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A. Introduction 

 
1. This evaluation approach paper (EAP) presents the background, issues to be addressed 
and the proposed approach and schedule for the evaluation of ADB’s support to bond market 
development in the ASEAN+3 region through its regional technical assistance (TA) grants. 
Several TA grants were administered by ADB since 2003 with the common goal of achieving 
efficient and effective domestic and regional bond markets. The technical assistance was in 
response to requests made by the working groups of the Asian Bond Markets Initiative (ABMI).  
 
2. This evaluation will consider seven TAs as a cluster, all contributing toward the 
establishment of markets and related infrastructure for cross border investment and trading in 
bonds. The resulting TA performance evaluation report (TPER) will feed into the thematic 
evaluation study on ADB’s efforts on Regional Cooperation and Integration (RCI).  

 
B. Background  
 
3. A strong need for local currency bond markets was felt in the aftermath of the Asian 
Financial Crisis in 1997/98 that affected most of Southeast Asia. The crisis was in part caused 
by currency and maturity mismatches resulting from long term investments in local currencies 
being met by short term foreign currency borrowing. The Asian Bond Markets Initiative (ABMI) 
was launched in 2003 by the ASEAN+3 finance ministers to accelerate the development of 
efficient and liquid bond markets in the region. Other regional cooperation initiatives started in 
response to the crisis included policy dialogue to strengthen regional surveillance and crisis-
prevention and the Chiang Mai Initiative to provide short-term liquidity support through swap 
arrangements.  

 
4. Liquid and efficient local currency bonds will allow the government and corporate sector 
to borrow for longer maturity periods in local currency and avoid twin mismatches of currency 
and maturity. These bond markets can also help channel regional savings to finance the large 
infrastructure needs in the region. Development of these markets will also help reduce the 
overdependence on bank borrowing and diversifying financial risks. 

 
5. ABMI deals with the four building blocks for bond market development: demand, supply, 
regulation and market infrastructure. The Asian Bonds Online (ABO) website e.g. provides data 
and analysis on local currency (LCY)-denominated government and corporate bond markets in 
the region, as well as information on economic and legal environments. By increasing 
transparency and by providing timely information to investors it seeks to promote demand for 
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LCY denominated bonds and facilitate cross-border investment in these bonds. The credit 
guarantee and investment facility (CGIF) focuses on the supply side, aiming to facilitate the 
issuance of local currency denominated bonds by a wide variety of issuers. 

 
6. The ASEAN+3 Bond Market Forum (ABMF) established in 2010, is expected to 
contribute to the improving of the regulatory framework and to the establishment of a regional 
settlement and clearance system so that bond markets function well through integration of 
markets and harmonization of market practices. 
 
C. Description of the TAs 
 
7. The TAs considered for this evaluation share a common goal of developing efficient and 
effective regional bond markets and related market infrastructure in ASEAN+3 countries. These 
TAs cover supply, market infrastructure and regulatory aspects of bond market development 
(Table 1). TA 6127 and TA 6373 deal with establishment of credit guarantee mechanisms to 
accelerate the development of domestic and regional bond markets. TA 6244 and TA 6341, aim 
to help develop respectively regional multi-currency and basket currency bond markets to 
enable cross-border issuance and investment in regional bonds. TA 6161 and TA 6338, relate 
to regional settlement infrastructure aimed at helping establish cross border clearing and 
settlement systems and minimizing foreign exchange settlement risk. TA 6514 is on 
standardization of market practices and harmonization of regulatory standards for bond 
issuance in individual countries. 

 
8. Correspondingly, the expected outcomes of the TAs included enhanced credit to 
structured financing for infrastructure through credit guarantee mechanisms; increased volume 
of cross-border bond issuance and investment in Asian currencies; increased number of issuers 
and investors accessing ASEAN+3 bond markets due to lower forex settlement risks; and 
harmonized standards in secondary government bond markets and corporate bond markets. 
One of the TAs (TA 6373) was rated highly successful and the remaining six TAs were all rated 
successful by the TA completion reports.  

 
D. Major Findings of TA Completion Reports (TCRs) 
 
9. TA 6127 considered different options including the establishment of a new institution for 
improving the credit guarantee mechanisms to support the development of domestic and 
regional bond markets. The study concluded that the initial capital requirement would be high 
with a low expected return on capital, making commercially unviable. The follow up TA 6373 
examined further the issue of the credit guarantee and investment mechanism (CGIM) and 
came to the conclusion that CGIM should be a trust fund of ADB. The name was changed later 
to Credit Guarantee and Investment Facility (CGIF) to give a better indication of its functions. 
Technical meetings helped build consensus among ASEAN+3 member countries to proceed 
further with the establishment of CGIF. 
 
10. The study under TA 6244 found that potential issuers were interested in multicurrency 
bonds as a hedging tool form a perspective of currency matching since their revenues were in 
foreign currency and expenses in local currency. The study also found that even if the bond is 
structured well in theory, it needs to be tested in real world on a pilot basis to see what problems 
may be encountered in practice and learn from the experience. TA 6341 finds that there are 
instructive lessons for ASEAN+ 3 in the European Union’s (EU’s) experiences with bonds 
denominated in the European currency unit (ECU). Important factors for market efficiency are 
support from governments and regular issuance of basket currency bonds to provide sufficient 
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liquidity. Information sharing and dissemination are important in situations where available 
market information is asymmetrical and non-transparent. 
 
11. TA 6161 found that low-cost, low risk infrastructure is the main driver for market 
participants and successful market infrastructure development needs buy-in from market 
participants, who seek an optimal balance between cost and risk. TA 6338 emphasized the 
need for the ABMI to jump start the process of putting in place an appropriate regional 
settlement infrastructure due to the rapid growth in the ASEAN+3 bond market in recent years. 
It also suggested that such an infrastructure should draw in the private sector as a catalytic 
participant. 
 
12. TA 6514 suggested that in the absence of a supranational institution to pursue 
standardization of regulations and market practices the process is likely to be slow and may 
require policy dialogues on a continued basis addressing the issues in a step by step approach 
starting from technical issues towards more serious policy and regulatory challenges. 
 
E. Evaluation Purpose and Approach 
 
13. The objective of the proposed Technical Assistance Performance Evaluation Report 
(TPER) is to assess the performance of seven regional technical assistance (RETA) grants 
provided by ADB to the ASEAN+3 countries in the development of regional bond markets. 
Lessons from experiences of implementing these TA grants would serve to improve ADB's 
future operations in the ASEAN countries as well as in other sub regions of developing Asia. 
 
14. The following approaches will be used in the evaluation: 
 

(i) reviewing existing literature and other information, including TA documents; and 
back-to-office reports of TA review missions;  

(ii) interviews with government officials and other stakeholders. 
 
15. The evaluation would verify the outputs of each of the TAs and review the progress 
made towards achieving the intended outcomes and impacts and comment on what further 
actions are required to achieve the stated goal of efficient and effective regional bond markets.  
 
16. The evaluation mission will meet with relevant stakeholders to elicit their views on the 
usefulness of these TAs and obtain feedback on progress made and the constraints faced in the 
development of bond markets in the region. For this purpose a mission is proposed to be 
undertaken to the ASEAN secretariat in Jakarta. 
 
17. Based on the findings and discussions, the performance of the TAs is assessed using 
the following criteria as defined in ADB’s evaluation guidelines: (i) the relevance, effectiveness, 
and efficiency in achieving outputs and outcomes, sustainability of outcomes, and the 
institutional development and other socio-economic impacts of the TAs; and (ii) the performance 
of ADB and the executing agencies. Key issues and lessons to guide future ADB operations will 
be identified. This evaluation will also contribute to the thematic evaluation study on ADB’s 
efforts on regional cooperation and integration.  
 
F. Issues to be Addressed by the Independent Evaluation Mission (IEM) 
 
18. The TAs selected for this evaluation relate to several important aspects of bond market 
development such as effective linkage of bond clearing and settlement mechanisms in the 
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region and low forex settlement risks across ASEAN+3 markets. The TPER will rate the 
relevance, effectiveness, efficiency, and sustainability of the individual TAs in accordance with 
the guidelines and identify lessons with recommendations. In addition, the following issues will 
be discussed with different stakeholders: 
 

(i) Has ADB support for regional bond market development been timely or 
premature considering the state of economic and financial market development 
and integration in the ASEAN plus 3 regions?  

(ii) Has support for the various regional bond market assessment areas been 
sequenced in a logical manner?  

(iii) Have there been sufficient linkages between supported regional initiatives and 
ADB’s country-level policy dialogue and operations?  

(iv) How effective has the ABMI mechanism been in advancing the policy agenda 
and acting on TA recommendations?  

(v) Is CGIF adequately capitalized to catalyze market development? 
(vi) Regional cooperation is crucial in streamlining regulations and market practices 

and reducing transaction costs and increasing the size of bond market. What role 
can ADB play in pursuing the goal of standardization of regulations and market 
practices? 

 
19. Findings on these issues can help guide future directions of ADB’s support for regional 
bond market development. 
 
G. Resource Requirements and Schedule 
 
20. The Independent Evaluation Team will comprise of S. Palle Venkata (Evaluation 
Specialist, Team Leader), Franklin de Guzman (Senior Evaluation Officer) and Myrna Fortu 
(Senior Evaluation Assistant). Consulting services of an international finance/evaluation 
consultant will be required for a period of 30 working days on an intermittent basis inclusive of 
days in Manila and field visits.  
 
21. The following timetable outlines key dates for the IEM, subject to government’s approval 
for the proposed field mission dates.  
 

Milestone Tentative Date 
Approval of the Evaluation Approach Paper II October 2014 
Independent Evaluation Mission I Dec 2014 
Draft for Internal Review I February 2015 
Inter-Departmental Review I March 2015 
Editor’s Draft IV March 2015 
Submission to Director, IED2 II April 2015 
Submission to Director General, IED  IV April 2015 

 
22. Your approval of this evaluation approach paper is sought to proceed with the evaluation 
work. 

 
 

Appendix: Table of Technical Assistance Objectives, Outputs, and Outcomes 
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Table 1: Technical Assistance Objectives, Outputs and Outcomes 

TA no. TA Name Objectives Outputs Outcomes 

6127 ASEAN+3 Regional 
Guarantee Mechanism 

Use of guarantees to 
accelerate the 
development of 
efficient and effective 
domestic and 
regional bond 
markets in ASEAN+3 
countries. 

Identification of 
business lines for 
providing bond 
guarantees 

Use of effective 
credit guarantee 
and investment 
mechanisms. 

6373 ASEAN+3 regional 
guarantee and 
investment mechanism 
(phase 2) 

Assess the feasibility 
of different 
organizational 
options for 
establishing a credit 
guarantee and 
investment 
mechanism (CGIM) 
and identify the best 
option. 

A draft business 
model and plan for 
the CGIM; 
Policy dialogue of 
ABMI WG2 in 
promoting regional 
cooperation for 
developing deep and 
mature local currency 
bond markets in the 
region. 

Enhanced credit to 
structured 
financing for 
infrastructure; 
streamlined 
organizational and 
regulatory 
procedures for 
bond market 
access; enhanced 
transparency, 
corporate 
governance and 
disclosure 
standards. 

6161 ASEAN+3 Regional 
Settlement Linkage 

Develop efficient 
regional and 
domestic bond 
markets in the region 
by establishing cross 
border clearing and 
settlement systems 

Recommendations 
on options for linking 
domestic settlement 
and payment 
systems to facilitate 
enhanced cross-
border investment 

Secure, timely and 
cost effective bond 
settlement 
systems that help 
develop regional 
and domestic bond 
markets. 

6338 Minimizing foreign 
exchange settlement risk 
in ASEAN+3 region 
(followed from 
recommendations of 
RETA 6161) 

Minimize foreign 
exchange settlement 
risk for cross border 
bond transactions 
thus contributing to 
more efficient bond 
market and greater 
financial stability in 
the region.   

Recommendations 
on options and steps 
to minimize FX 
settlement risks 
across ASEAN+3 
markets; create an 
enabling environment 
for efficient and 
effective clearing and 
settlement of bond 
transactions 

Increase in the 
number of issuers 
and investors 
accessing 
ASEAN+3 bond 
markets 

6244 ASEAN+3 regional 
multicurrency bond 

Provide long term 
local currency funds 
to reduce currency 
and maturity 
mismatches; reduce 
reliance on bank 
borrowings and 
widen investor base, 
among other things. 
 

Assessment of the 
feasibility and 
acceptability of 
multicurrency bonds 
denominated in 
ASEAN+3 
currencies. 

Greater cross-
border investment 
and issuance 
opportunities in 
ASEAN+3 
countries 

6341 ASEAN+3 regional Propose a road map Recommendations Increased volume 
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TA no. TA Name Objectives Outputs Outcomes 

basket currency bonds 
(RBCBs) 
(follow up to RETA 6244) 

for RBCB market in 
the region and hence 
reduce financial 
vulnerabilities. 

on road map of steps 
to develop ASEAN+3 
RBCB market. 

of cross-border 
bond issuance and 
investment in 
Asian currency 
bond markets. 

6514 Harmonization of bond 
standards in ASEAN+3 

Undertake a review 
of policies, practices 
and regulatory 
standards in 
individual ASEAN+3 
countries and explore 
possibility of 
harmonizing these. 

Government bond 
market forums to 
facilitate 
harmonization of 
bond standards in 
government 
secondary bond 
markets; assessment 
of impediments to 
domestic and cross-
border issuance of 
bonds; analysis of 
bond standards 
established by SROs 

Harmonized 
standards in 
secondary 
government bond 
markets; 
harmonized 
standards for 
corporate bonds to 
facilitate cross-
border issuance; 
strengthened 
SROs to facilitate 
harmonization of 
corporate bond 
standards 

 


