
  
 
 
 

Chair’s Summary of Meeting of the Board of Directors 
  
 
 
23 November 2006 
 
 
REVIEW OF THE ASIAN DEVELOPMENT BANK’S PRUDENTIAL 
EXPOSURE LIMITS ON NONSOVEREIGN OPERATIONS 

 
 
1. The Board of Directors discussed the working paper on the Review of the Asian 
Development Bank’s Prudential Exposure Limits on Nonsovereign Operations and generally 
supported the thrust of the paper along with its three objectives: (i) maintenance of ADB’s AAA 
rating, (ii) diversification, and (iii) efficient utilization of economic capital.  
 
2. Many Directors supported the $5 billion initial ceiling as the basis for determining single 
exposure limits and welcomed the proposed increase for single and group exposure limits. One 
Director was of the opinion that all the ceilings should be a function of the risk capital of the Bank 
and a product of appropriate risk weights based on a comprehensive risk management framework. 
The speedy adoption of an overall risk management framework for the Bank was stressed in this 
regard. 
 
3. Many Directors requested elaboration on the rationale of each proposed limit and suggested 
that policy implementation measures be included in the policy paper as well as in the ADB 
Operations Manual. A few Directors expressed reservations on the proposed country limit and 
requested flexibility in measuring the exposure. 
 
4. Several Directors requested that the R-paper clarify the proposed group exposure limit 
concept, along with examples of its application, and include (i) a plan for the commencement of 
ADB’s comprehensive risk management framework, (ii) the benchmark portfolio, along with relevant 
additions to ADB’s Operations Manual, (iii) a discussion on the policy’s resource implications, and 
(iv) a matrix showing Directors’ comments made during the W-paper discussion and action taken on 
those comments during the formulation of the R-paper. 
 
5. Several Directors requested that RMU propose the allocation of economic capital to support 
nonsovereign operations as soon as possible, and suggested that such an allocation be preceded 
by a discussion on the role of nonsovereign operations in achieving ADB’s objectives. 
 
6. Several Directors requested staff to explain the timing of the periodic risk management report 
and suggested that the report should update the Board on the status of the limit compliance, level of 
provisioning, and capital adequacy as compared with the estimate of expected and unexpected loss 
to ADB’s portfolio.  
 
 
 




