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Outline

Â Lessons from the 1997-98 crisis

Â Banking systems and capital market 
developments since the crisis

Â Securitization in the Region and Lessons 
from the current global financial market 
turmoil.

Â Policy challenges



Key financial sector imbalances 
precipitated the 1997-98 Asian Financial 
Crisis

Â Financial sector development lagged 
behind the miraculous performance of 
the real economy

Â Financial sectors dominated by banks 
and capital markets less developed

Â Within the capital market, bond markets 
were far less developed than equity 
markets



Some of these imbalances have been 
corrected to varying degrees since the 
crisis

Â Financial and corporate sectors restructured 
to reduce their vulnerability to financial crisis

Â Banking systems consolidated, reformed and 
restructured, and capital markets 
strengthened
Â Capital markets are difficult to develop in small 

economies, hence a regional approach (such as 
ABMI, and an ASEAN Exchange Alliance being 
proposed)

Â Significant efforts at developing local currency 
bond markets have been made



Financial deepening has increased
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Note: Include the following: People's Republic of China; India; Republic of Korea; Hong Kong, China, 

Taipei,China; Singapore; Malaysia; Indonesia; Philippines; and Thailand.

Sources: Asian Bonds Online; IMF International Financial Statistics Online; Bank for International Settlements; 

World Federation of Exchanges and IMF World Development Indicators Online.



Bank dependence has declined somewhat

Share of bank claims, bonds and equities in
total financial assets

See footnote on the previous page.



10 years on, banking systems have 
become more resilient yet vulnerabilities 
linger

Â Banking systems showing resilience
Â Nonperforming loan (NPL) ratios have declined

Â Capital adequacy ratios are robust

Â Banking sector efficiency and profitability have improved

Â Yet vulnerabilities linger
Â More exposures of banking systems to real estate and stock 

markets
Â Elevated asset prices in a number of regional economies at risk 

of correction

Â Banks are believed to have limited exposure to US sub-
primes, yet recent announcements by major banks (eg Bank 
of China) in the region cast some doubts 



Countries have made significant progress 
in developing capital markets since the 
crisisé

Â Capital markets are deepening, 
broadening and become more open

Â Investors and minority shareholder 
rights are better protected

Â Corporate governance and transparency 
have improved

Â Regulatory and supervisory frameworks 
have been strengthened



Areas of Reforms in Supervisory Practices

in selected countries since 1997

Source: Lindgren, Carl-Johan (May 2006), Banking Integration in the ASEAN- Region: An Overviewô, ADB Manila 

Philippines. Table based on questionnaires and central bank websites and annual reports.



  Indonesia Malaysia Philippines Singapore Thailand 

 Strengthen competition  x X x  
 Limit new entry after 

crisis 
X x x  x 

 Liberalize entry  x x x x 
 Anti-commingling policy    x  
 Strengthen bank 

governance 
X x x x x 

 Loan classification and 
provisioning 

X x x x x 

 Accrual of interest     x 
 Collateral valuation X x x x x 
 Debt restructuring X x x  x 
 Loan portfolio review   x  x 
 Related lending limit(s) X x x x x 
 Loan concentration 

limit(s) 
  x x  

 Composition of capital 
funds 

  x  x 

 Computation of risk 
weighted assets 

 x x  x 

 10% rule for financial 
investments 

X x    

 CAR for market risk X x x x x 
 Management of interest 

rate risk 
    x 

 Open forex position 
limit(s) 

  x  x 

 Auditing and disclosure 
standards 

  x  x 

 Accreditation and rules 
for external auditors 

  x x x 

 Improved regulatory 
reporting 

 x x x  

 Mandate banks to be 
listed 

  x   

 Mandate banks to be 
externally rated 

     

 Adoption of IAS 39 x x x x x 
 Will adopt Basel II x x x x x 
 Will adopt IAS 39    x x 
 Code on Corporate 

Governance 
x x x x x 

 AML/CTF frameworks 
and KYC rules 

x x x x x 

 

Areas of Regulatory Reforms in 

selected countries since 1997

Source: Lindgren, Carl-Johan (May 2006), Banking Integration in the ASEAN- Region: An Overviewô, ADB Manila 

Philippines. Table based on questionnaires and central bank websites and annual reports.




