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I. Corporate Evaluation on Boosting ADB's Mobilization Capacity: The Role of ADB's Credit 
Enhancement Products 
  

1. The Development Effectiveness Committee (DEC) discussed the Corporate Evaluation on 
Boosting ADB's Mobilization Capacity: The Role of ADB's Credit Enhancement Products (CEPs). In its 
evaluation, IED reiterated the expectation that all multilaterals have placed in the international community 
to meet the financing needs of our sustainable development goals (SDGs). That is - It is no longer enough 
to finance projects directly with the capital and funding that the institution has; one must mobilize resources, 
use these resources that the institution has to bring in other resources from other sources, fundamentally 
from private sources. 

Guarantees, A/B loans and risk transfer arrangements are samples of ADB CEPs that can play an 
important role in mobilizing non-developmental sources of capital. However, the IED report has identified 
that ADB’s potential to tap CEPs to boost mobilization remained underutilized. The DEC members 
discussed the current challenges as well as the ways forward for ADB to scale up its operations. The 
discussion was also expected to serve as input to the upcoming Board Management retreat where the ADB 
lending products and modalities as well as the private sector strategy will be discussed as part of the 
priorities for Strategy 2030.  
 
II. Key messages and recommendations 

 
2. Boosting ADB’s mobilization capacity is crucial to ADB’s value addition and CEPs are 
central to achieve this. Guarantees, A/B loans and risk transfer arrangements are the three main areas 
of CEPs in ADB. ADB has been using guarantees for 30 years. Although the total amount of approvals is 
close to $6 billion, only $3 billion remained due to high level of cancellations. The same is true for B loans 
where only $4 billion remained from a total approval of $6 billion due to cancellations and transactions that 
are not yet effective. The risk transfers, on the other hand, have been successful in bringing in important 
insurance players into the market that otherwise would not have participated. ADB is the leading MDB in 
terms of risk transfers. However, doing risk transfers going forward without reaching the limits in terms of 
ADB’s utilization or counterparty limits especially considering the ADF-OCR merger, could represent 
revenue dilution and other counterparty risks. 
  
3. ADB has been quite conservative in terms of utilizing CEPs. IED shared that other MDBs were 
also having difficulties in increasing the use of CEPs. Among the external factors that caused the low 
utilization is the intense competition in the global market. There is also a market perception that ADB prefers 
to lend than provide a guarantee as is the case with other MDBs, because ADB is primarily a bank lending 
to the sovereign. There are also capacity issues with the local banks at the developing member country 
(DMC) level, so there is a need for capacity-building in terms of sub-sovereigns and local banks in terms of 
their understanding of credit enhancement products. Lastly, there is low demand for A/B loans and political 
risk guarantees especially in Asia. 

 

4. As for the internal factors, IED observed that the CEPs were not well integrated into the ADB policy 
framework. There needs to be better integration of CEPs into the country partnership strategies (CPS), in 
the sector strategies and in the corporate strategies. Another internal factor identified is that the guarantees 
and syndications unit is not appropriately resourced to serve the entire bank. The unit should be expanded 
with its own budget and targets with incentives for the staff that are working there to be able to provide 
guarantees. Finally, the last internal factor is the capacity constraints here internally within ADB, both at the 
headquarters and at the resident missions. 
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5. How ADB can improve the utilization of CEPs. In order to increase the utilization of CEPs, IED 
recommended that: 

a. There should be a dedicated guarantees and syndications unit that will operate independently 
from lending to resolve the conflict issues versus lending. This unit will have its own budget, 
targets, incentive structure and should build expertise to serve the entire Bank. The ADB 
Charter could also be revised to address the constraints against the use of guarantees.  

b. ADB must improve its mobilization figures and should report cofinancing as well as mobilized 
capital. To do this, ADB should enhance its role as an arranger. Otherwise, there is risk of 
including parallel loans for which ADB may not have had a direct role to play. There also is a 
need to exclude other development finance institution financing as mobilized capital as this 
leads to double and triple counting. 

c. ADB should use date committed instead of approval figures when reporting mobilization. There 
is also a need to categorize and report separately short-term and medium to long-term capital 
that is mobilized.  

d. There is a need to better link CEPs into the strategy framework of ADB. During CPS preparation 
ADB needs to go out to the countries and find out what the financing needs are and then say 
how much of that ADB can mobilize rather than saying how much ADB can lend. This can be 
achieved with better coordination with financiers and development partners to establish market-
based financing. 

e. There is a need for capacity building, understanding of CEPs, and at the DMC level a need for 
better education among state owned enterprises (SOEs), local banks, capital market investors 
and exporters. ADB must make staff in HQ and resident missions better equipped to use CEPs. 

f. There is a need for better IT systems. This represents a key operational risk especially if CEPs 
are expanded since it is a more complicated product than direct lending.       

 
III. Comments from DEC members, IED and Management 
 
6. Most DEC members support having the dedicated unit for guarantees and syndications. A DEC 
member inquired though if a cost-benefit analysis was conducted in support of the recommendation. If not 
commercial, he stated that at least the developmental benefits should be attained. DDG SPD confirmed 
that through their extensive consultation with DMCs and financial sectors, CEPs are necessary and have a 
strong demand. There’s no need for ADB to develop a new kind of product as it already has the toolkits. 
ADB should just make it more user friendly and responsive. He mentioned that they have started work on 
several of the recommendations involving institutional setup. In fact, there is already a dedicated unit 
handling CEPs in the Private Sector Operations Department (PSOD). Given the increasing demand for 
these products, they will strengthen this and add more resources. A board member warned about the pitfalls 
of setting up a dedicated unit and whether ADB will be better off keeping things as they are but strengthen 
the incentives, etc. 
 
7. Another DEC member cautioned against having too many volume targets but not enough quality 
or impact targets. He reminded IED that any set volume targets should be aligned with some qualitative 
statement about the impact of those things.  DDG SPD however confirmed that their current targets are all 
in terms of volume (i.e. commitment target, disbursement target and co-financing target) and they do not 
have a separate target for CEPs. This figure however is captured in the co-financing target. From their 
perspective, DG PSOD believed that having specific targets is not the right approach because it all depends 
on the need at the time, the need of a particular transaction and the need of the co-financiers they are 
talking to. He however agreed that there should be incentives for staff for deploying these products and for 
mobilizing in general. 

 
8. Another DEC member also commented that all other options available should be explored first 
before considering to change the ADB charter. Another DEC member suggested to be more proactive in 
using the scope expanded by the new interpretation of the charter in the 2006 review. The conditions under 
which ADB financial instruments other than loans to the same projects can satisfy the participation 
requirement should be clearly explained to staff, borrowers and partners. Another DEC member suggested 



for the Office of the General Counsel to review the 2006 assessment to determine if this is a real barrier or 
maybe just a perceived one.  
 
9. DG IED shared that in the case of the Multilateral Investment Guarantee Agency (MIGA), the 
Charter was eventually changed as it was absolutely limiting. Through that change, another product was 
introduced that contributed to MIGA’s growth. Although IED believes it would not generate significant 
increase in business, it still maintains that the current ADB Charter poses limitations. DDG SPD believes 
there is no immediate need to amend the Charter but this should be considered as a future option going 
forward. DG PSOD also believes that this was not a major impediment and he confirmed that through work 
with OGC they have managed to get a lot of leeway in how they sculpted an intervention to act as an 
anchor. 
 
10. All DEC members also fully support the recommendation on capacity-building. DEC members gave 
emphasis on the importance of enhancing staff’s understanding of ADB’s role of mobilizing private 
resources and changing the mindset of staff who try to lend even when they are asked about guarantees. 
A DEC member also raised the need for ADB to respond to the anticipated increase in the demand for 
capital market guarantees through its continued engagement with Credit Guarantee and Investment Facility 
(CGIF). This will help attract more investors to domestic and regional markets, help develop capital market 
in the region and thus improve access to credit through markets. 
 
11. A DEC member agreed with the management response regarding the limitations of the report 
namely: i) that the scope of the study is limited to guarantees and 2) the study does not adequately consider 
the key commercial issues supported by empirical data. However, he found it intriguing that the 
Management also agreed to all the recommendations that IED provided. Another DEC member also 
expressed that ADB has to make it clear that CEPs are needed emphatically as an instrument. Unless ADB 
is aligned in this first fundamental foundation, it will not be able to proceed to the second level of discussion 
regarding the interventions that are needed in the strategic framework. Another DEC member agreed and 
said that ADB should know what it is capable of and what it can do before it positions its instruments and 
strategy. 
 
12. IED clarified that the report is not limited to guarantees and it even gave explanations on how other 
instruments have evolved. A lot of attention was given to guarantees because of its nature and because it 
is the largest market. 
 
13. With regards to the high level of cancellations, A DEC member acknowledged that a lot of resources 
have been used in setting up the deals but still these ended up being cancelled. Because of this, he 
suggested coming up with a reward and/or penalty system that involved charging cancellation fees to 
compensate for the effort that has been expended. DG PSOD however believes that overall, the activity on 
CEPs has picked up. He mentioned that the report did not talk much about short-term guarantees that are 
extremely powerful on the trade finance side. Head ORM also shared that the budget and resource planning 
framework of ADB has been shifted from annual approvals to the closings and commitments. This change 
will help reduce the undue cancellations going forward.   
  
14. A DEC member inquired if ADB has the appropriate capital allocation and pricing for the CEPs. He 
mentioned the importance of having a capital allocation framework that recognizes that ADB does not need 
to set aside the same amount of capital for this structure as is the case for lending. Unless this is achieved, 
there will be no gain to the organization from doing things differently. Head ORM confirmed that they 
recognize different risk implications by different CEPs and allocate the appropriate amount of capital 
accordingly based upon the risk implications. He also shared that in terms of the capital allocation planning 
framework, they introduced the economic capital planning model framework to PSOD some three years 
ago where DG PSOD is given a certain amount of predetermined envelope in terms of the capital allocation. 
As long as DG is given the amount of unutilized capital, he has full discretion to decide how to use that 
capital for what products, what obliges, what kind of level associated with credit enhancement products. As 
long as prudential limit is complied with, the high-risk, high-return transactions can be pursued, low-risk 
higher-volume transactions can be pursued or combinations thereof, as long as the given envelope is 



complied with. This is one way to respond to the more efficient but effective use of the capital allocated to 
Private Sector Operations. 
 
15. A board member cautioned that the surveys conducted by IED are heavily tilted towards the private 
sector. ADB should be careful in designing products without too much reliance on what they hear from the 
private sector surveys. The board member also reminded that the One ADB approach is necessary to 
incorporate private sector projects and non-sovereign projects into a country COBP. He however 
encouraged management to rethink whether the designated unit should sit under PSOD. DG PSOD 
assured the board member that they are working closely with OCO in finding modalities to make sure 
everyone’s interests are considered. For the DEC Chair, as long as it serves both the sovereign and non-
sovereign debt, where the unit rests should not matter.  
   
IV. Others  

 
16. The DEC chair welcomed four (4) new members during this meeting namely: ED Shivaji, ED Saeed, 
AED Di Maio and AED Rose. AED Tanabe will continue to be a member.  
 
17. DG IED also informed everyone that IED also conducted a self-evaluation and that the results and 
set actions have been made available in the IED website.  
 
18. The DEC Secretariat provided updates and clarifications on the Evaluating the Evaluator initiative. 
It was clarified that the external consultants, Mr.Patrick Grasso (Team Leader) and Mr.Keith Leonard (Team 
Member) will be reporting directly to DEC. They were recruited to assess IED’s quality of work, their 
effectiveness in terms of endorsing and implementing recommendations as well as to assess the 
robustness of IED’s institutional capacity and skill mix in terms of staffing relationship between ADB staff 
and Management and their engagement with DEC and the ADB Board of Directors. Due to the delay in 
contracting, the first draft of the report will be due by the end of October while the deadline of the final report 
of the consultants has consequently been moved to January 2018. To date, the DEC has received and 
approved the concept approach paper from the consultants. The consultants are also expected to be in 
ADB HQ in September to conduct interviews and document reviews. The DEC chair requested for the 
support and coordination of all concerned ADB staff and management as well as the Board members in 
helping the consultants get the information that would be beneficial for their review.  


