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JCR Affirms AAA Rating on ADB; Outlook Stable 

 
 
Issuer: Asian Development Bank  
Long-Term Senior Debts: AAA (Stable) 
Issues                            Amount    Issue Date      Due Date      Coupon      Rating 
Japanese Yen Bonds - 21st Series   JPY30 bn Feb.12, 1993 Feb.12, 2013    5.675%      AAA  

 
JCR has affirmed its AAA rating on the above-mentioned bonds issued by Asian Development 

Bank (ADB) and AAA rating on its long-term senior debts with stable outlook. 
The ratings primarily reflect the pivotal role ADB plays for the member countries in the Asia 

and the Pacific region, the extremely strong support the shareholder countries give it for its 
importance, its sound financial position based on prudent risk management, and its stable 
profitability. ADB has track records of its development strategy specially geared for the regional 
interests and successful implementation thereof. It continued to be engaged in organizational reforms 
to ascertain best performance. The support from its member countries is extremely solid and ADB 
continuously enjoys its preferred creditor status and success in a series of capital augmentation by 
the member countries even of non-regional shareholders.  

The outlook of the ratings is stable. Political and economic risks in some of its member 
countries remain relatively high and ADB plans to expand its exposure to private-sector borrowers 
entailing relatively higher risks. However, it has adequate capitalization to absorb such risks, with its 
prudent financial policy upheld and large-scale capital increases carried out. 

(1) Solid support from member countries 
ADB is a multilateral development bank (MDB) established in 1966 with the purpose to 

promote economic development in the Asia-Pacific region. ADB aims to reduce poverty in Asia 
and the Pacific region through inclusive growth, environmentally sustainable growth, and 
regional integration. 

ADB adopted the new long-term “Strategy 2020” in 2008. Based on this new strategy, ADB 
will focus on the following five core sectors; (i) infrastructure, (ii) environment including climate 
change, (iii) regional cooperation and integration, (iv) finance sector development and (v) 
education. In Asia, which still has a large population below poverty line, it is necessary to keep 
creating employment through economic growth and the private-sector development. Thus, ADB 
plans to strengthen further its development support for the private sector in the medium to long 
term. 

In 2002, ADB carried out a major organizational reform in view of more efficient 
implementation of long-term strategic framework on a regional basis, which included a shift from 
a program-based organization to a region-based (five regions) one. It established thereafter an 
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independent Risk Management Unit (RMU) to strengthen its risk management regime, which in 
2009 was upgraded to the Office of Risk Management (ORM) with the number of its staffs 
greatly increased as its private-sector lending has increased. To enhance support for private sector 
operation, the fifth vice presidency in charge of the private sector and co-financing was created in 
2010. 

In order to mitigate the impact of lingering global financial crisis, ADB established a $3 
billion equivalent Countercyclical Support Facility and approved a total of US$2.5 billion worth 
of loans in 2009 to the Philippines, Indonesia, Bangladesh, Kazakhstan, and Viet Nam. 

ADB continues to receive sustained membership support, and like other MDBs, enjoys the 
preferred creditor status with the borrowing countries. 

(2) Capital structure will be further enhanced by the capital augmentation 
ADB’s capital subscribed by the member countries to support its ordinary capital resources 

(OCR) operations increased to US$114.8 billion at the end of September 2010 from US$22.9 
billion as of 1990. The number of member countries has increased to 67 (including 23 OECD 
member countries). These consist of 48 regional members and 19 non-regional members. 
Relatively recent regional members are Brunei (2006) and Georgia (2007), a new non-regional 
member being Ireland (2006). As of the end of September 2010, ADB’s paid-in capital amounts 
to 5.5% of its total subscribed capital. However, the 23 member countries of the OECD account 
for around 56% of its callable capital. 

ADB successfully completed its review of OCR requirements with the adoption of a resolution 
by ADB’s Board of Governors for the fifth general capital increase (GCI V), which will increase 
its capital base from US$55 billion to US$165 billion to meet the growing need for loans and 
investments among the public and private sectors in the region. GCI V should be fully subscribed 
by the end of June 2011. Despite relatively low credit standing of the regional member countries, 
ADB does and will continually have sufficient capital to absorb such risks, given the planned 
capital replenishment. 

(3) Loan portfolio quality stays sound despite high concentration 
The balance of OCR lending stands at US$44.3 billion at the end of September 2010, up 6.1% 

from the end of the previous year on the back of the growing credit requirement in member 
countries. There are five borrowers of 5% or greater share in the total OCR loans. China, the 
largest borrower, has loans amounting to 23.5%, followed by Indonesia 23.3%, India 19.7%, 
Pakistan 11.7% and the Philippines 11.2%. The outstanding amount of loans to these five 
countries accounts for 89.3% of the total OCR loans at the end of September 2010. Despite high 
concentration of its loan portfolio, ADB has never suffered any losses on the principal of its 
sovereign OCR loans, thanks to its preferred creditor status and conservative lending policy. 
After Nauru had repaid its ADB loans in arrears, no sovereign loans are in arrears at the end of 
September 2010. 

The loan exposure for the private sector had been increased in recent years. Nevertheless, the 
share of loans outstanding for the private sector stood at 4.9% of total ADB loans at the end of 
September 2010, which was still low level. The loan provisions for the private-sector lending 
decreased due primary to the restructuring of two non-sovereign loans. The ratio of 
nonperforming loans was kept extremely low at 0.1%.   

ADB, which puts an increased priority on the private-sector development, plans to boost its 
non-sovereign loans in the longer term. ADB has strengthened its risk management system to 
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maintain its good asset quality. JCR will keep a close watch on how, if it does, the increased 
non-sovereign loans will affect ADB’s asset quality. 

(4) Stable profitability with upholding prudent financial management  
ADB holds conservative rules on the management of its lending, borrowing, liquidity and 

foreign exchange positions in accordance with its Charter, policies and guidelines. Its compliance 
is impeccable on all criteria. Under the policy the total amount of ADB’s lending, guarantee and 
equity investments should not exceed the total of ADB’s unimpaired subscribed capital, reserves, 
and surplus. Likewise the gross outstanding borrowings may not exceed the sum of callable 
capital from non-borrowing members, paid-in capital, reserves and surplus. ADB’s liquidity 
policy, to be maintained under normal conditions, is to have liquidity sufficient to cover 18 
months of its operations. ADB’s liquidity requirements are primarily determined by expected 
loan disbursements, loan amortization prepayments, debt payments, and cash from net income. 
ADB emphasizes the equity-to-loan ratio (ELR) as criterion to assess capacity to take risks. ELR 
as of the end of September 2010 is 34.6%.This ratio will be improved further thanks to ADB’s 
planned capital increase. 

MDBs operations are not primarily aimed to make profits. However, it is one of their financial 
targets to secure minimum profit sufficient to sustain a sound financial structure and promote 
development projects in the borrowing countries. ADB has had stable annual net operating 
income since its foundation in 1966. ADB posted US$435 million in net income on a Pre-FASB 
ASC 815/825 basis in the January-September period of 2010, up 48.5% from a year before, due 
mainly to the decrease in loan loss provisions. 

 
Yoshihiko Tamura, Chief Analyst  

Makoto Ikushima, Analyst  
 

The primary rating methods applied to the ratings are posted on JCR’s website (http://www.jcr.co.jp) “Sovereign, Public 
Sector Entities and Multilateral Development Bank Rating Methodology.” The rating methods are subject to change or 
addition. However, the changes and additions including those that have been made in the past are posted in chronological 
order. Please refer to the rating methods above after checking by comparing the date of press release about the ratings with 
the release date of the rating methods (effective date of each of such rating methods). 


