findings 

 Desk review of project monitoring reports, CEP administration documents 
and monitoring reports, and completed operations 

 Interviews with selected CEP users and ADB operational staff 

 Review of investment and commercial financing market trends in assisted 
countries 

 Analysis of CEP pricing margins, administrative costs and efficiencies, and 
claims experience    

ADB = Asian Development Bank, CEP = credit enhancement products, PPP = public-private partnerships, PSOD = Private Sector Operations Department, SME = small 
and medium-sized enterprise. 
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23. Based on detailed portfolio analysis, the CES will try to show to what extent ADB has 
helped address market gaps. CEP relevance at the project level will be analyzed considering 
potential for development outcomes and the suitability of CEP structures and arrangements for 
achieving resource mobilization and other objectives. The CES will seek to ascertain whether 
ADB could have done more to facilitate development impact through CEPs considering market 
conditions and internal restrictions.13 
 
24. The structured interviews and standardized surveys of stakeholders will also be used to 
determine the responsiveness of ADB’s credit enhancement products, processes, and pricing to 
meet market needs. Apart from obtaining stakeholder feedback, the CES will compare ADB’s 
credit enhancement operations including policies, business models, products, processes, 
pricing, institutional set-up, staffing, resources and incentives, and  related operational and 
financial performance to comparable multi-lateral organizations such as the World Bank Group 
and commercial providers to help ADB identify areas for improvement.14 This will involve 
interviews with these institutions, as well as a desk review of relevant documentation. Actual 
CEP structures and arrangements used by ADB will be assessed against established good 
practices.  

 
25. To help determine the adequacy of ADB’s organizational structure, resources, business 
and risk management processes and incentives for the use of CEPs, IED will solicit staff views 
of relevant staff in PSOD, Regional Departments, Office of Risk Management, the  Strategy and 
Policy Department and the Treasury Department through structured interviews. 
 
26. The CES will assess development contributions of projects facilitated through CEPs and 
identify factors for CEP success or failure in achieving their objectives based on a review of 
project documents, monitoring reports, extended annual review reports (XARRs) and existing 
IED evaluations and validations of development impacts and ADB additionality for projects that 
included credit enhancement. As existing (self)-evaluation reports, particularly for infrastructure 
projects, have not explicitly focused on value addition provided by the CEP, information 
obtained from such reports will be complemented by feedback obtained from project sponsors 
and PSOD staff, as well as other relevant sources. 
 
27. Although not its focus, the CES will also review the relevance and preliminary results of 
ADB’s support for indirect private and public/multilateral credit enhancement mechanisms such 
as national infrastructure guarantee funds, the Credit Guarantee and Investment Facility (which 
provides guarantees for local currency-denominated bonds issued by companies in the Region), 
or specialized MSME guarantee providers and assess the potential role of such mechanisms 
and related ADB support in mobilizing commercial funds in comparison to ADB’s direct provision 
of credit enhancements. 
 
C. Limitations 

28. The implementation of the planned surveys will depend on the cooperation and 
responsiveness of relevant stakeholders. There is a risk that non-responsiveness will reduce the 

                                                
13

 One of the areas that will be assessed is whether regulatory constraints or lack of government familiarity with CEPs 
affected utilization levels, and if so, whether ADB sought to address such issues.  

14
 With regard to the credit enhancement operations of other IFIs, particular emphasis will be on their experience with 
policy-based guarantees (the World Bank), the Managed Co-Lending Portfolio Program (IFC), and Project Bonds 
Credit Enhancement  (European Investment Bank), and their potential for adoption by ADB. It will also be assessed 
to what extent funding from non-commercial sources, particularly funds with climate finance objectives, can be 
used for credit enhancement.  
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validity of the robustness of evaluation findings. Also, for older transactions, there might be little 
institutional memory left or documentation available. IED will seek to contact former ADB staff 
for feedback. 
 
D. Resource Requirements, Schedule, and Dissemination 

29. An IED team comprising one international staff (Nathan Subramaniam), one national 
officer (Noel Gamo), and one administrative staff (Irene Garganta), will work on the proposed 
CES. The IED team will be supported by a team of consultants that include: (i)  one international 
loan syndication expert; (ii) one international  commercial guarantee expert; (iii) one 
international project finance expert; and (iv) up to two local consultants with financial services 
expertise, who will support IED staff in the assessment of syndication and guarantee market 
data and the implementation of surveys of private sector sponsors and financiers. 

 
30. The report will be internally and externally peer reviewed.  
 
31. The indicative timeline for CES preparation is as follows: 
 
Activity Schedule 

Approval of Evaluation Approach  Paper II August 2015 
Desk Review Phase (by IED staff) June to October 2015 
Surveys, Interviews and Additional Desk Review by Consultants October 2015 to April 2016 
Submission for Peer Review  IV May 2016 
Submission for Interdepartmental Review  III June 2016 
DG-level meeting I Aug 2016 
DG, IED Approval IV August 2016 

 
32. This evaluation approach paper and the final CES report will be made available to the 
public following IED Director General approval.  
 
 
Attachment: 
1. Evaluation Framework 
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EVALUATION FRAMEWORK 
 

Evaluation 
Criteria 

Evaluation Question Evaluation Activities Data Sources 

Relevance  How can credit 
enhancement operations 
facilitate development 
impacts? How critical is 
credit enhancement for 
specific types of 
underlying transactions?  

Literature review on 
linkages between credit 
enhancement operations, 
capital flows, private 
sector investment and 
other development 
outcomes. 

Theoretical and empirical 
literature, evaluation 
findings. 

What role have credit 
enhancement operations 
played in ADB’s corporate 
strategies, particularly 
with regard to promoting 
infrastructure 
development and 
commercial co-financing?   

Content analysis of ADB 
corporate strategies and 
policy documents.  

2006 Policy Review on 
Credit Enhancement and 
preceding policy 
documents, 2000 PSDS, 
2006 revised strategic 
framework for PSD, MTR 
review of Strategy 2020; 
CPS documents; other 
relevant strategy 
documents (e.g., PPP 
operational plan). 

What kind of credit 
enhancement has been 
available in the market? 
What have been recent 
product developments 
and market trends? 
 
 
 
Where are gaps in the 
provision of CEPs from 
commercial and official 
providers? 
 

Analysis of market trends 
for guarantee products and 
loan syndications. 
 
Literature review and 
interviews with providers 
on CE instruments and 
structures 
 
Survey of and structured 
interviews with private 
project sponsors and 
financiers to ascertain 
market demand and 
supply gaps. 

Analysis of market 
databases including 
LoanWare, market reports, 
Thomson Reuters, 
Bloomberg and Berne 
Union data. 
 
Interviews with key market 
informants. 
 
Survey of market 
participants. 

What has been the nature 
and level of ADB credit 
enhancement operations?  
Has ADB been 
addressing market gaps?  
 
 
 
 
 
 
 
 
 
 
 
 
What has been the actual 
level of demand for ADB 

Detailed analysis of 
pattern of CEP use 
(instrument, sector, type 
and size of underlying 
investment, public/private, 
recipient countries, 
regulatory and macro-
conditions, credit and 
country risk ratings, 
currency, partners). 
 
Mapping of ADB direct and 
indirect credit 
enhancement operations 
against identified market 
gaps. 
 
Review of project 
origination process and 

ADB project databases 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Interviews with relevant 
PSOD and former OCO 
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Evaluation 
Criteria 

Evaluation Question Evaluation Activities Data Sources 

CEPs and what have 
been the key drivers?  
 
 
 
 
 
What factors have 
determined the actual 
utilization of approved 
ADB credit 
enhancements?  
 
Why have approved 
guarantees been 
cancelled? 

investment proposals 
received by ADB.   
 
Interviews with and 
surveys of actual and 
potential users of CEPs. 
 
Review of project 
administration documents 
 
 
 
 
Review of project 
administration documents 
for cancelled guarantees. 
 
Feedback from project 
sponsors/financiers and 
ADB staff associated with 
cancelled guarantees. 

staff.  
 
 
Interviews with key market 
informants and survey of 
market participants. Project 
administration documents 
for cancelled transactions. 
Feedback from project 
sponsors. 
 
 
 
Monitoring reports and 
communication from private 
sector guarantee recipients. 
 
Telephone interviews with 
relevant sponsors and 
financiers.  
 
PSOD and former OCO 
staff dealing with CEPs or 
managing projects with 
cancelled CEPs. 

Was the design of 
individual credit 
enhancement transactions 
conducive towards 
achieving their objectives?  

Desk review of project 
approval, legal, and pricing 
documents for approved 
CEP transactions 
 
 
Interviews with 
stakeholders 

Approval, legal and pricing 
documents for 48 
guarantees and 73 
syndications approved from 
1983-2014 
 
Relevant ADB staff and 
project sponsors 
 

Responsiveness Have ADB CEP policies, 
products, business 
processes, and pricing 
principles been 
responsive to market 
expectations and 
conditions? What supply 
factors explain actual 
levels of ADB’s credit 
enhancement operations? 
 

Structured interviews with 
and surveys of project 
sponsors and financiers 
 
Desk review of project 
approval, administration 
and legal documents for 
CEP transactions 
 
Desk review of relevant 
business processes. 
 
 
 
 
 
Desk review of ADB’s CEP 
policies, institutional set-up 
and incentives, risk 
management practices, 

Interviews with key market 
informants and survey of 
market participants.   
 
Standard administration 
and legal documents, as 
well as sample of  
guarantees and 
syndications approved from 
1996–2014 
 
Relevant OM sections and 
other administrative 
guidance provided, as well 
as feedback from staff. 
 
2006 Policy Review on 
Credit Enhancement and 
preceding policy 
documents. 
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Evaluation 
Criteria 

Evaluation Question Evaluation Activities Data Sources 

and monitoring and 
reporting systems. 
 
 
 
 
 
 
 
 
Review of ADB staff 
incentives, attitude  and 
skills with regard to CEP 
use 
 
Review risk profile of 
ADB’s guarantee portfolio 
and try to assess the 
potential impact of 
providing credit 
enhancement on ADB’s 
risk profile. 
 
Literature review of good 
practice standards. 
 
Comparison CEP 
structures and 
arrangements with 
established good 
practices.  
 

 
Feedback from relevant 
ADB staff in ORM, 
Treasury, RDs, PSOD 
 
Review of DMFs and 
project monitoring reports 
for approved transactions 
involving CEPs. 
 
Staff interviews 
 
 
 
 
Portfolio information and 
ORM reports 
 
 
 
 
 
Berne Union, Asia Pacific 
Loan market association 
(APLMA)Loan Market 
Association (LMA) in 
London, the Loan 
Syndications and Trading 
Association (LSTA), others 
and available research on 
relevant topics. 

Results How effective have ADB’s 
credit enhancement 
operations been in directly 
facilitating investment, 
trade and capital flows to 
developing countries 
within supported projects? 
How instrumental were 
ADB’s credit 
enhancement transactions 
in bringing projects to 
financial close? 
 

Desk review of available 
evaluation findings 
 
Desk review of project 
monitoring reports, CEP 
administration documents 
and monitoring reports, 
and completed operations 
 
Structured interviews with 
selected CEP users and 
ADB operational staff 

Available evaluation or 
monitoring reports for NSO 
and public sector projects 
with CEPs approved from 
1983–2014.  
 
 
 
 
Key market informants and 
relevant ADB project 
officers. 

 Have ADB’s credit 
enhancement operations 
contributed towards other  
operational objectives 
such as instilling market 
discipline in ADB 
operations and freeing up  
capital headroom, or 

Desk review of available 
evaluation findings 
 
Desk review of project 
monitoring reports, CEP 
administration documents 
and monitoring reports, 
and completed operations 

Available evaluation or 
monitoring reports for NSO 
and public sector projects 
with CEPs approved from 
1983–2014.  
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Evaluation 
Criteria 

Evaluation Question Evaluation Activities Data Sources 

produced other beyond 
project development 
outcomes such as 
facilitating private 
investment including 
through public private 
partnerships (PPPs), 
(re)introducing borrowers 
to commercial markets,  
mobilizing financing for 
countries beyond the 
supported credit 
enhancement transaction, 
contributing towards 
policy dialogue on 
improving conditions for 
dispute resolution, or 
lowering project financing 
costs and improving other 
financing terms? 

 
Structured interviews with 
selected CEP users and 
ADB operational staff 
 
Review of relevant market 
data and 
investment/capital flows  
 

 
Key market informants and 
relevant ADB project 
officers. 
 
Relevant data sources such 
as World Bank PPI 
database, LoanWare, 
market reports, Thomson 
Reuters, Bloomberg. 

 How profitable of ADB 
credit enhancement 
operations been?  

Analysis of CEP income, 
pricing margins, 
administrative costs, and 
claims. 
 

PSOD, COSO and 
Treasury databases 

Recommendations What changes, if any, in 
terms of product range, 
focus and features, 
processes, pricing; 
underlying policy 
principles; management of 
associated risks; business 
model; institutional 
support, resources,  and 
incentives, should ADB 
consider to increase the 
development impact of its 
credit enhancement 
operations considering 
their potential and limits 
for use? 

Interviews with and 
surveys of project 
sponsors and financiers. 
 
Feedback from relevant 
ADB staff 
 
 
Desk review of credit 
enhancement operations 
of other 
multilateral/bilateral 
providers. 
 
 
 
 
 
Review of other evaluation 
findings to identify lessons. 

Interviews with key market 
informants and survey of 
market participants.   
 
PSOD and former OCO 
staff dealing with CEPs or 
managing projects with 
CEPs. 
 
Relevant policy and 
operational documents, 
progress reports, annual 
reports, and structured 
feedback from World Bank 
Group, EIB, regional 
development banks, and 
bilateral institutions. 
 
See above. 

ADB = Asian Development Bank, CEP = credit enhancement product, CPS = country partnership strategy, NSO = 
nonsovereign operations, OCO = Office of Cofinancing, PPP = public-private partnership, PSOD = Private Sector 
Operations Department, SME = small and medium-sized enterprises. 

 


