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Disclaimer / Safe Harbor
The view expressed here is solely the author’s 

personal view, not Sasin, Bank of Asia, 
UOB Group and/or any institution in which 
the author may been associated with.

The data, information, fact and opinion 
presented here are reasonably reliable 
and accurate at the time of presentation to 
the best of the author’s knowledge.

The viewers and audience are advised to use 
their own judgment on all matters related 
to this presentation.

All rights are reserved 2005.
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• To solve the problem of Asia’s over-reliance on 
foreign banking systems and short-term borrowing from 
abroad which mainly led to the 1997 financial crisis
• To utilize a large portion of the total combined 
international reserves of Asia for the maximum benefits 
of the region
• To allow Asian financial institutions to better prepare 
themselves for risk management and to resolve problems 
of liquidity by selling bonds
• To provide alternatives for investment of Asian 
countries

Why Asian Bond ?

The Asian Bid
Asian Foreign Currency Reserves (US$ bn)
1996-2002

Source: HSBC
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• Growing foreign 
exchange reserves 
and excess liquidity 
in the banking sector 
has resulted in the 
emergence of the 
Asian Bid

• But has the Asian 
Bid resulted in an 
Asian bond market?

Asian Bond Market Already Exists

Asia (56%)

Europe (16%)

US (27%)

Distribution of fixed rate US$ Asian (ex-Japan) 
Issues in 2003 ytd

Source: HSBC, as at August 1st, 2003

• Arguably an Asian Bond Market already exists, through the 
Asian sub-sector of the international bond market
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JP Morgan Emerging Markes Bond Index + HSBC Asian Dollar Bond Index 

Lehman US High Grade Corporate Bond Index

Asian Bonds: An Asset Class of Their Own
ADBI, EMBI and US Corporate Bond Index
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What about Asia’s domestic markets?

• Asia’s domestic markets are too diverse to be 
considered a ‘Regional’ market

• Clear need to direct development away from 
divergence and towards convergence

• Domestic bond market growth driven by liquidity and government initiatives

Source: Thomson Financial & HSBC
G3 ex-JPAU, incl. Samurai & Yankee; Local Currency ex-JPAU, incl. CDs
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Asian Debt Issuance - G3 Versus Local ComponentComponent
11. . Demand SideDemand Side
22. . Supply SideSupply Side

33..IInfrastructurenfrastructure

ForumForum
EMEAPEMEAP
ASEAN ASEAN + + 33

APEC FMMAPEC FMM

ProductProduct
Asian Bond FundAsian Bond Fund

Capital market Capital market 
developmentdevelopment

Regional Bond Market Regional Bond Market 
DevelopmentDevelopment

Credit Guarantee Credit Guarantee 
ArrangementArrangement

Development ofDevelopment of
SecuritizationSecuritization

Risk ManagementRisk Management

Regional Clearing & Regional Clearing & 
Settlement SystemSettlement System

Development of ABM

Progress Report in CreatingProgress Report in Creating
ASIAN BOND MARKETASIAN BOND MARKET

Demand Side      Demand Side      
Supply side      Supply side      

Infrastructure      Infrastructure      

Other Related      Other Related      
Forum      Forum      

EMEAP sets up Asian Bond Fund EMEAP sets up Asian Bond Fund ((ABFABF))

AFMMAFMM+3+3 New product and necessary New product and necessary 
support support ((securitizationsecuritization, credit , credit 
enhancement, credit ratingenhancement, credit rating))

AFMMAFMM+3+3 &APEC FMM Improving &APEC FMM Improving 
financial infrastructure financial infrastructure ((SecuritizationSecuritization,   ,   
Credit rating agency, Taxation, Credit rating agency, Taxation, 
Accounting,Clearing and SettlementAccounting,Clearing and Settlement))

ACD ACD ((for political supportfor political support)), ASEAM, ASEAM

to provide political impetus
to the 

existing Asian Bond process

“Political launch” of the 
Asian Bond concept

2nd ACD Retreat in June 2003

ACD as the “missing link”

ASEAN + 3
Endorse-

ment
21-22

May 03

Asian 
Bond 
Fund

Launch
May 2003

EMEAP 
Meeting 

Early 
June 03

APEC 
FMM

4 Sept. 03

ACD Chiang Mai Declaration on 
Asian Bond Market Development 

22 June 2003

ACD WG 
on 

Financial 
Cooperation

May 03

May June September

Timeline for Asian Bond
ACD WGFCACD WGFC:: To take place on regular basisTo take place on regular basis

EMEAPEMEAP:: To undertake study onTo undertake study on
possibility to invest in local currency possibility to invest in local currency 
denominated debt instrumentsdenominated debt instruments

APEC FMM: To identify impediments & draw action plans to develop securitization &credit guarantee markets
AFMMAFMM++33:: To consider technical and To consider technical and 
operational issues to structure new debt operational issues to structure new debt 
instrumentsinstruments

AFMMAFMM++3 3 & APEC FMM& APEC FMM:: To consider appropriate infrastructure To consider appropriate infrastructure 
to develop Asian Bond Marketsto develop Asian Bond Markets
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APEC Regional Bond Market Initiative
• Component 1

A comprehensive approach to development of 
regional bond markets
Led by: MOF (Thailand), ADB, World Bank

• Component 2
Development of securitization and credit 
guarantee markets
Led by: Hong Kong, Korea, and Thailand

• Component 3
Development of new products

Asia-Pacific Financial Markets Research Center, University of Hawaii

ASEAN + 3 Initiative (I): Five Working Groups

1. New Securitized Debt Instruments (Thailand) 
2. Credit Guarantee Mechanisms (Korea) 
3. Foreign Exchange Transactions and 

Settlement System (Malaysia)
4. Issuance of Bonds Denominated in Local 

Currencies by MDBs, Government Agencies 
and Asian MNCs (China)

5. Local and Regional Rating Agencies 
(Singapore and Japan)

Asia-Pacific Financial Markets Research Center, University of Hawaii

EMEAP Initiative: Asian Bond Fund

Executives’ Meeting of East Asia and 
Pacific Central Banks (EMEAP):  11 
Members (Australia, China, Hong Kong, 
Indonesia, Japan, Korea, Malaysia, New 
Zealand, Philippines, Singapore, and Thailand)

a. ABF with an initial size of US$1 billion
b. Invest in US dollar-denominated 

bonds issued by Asian sovereign 
and quasi-sovereign issuers 

c. BIS: Manager
Asia-Pacific Financial Markets Research Center, University of Hawaii

Pacific Economic Cooperation Council Finance Forum

• Tripartite Organization: 
Government, Business, and Academia

• Inaugural Meeting
July 2002:    Honolulu, Hawaii

• 2nd Annual Meeting
July 2003: Hua Hin, Thailand

• 3rd Annual Meeting
June 2004: Santiago, Chile

• Asian Bond Bank proposed

Asian

Currency

Figure 1 : Regional Bond Market

Asian Issuer

Asian
Investor

As long as Asian borrowers
issue bonds at the minimum cost and the 
majority of these bonds are purchased by Asian 
investors, does it matter?

1. Where these bonds are issued 
2. Who rates these bonds
3. Who serves as lead managers
4. Where these bonds are traded
5. Where they are cleared and settled

Extreme Regionalism can be costly and 
counterproductive See Rhee 2003
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Asian Regional Market 
– the Prerequisites

Efficient
Domestic

Bond Market

Prerequisites Foundations Result

Issuer Base

Government
Sponsorship

Investor Base

Legal / 
Documentation 

Framework

Establishment of
Intermediaries

Creation of
Benchmarks

Clearing and 
Settlement
Procedures

Hedging 
Availability

Credit
Awareness

Full range of
debt structures

Underlying
Assets

UnderlyingUnderlying
AssetsAssets

Multiple
Local Currency

Sovereign/Quasi

MultipleMultiple
Local CurrencyLocal Currency

SovereignSovereign//QuasiQuasi
SPVSPVSPV
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Rating/
Enhancement/

FX Forward contract

RatingRating//
EnhancementEnhancement//

FX Forward contractFX Forward contract TrancheTrancheTranche

Proposed First Generation New ProductsProposed First Generation New Products
Model Model 11

THB TG BondTHB TG Bond
((Baht, Baht, 4%4%, , 1010 yearyear))

RM MG BondRM MG Bond
((RM RM 3.53.5 %%, , 1010 yearyear))

JYP JG BondJYP JG Bond
((Yen Yen 00..7 7 %%, , 10 10 yearyear))

Securitized

Asian Bond

By SPV in 

Japan/HK

Singapore 

etc

SeniorSenior
Rating A of HigherRating A of Higher
Low interest rateLow interest rate
LongLong--dated FX dated FX 

contractcontract

SubordinatedSubordinated
Rating lower Rating lower 

than Athan A
High interest rateHigh interest rate
No FX contractNo FX contract

New ProductsNew Products: : Model Model 11

Underlying
Assets

UnderlyingUnderlying
AssetsAssets

Asian MNC
Corporate bonds
in local currency 

in more than 
2 countries

Asian MNCAsian MNC
Corporate bondsCorporate bonds
in local currency in local currency 

in more than in more than 
22 countriescountries
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Rating/
Enhancement/

FX Forward contract

RatingRating//
EnhancementEnhancement//

FX Forward contractFX Forward contract
TrancheTrancheTranche

SME Loan/Bond SME LoanSME Loan//Bond Bond 

SPVSPVSPV

Model Model 22

Reactions outside the region?
• IMF

– Supportive
• Europe

– Supportive
• U.S.

– Passive stance  
• But, potential for concern?
• Detrimental impact on demand for US Treasury bonds 

unlikely until currency pegs eliminated

Conclusion for Regional Financial 
Arrangement

Rapid developments
But outright success remains to be 
seen

Asian bond market

Little progress
No initiative emerges beyond 
commitment to “study” the issues

Common currency 
arrangement

Mixed success
Network of bilateral currency 
swaps in place (after 3 yrs of 
negotiation) but amounts involved 
small and release of 90% of funds 
tied to IMF program being in place

Short-term liquidity 
support in time of crisis 
(Chiang Mai Initiative)

Outcome to dateArea
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Appendix: Acronym

Asia-Europe MeetingASEM

ASEAN + Japan + China + S. 
Korea

ASEAN +3
East Asia-Pacific Central BanksEMEAP
APEC Finance Ministers MeetingAPEC FMM
Asia Cooperation DialogueACD

END
I love emails. 

Any comments are welcome 
At Email :   pongsak@hoontrakul.com


