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19 April 2007 
 
 
REVIEW OF THE ASIAN DEVELOPMENT BANK’S PRUDENTIAL 
EXPOSURE LIMITS FOR NONSOVEREIGN OPERATIONS 

 
 
1. The Board of Directors approved the R-paper on the Review of the Asian Development 
Bank’s Prudential Exposure Limits for Nonsovereign Operations. The revisions to the exposure limits 
were made in respect of exposures to single as well as groups of entities, industry sector and 
country. They were guided by three principles, namely (i) maintenance of ADB’s AAA rating, (ii) 
efficient utilization of ADB’s economic capital, and (iii) diversification of ADB’s overall portfolio. 
These principles will ensure that maximum potential loss is curtailed. The Board also agreed to 
delegate its authority to the management to set a limit on equity investment in private equity funds. 
 
2. Directors supported the targeted $5 billion portfolio size of ADB’s nonsovereign portfolio to 
be the initial commitment ceiling upon which the revised limits are considered. They urged staff to 
undertake the next review of the exposure limits at an appropriate time before the $5 billion ceiling is 
reached. 
 
3. Directors welcomed the proposed increases for single and group exposure limits as they will 
allow ADB to be more effective in offering its related products to nonsovereign entities in both the 
private and public sectors. At the same time, they will also encourage the use of credit enhancement 
products. On exposure limits to the industry sector, Directors agreed to the reformulated increase 
that falls in line with ADB’s private sector strategy which focuses on infrastructure and finance 
sectors. 
 
4. Some Directors expressed reservations about the proposed country exposure limits which 
may soon be breached by a few large borrowing member countries, while their demand for funds 
remains substantial.  
 
5. Several Directors stressed the need for RMU to put in place the risk rating and risk pricing 
systems later this year as scheduled.  
 
6. In acknowledging the approval of the Board of the revised prudential exposure limits, the 
Chairperson stated that, if needed, the limits would be implemented with flexibility. 
  
 
 
 




