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can join this regional collaborative effort eventually. Integrating financial markets will also be 
necessary for effective intermediation of ASEAN savings. Such regional-level approaches 
should be complemented by domestic initiatives to strengthen local currency bond markets. 

Table 10: Domestic Savings and Foreign Exchange Reserves in Asia 

Country/region 2007 (US$ billion) 
 GDP Saving Reserves 

PRC 3239 1384 1434
Japan 4403 1311 923
East Asia-5 9173 3207 3034
ASEAN-5 1091 457 409
India 1085 329 267
ASIA-11 11349 3992 3710

Note: East Asia 5=PRC; Hong Kong, China, China; Japan; Republic of Korea, Taipei,China; ASEAN 5=Indonesia, 
Malaysia, Philippines, Singapore, Thailand; ASIA 11= East Asia 5, ASEAN 5, and India 

Sources: ADB 2007, 2008; IMF 2007; and World Bank 2008b. 

ASEAN countries should also mobilize resources from Japan, Korea and PRC through 
ASEAN+3 cooperation as well as from India. Connecting ASEAN countries to countries in 
South and East Asia, particularly India and PRC, will encourage investment form these 
regions. With PRC, India, and ASEAN emerging as the three major growth centers in Asia, 
their connectivity will be important. PRC already has plans to enhance connectivity with 
ASEAN countries. For example, PRC Foreign Minister Yang Jiechi recently announced a 
US$10 billion investment cooperation fund, as well as US$15 billion in credit, to help 
Southeast Asian countries mitigate the negative impact of the global financial crisis. The 
objective of the fund is to promote infrastructure development connecting PRC with ASEAN 
nations (Dune 2009). PRC is looking to accelerate the development of regional and sub-
regional transport, power and communication infrastructure achieve interconnectivity and 
establish network. 

Another way to meet long-term financing needs for infrastructure is to develop local currency 
bond markets. The need to develop bond markets as an alternative source of funding to 
bank loans was one of the most important lessons of the 1997 Asian Financial Crisis. To 
ensure the availability of long-term domestic currency funding (and prevent maturity and 
currency mismatches), policy makers have reached an agreement to promote the 
development of a regional bond market. The Asian Bond Markets Initiative (ABMI), launched 
in August 2003 and endorsed by the finance ministers of ASEAN+3, seeks to promote the 
development of local currency bond markets. The Asian Bond Fund (ABF), on the other 
hand, was launched by the Asian central banks through the Executives Meeting of the East 
Asia-Pacific Central Banks (EMEAP) in June 2003.  

As of June 2008, local bond markets in ASEAN+3 had grown by a factor of three, with total 
outstanding bonds issues in emerging East Asian currencies totaling US$ 3.9 trillion. 
Indonesia, Philippines and Viet Nam instituted new rules aimed at bolstering bond issuance 
from revenue-generating sectors, such as local government public utilities (ADB 2009). 
There is a need to develop an ASEAN Infrastructure Bond Fund that focuses on building 
productive infrastructure while utilizing the region’s available savings.  

More importantly, regional initiatives are needed to address certain structural issues which 
have led to chronic underinvestment in infrastructure. These include high risk premiums 
associated with infrastructure projects in low-income or highly-indebted countries; 
uncertainties due to long tenures and the requirements for government guarantees; foreign 
exchange risks, including currency mismatch arising from long tenures; and the weak 
capacity of domestic financial institutions and markets. Other impediments include high costs 

17 


