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REVIEW OF THE ASIAN DEVELOPMENT BANK'S LIQUIDITY POLICY
ENHANCEMENTS FOR THE ASIAN DEVELOPMENT BANK'S LOAN AND DEBT
MANAGEMENT PRODUCTS
REVIEW OF THE ASIAN DEVELOPMENT BANK'S INVESTMENT STRATEGY AND
AUTHORITY

.

1. The Board of Directors discussed the three R-papers on the (i) Review of the Asian
Development Bank's Liquidity Policy, (ii) Review of the Asian Development Bank's Investment
Strategy and Authority, and (iii) Enhancements for the Asian Development Bank's Loan and
Debt Management Products. The Board of Directors supported the recommendations of the
three R-papers, with one abstention on the second paper.

2. Most Directors were pleased to note that the R-papers addressed most of the issues
raised during the discussion of the working papers. Many Directors stressed the importance of
careful implementation of these financial policies and product enhancements in close
coordination with other departments; they requested regular updates through the quarterly
Treasury reports. Directors requested to properly consider the resource implications needed to
ensure that these financial policies and product enhancements are successfully implemented.
Going forward, Management will provide quarterly risk management reports to the Board and
will further enhance the quarterly Treasury reports.

3. Many Directors commented that liquidity must support lending operations and related
cash flow requirements. A few Directors stated that liquidity should be managed primarily to
retain safety and liquidity; earning a reasonable return is only secondary. The income that will
be generated should be utilized for developmental lending. It was noted that the levels of
liquidity will be determined during the Borrowing Program exercise and will depend on factors
such as ADB's lending operations, market conditions and headroom constraints.

4. Some Directors observed the relatively better performance of internal managers than
external managers. A few Directors requested proper measurement and reporting of risks in
ADB's investment portfolios (especially of funds managed by external asset managers).

5. Many Directors noted the simplification of the commitment charge for project loans under
income and price neutral assumptions. Although the proposed flat commitment charge did not
address the request for its elimination or substantial reduction, some Directors appreciated that
the new flat rate is proposed as a ceiling with the level to be discussed during the annual review
of loan charges and allocation of net income.

6. Many Directors emphasized the importance of knowledge dissemination, particularly to
DMC members on the proposed product enhancements such as legacy loan conversions, third
party liability swaps and other debt management products.




