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A decline trend of private sector involvement in 
infrastructure investment
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• Average private participation in 
infrastructure dropped from $63 billion in 
2009-2013 to $55 billion in 2014-2018 in 
Asia-Pacific.

• Nevertheless, this trend is not 
homogeneous across subregions

o East and North-East, and South-East Asia 
show a >50% increase

o South and South-West, and North and 
Central Asia show a ~50% decrease

• The energy sector was the most 
negatively affected, with a reduction of 
48% of private participation in 
investment

Source: PPI Database, World Bank



Private sector participation is essential to meet the 
infrastructure financing gap

• There’s an estimated investment gap 
of $308 billion annually by 2020, or 
5% of the region’s GDP.

• Currently, the public sector is the main 
investor in infrastructure: around 70% 
of total current investment

• Due to limitations in fiscal space 
expansion, the public sector cannot 
support the investment gap alone

• Private sector has to quadruplicate its 
current investmentSource: ADB (2017)



Sources of infrastructure finance

• Over 50% of the funds collected for 
infrastructure finance came from 
bank loans, which is above the 
world average

• There is a substantial dependence 
on Development Financial 
Institution Loans

• Equity and Debt for infrastructure 
financing could be further explored0
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Innovative arrangements to attract private finance
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Source: IJ Global Database Source: Climate Bonds Initiative
Source: ESCAP, based on 
Islamic Financial Services Board
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Presenter
Presentation Notes
Project financeProject financing is a loan structure that relies primarily on the project's cash flow for repayment, with the project's assets, rights, and interests held as secondary collateral. Project finance is especially attractive to the private sector because companies can fund major projects off-balance sheet. In Asia-Pacific, project finance is already more or less established, accounting to half of all infrastructure finance. However, the dominance of bank loans over other sources of funds is even more pronounced. Project bonds should be seriously considered, for instance.Green bondsAsia and the Pacific is becoming a key global player in green bond markets. As of end-2018, the cumulative amount of green bonds (ie. bonds that are earmarked for funding environment-friendly projects such as renewable energy, clean transport and sustainable water management) that have been issued domestically and internationally by Asia-Pacific economies since 2007 was US$ 120 billion. Although this is smaller than the amounts issued in Europe (US$ 190 billion) and North America (US$ 137 billion), the number of issuers in Asia and the Pacific was higher than those in other regions of the world. However, this number is highly concentrated in some countries. When considering 2018 alone, Asia and the Pacific accounted for about 35 per cent of the global issuance value of green bonds, of which China accounted for close to a quarter of the global share, issuing US$ 31 billion worth of green bonds, thereby making it the world’s second largest green bond issuing country after the United States. Other large issuing countries in Asia and the Pacific during 2018 included: Australia, India, Indonesia and Japan. To increase the issuance of green bonds in Asia and the Pacific, and enhance the region’s access to international green bond markets, three policy issues are highlighted here: i) creating a common framework on green bonds; ii) facilitating green bond issuances through knowledge sharing and financial incentives; and iii) increasing demonstration effects through sovereign bond issuances.Islamic financeAmong other non-conventional financial products, the potential of Islamic finance remains largely untapped. Islamic finance refers to financial services that are compliant with Sharia Islamic law and principles. Some of the key features that distinguish Islamic finance from conventional finance are its emphasis on an asset-based (as opposed to a debt-based) approach, prohibition of financial transactions with interests or in speculative activities, and linkages to the real economy, such as production and trade sectors. Moreover, Islamic finance promotes risk-sharing by forbidding the sale of debt, thus requiring lenders to share the risk of default. These principles make Islamic finance suitable for long-term investment in sectors such as infrastructure. Yet, the share of the total global worth of Islamic financial services, held by financial institutions based in Asia and the Pacific, was surprisingly low, at 22 per cent in 2017, or about US$ 425 billion in value terms (see figure 2.9). Although the region has an important role in sukuk (the Islamic equivalent of bonds), accounting for close to 60 per cent of the world’s outstanding value of this instrument, this is mainly attributable to the active market in just one country – Malaysia. Other Islamic financing includes funds’ assets and Islamic insurance.
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