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Foreword

Since its inception, the Asian Infrastructure Investment Bank (AlIB) has remained steadfast in
its mission to foster broad-based economic development and promote regional cooperation
through investment in infrastructure and other productive sectors. In September 2020, our
Board of Directors adopted the Corporate Strategy: Financing Infrastructure for Tomorrow—
a forward-looking blueprint designed to guide the Bank through its growth phase to 2030.

Now, at the midpoint of this Strategy in 2025, let us take this moment to reflect and renew.
The global context has recently shifted considerably. From the sweeping disruptions of the
COVID-19 pandemic to the escalating urgency of climate action, from the rapid pace of
technological change to intensified calls for reform across multilateral institutions—the world
is evolving in ways both unpredictable and formidable. Amid this uncertainty, AlIB’s vision and
strategic direction have become even more relevant.

Informed by a comprehensive midterm review—including separate but complementary
assessments by Management and the Complaints-resolution, Evaluation and Integrity Unit—
we have introduced targeted updates to our Strategy. These are not cosmetic changes. Rather,
these changes represent deliberate and thoughtful adjustments to ensure the Strategy will be
adaptive and more responsive to external shifts, as it is well grounded in AllB’s growing
operational experience, and aligned with the evolving needs of our clients.

Looking ahead to 2030, we aim to:

» Double our annual financing volume, reaching USD17 billion by 2030, with balanced
support for both sovereign and non-sovereign clients and greater direct mobilization of
private capital,

» Maximize climate impact, targeting over 50 percent of our own financing for climate-related
investments annually, with total climate finance to exceed USD50 billion during the
Strategy’s time frame;

+ Strengthen regional cooperation and connectivity, aiming for 25-30 percent of financing
to support cross-border connectivity projects;

* Enhance development impact, supporting our Members in meeting their objectives,
including emissions reduction, gender equality, and other Sustainable Development Goals.

These strategic refinements position AlIB to respond effectively to the daunting global
challenges facing our Members — the widening gap in infrastructure financing, more frequent
disasters due to extremely erratic weather changes, and increasing fiscal pressures, to boot.
In this environment, we must go further in catalyzing private investment in infrastructure.
Guided by this updated Strategy, AlIB is committed to doing its part—not only as a financier,
but also as a champion of growth demonstrating sustainability and inclusivity, and as an active
player in strengthening collaboration across the Multilateral Development Bank system.

Looking forward, this updated Corporate Strategy is more than a reaffirmation of our vision—
it is a renewed call to action. It pushes us to scale up our ambition, deepen our partnerships,
and broaden our impact. It ensures that our operations remain relevant, targeted, and aligned
with the long-term development goals of our Members and partners.

Together with our Members, clients, and partners, we will continue to build Infrastructure for
Tomorrow: infrastructure that is green, inclusive, resilient, and future-proof. In doing so, we
will ensure that AlIB remains a trustworthy partner for infrastructure development and a
steward of sustainability for decades to come.

Jin Liqun
President and Chair of the Board of Directors
Asian Infrastructure Investment Bank

PUBLIC



Abbreviations

AlIB
BPB
CAF
CEIU
CPBF
CSMR
ESF
G20
GHG
MDB
OECD
PPQ
SDG
UN
WACR

Asian Infrastructure Investment Bank

Business Plan and Budget

Capital Adequacy Framework
Complaints-resolution, Evaluation and Integrity Unit
Climate-Focused Policy-Based Financing
Corporate Strategy Midterm Review

Environmental and Social Framework

Group of Twenty

Greenhouse gas

Multilateral Development Bank

Organisation for Economic Co-operation and Development
Project Prioritization and Quality Framework
Sustainable Development Goal

United Nations

Weighted Average Credit Rating
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AllB’s VISION is a prosperous Asia based on sustainable economic
development and regional cooperation.

AlIB’s MISSION is Financing Infrastructure for Tomorrow. By investing in
sustainable infrastructure, AllIB unlocks new capital, new technologies and new
ways in which to address climate change and to connect Asia, and the world.

AlIB will achieve this working in partnership. By being agile and adaptable, the
Bank will meet client needs and operate to the highest standards.

Introduction

The Asian Infrastructure Investment Bank (AlIB or the Bank) was established to help foster
sustainable economic development, create wealth and improve infrastructure connectivity in
Asia by investing in infrastructure and other productive sectors.

As the latest addition to the Multilateral Development Bank (MDB) family, AlIB’s mandate also
includes promoting regional cooperation and partnerships to address development challenges
by working closely with other multilateral and bilateral development institutions.

AlIB developed its first Corporate Strategy (hereafter, “Strategy”) in 2020 to set out the Bank’s
vision, mission and strategic directions for its growth phase through 2030 (Strategy period).
The Strategy comprises four main sections.

First, it outlines the key dynamics in the Asian infrastructure market, including calls for
MDBs to scale up their support, and explains how AlIB will continue supporting its Members.

Second, it strongly reaffirms that AlIB will continue embracing the foundations that have
contributed to the Bank’s success during its start-up phase.

Third, it defines the mission for AlIB and its strategic choices. Specifically, it:

(i) describes AlIB’s mission as Financing Infrastructure for Tomorrow, which
combines AlIB’s commitment to sustainability with clearly defined thematic
priorities that the Bank will concentrate on to establish its market position.

(i) sets targets on climate finance, cross-border connectivity and private sector
financing.”

(iii) clarifies the Bank’s strategic choices for its growth phase as a project finance bank
with a business model based on partnerships and mobilization and with a clear
focus on Financing Infrastructure for Tomorrow in Asia.

(iv) sets a clear approach for delivering and understanding AlIB’s impact.

Fourth, it explains how AlIB will realize its mission through five strategic pillars that will
guide the Bank’s actions during the Strategy period: (i) establishing market position; (ii)

" Throughout this document, the term “private sector financing” should be read to include both nonsovereign-
backed financing and private direct capital mobilization. Nonsovereign-backed financing includes financing
operations with public entities which are not backed by a sovereign guarantee.
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achieving impact at scale; (iii) adding value along the project cycle; (iv) serving a broad range
of Members; and (v) building the corporate culture.

AlIB’s Corporate Scorecard that monitors and reports on the Bank’s progress in realizing its
mission is also presented.

The Strategy benefits from stakeholder consultations conducted with shareholders, partners,
clients, technical experts and AlIB staff. The Strategy reflects AllIB’s commitment to finding
client-driven solutions. Particular attention has been given to client views and allowing for
necessary flexibility for possible changes in client needs. The Strategy is designed to be
adaptable to different economic scenarios including extraordinary situations that can occur
during the Strategy period. In this regard, the Strategy is built on the dynamic concept of

Financing Infrastructure for Tomorrow which AlIB can continue to tailor to evolving client needs.

The Strategy will continue to be operationalized through each year’s Business Plan and
Budget (BPB) which will turn the high-level objectives of the Strategy into annual business
indicators. The annual BPBs will provide implementation updates and regular checkpoints for
the Bank to progressively improve and adapt its strategic directions based on lessons learned
and changes in client needs.

The year 2025 marks the midway point of AlIB’'s growth phase. The Corporate Strategy
Midterm Review (CSMR) from 2024 to 2025 assessed progress in implementing the Strategy
and confirmed the relevance of the Strategy in serving client needs. The focus on sustainable
infrastructure, particularly green infrastructure, connectivity and regional cooperation,
technology-enabled infrastructure, and private capital mobilization, has become increasingly
pertinent to AlIB and the evolving needs of our Members. With a focus on outcomes, the
update also includes a measure of success in helping clients achieve their development
objectives. The updates ensure the Strategy remains aligned with the changes in the external
operating environment and the Bank’s growing operational experience.
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Asian Infrastructure Landscape

OVERVIEW OF GROWTH

Asia is the world’s largest and fastest-growing region, representing 60 percent of the world’s
population and over half of the world’s expected growth to 2030.2 Asia’s role in connecting
people, goods, services and markets worldwide is growing. However, the development of its
economies and infrastructure has so far been uneven. Some economies have successfully
transitioned into upper-middle and high-income levels while others have yet to do so. The
need for continued sustainable growth also reflects the need for sustained generation of
employment opportunities that can provide livelihoods for populations that keep growing in
many of our Members.

While some of our Members boast of well-developed infrastructure networks, many Asian
economies lag with limited or poor-quality infrastructure. Asia’s infrastructure investment
needs are high and its most sizeable needs in volume terms are in the energy, transport, urban
and water sectors.?

For many years, economies across Asia have been underspending on infrastructure relative
to these needs, even though investing in infrastructure could help boost economic and social
development. This was particularly true for developing economies that tend to benefit from
higher returns on infrastructure investments compared with their developed peers.* There
have been many factors contributing to the infrastructure paradox where high demand and
potentially high return did not automatically translate into increased infrastructure investments.
Poor project design, undervalued or underpriced infrastructure services, high public debt, low
financial returns, lack of an institutional investor base, high perceived risks and complex
regulations were among the key contributing factors.

Although the volume of projects financed has increased since 2020, the growth of
infrastructure deals in Asia still lags behind advanced markets. Underinvestment in
infrastructure is expected to continue in the coming years particularly given the risks facing
the Asian infrastructure market.

RISKS

¢ High debt levels and debt servicing costs are a legacy of the COVID-19 pandemic
and other macro-economic shocks; high-debt/distressed economies/clients could be
unable or unwilling to incur additional debt or even default on existing debt.

¢ Climate change, environmental degradation and other disasters are increasingly
impacting Asia.® The region remains the most disaster-hit in the world as a result of
increases in weather-, climate- and water-related hazards.® Failure to address and
adapt to these risks could create stranded assets or possible delays or damage to
infrastructure projects and constrain growth.

2 IMF, World Economic Outlook Database and UN, World Population Prospects Database.

3 For further analysis see AlIB. 2020. Asian Infrastructure Finance Report.

4 For further analysis see AlIB. 2020. Asian Infrastructure Finance Report.

5 UN, World Meteorological Organization. 2024. ‘Climate change and extreme weather impacts hit Asia hard’.
6 UN, World Meteorological Organization. 2024. As of 2023. ‘State of the Climate in Asia 2023’
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e Geopolitical tensions and the risks of trade fragmentation might threaten the
feasibility and sustainability of infrastructure projects and/or change their design and
location (e.g., cross-border projects).

o Acceleration in technological change can create unpredictable surges in demand
for infrastructure and can render some technology-enabled and digital infrastructure
obsolete or ineffective more quickly.” Failure to keep up with rapid innovations and
manage their risks can increasingly narrow the financial feasibility of some
infrastructure projects and adversely impact the economies they support.

MEGATRENDS

Despite the challenging environment, infrastructure needs will remain high. An estimated
USD3.4 to 4.3 trillion per year is needed up to 2030 to address infrastructure requirements
across the region.? In addition, the following ongoing megatrends will continue to necessitate
significant forward-looking infrastructure investments:

Urbanization. Asia experiences high growth in its middle-class, urban population (67
percent of Asia’s population will live in urban areas in 2050, up from around 50 percent
in 2020). The urban population is expected to increase by 1.2 billion, with the majority
residing in medium-sized cities. A significant growth in the middle-class population will
expand the need for urban infrastructure.

Demographics. Many economies in Asia face rapid population growth, and others will
be particularly challenged by an aging population in the coming decades. Some will
face aging at relatively low-income levels, increasing the need for specialized services.
These shifts will have significant implications for public service and social infrastructure
provisions as well as for more inclusive and accessible infrastructure services.

Sustainability. Climate change and environmental degradation dramatically shift
infrastructure needs toward infrastructure that is climate-resilient and that supports
emission reduction targets under the Paris Agreement. Meeting the Sustainable
Development Goals (SDGs) by 2030 will also require realizing significant increases in
economically, environmentally and socially sustainable investments across multiple
sectors.

Technological innovation. The adoption of technologies, including digital infrastructure,
has generally had a significant positive effect on growth, jobs and welfare.® But there
are stark and persistent disparities in the application of technologies across Asia that
inhibit local growth and development outcomes.'® This applies particularly where there
is a clear need to better integrate technology into infrastructure to improve its efficiency,
accessibility, resilience and lifespan.

7 World Economic Forum Global Risks Report 2024.

8 ADB. 2024. Strategy 2030 Midterm Review: An Evolution Approach for the Asian Development Bank.
® World Bank Group. 2023. The Impact of Infrastructure on Development Outcomes.

10 Routledge Handbook of Sustainable Development in Asia. 2018, Chapter 13.
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Global complexity. Globalization is changing in different ways, responding to a more
diverse and complex international economic, technical and political reality.'" As a
result, economies are weaving regional and intraregional activities and partnerships.
Asian networks, institutions and infrastructure that facilitate connectivity and regional
cooperation will need to be strengthened.

THE ROLE OF MDBS AND MDB REFORM

An estimated 55 to 65 percent of projects in Asia are unbankable without government or MDB
support.’? Overall, however, infrastructure spending by governments declined by about one-
third between 2010 and 2018." In Asia, the share of overall infrastructure financing provided
by MDBs is small — estimated at around 5 percent of the total financing between 2019 and
2023." With health crises, energy and food insecurity, as well as increased pressure to spend
more domestically, government debt and associated servicing costs are predicted to continue
to expand at least until 2030. Governments’ ability to finance infrastructure will remain
constrained.

It is in this context that the international community has called for MDBs to play an increasingly
active role in the global financing ecosystem, to support sustainable development and global
public goods. The Group of Twenty (G20) Independent Review of Multilateral Development
Banks’ Capital Adequacy Frameworks (CAF)'® and the 2024 G20 Roadmap Towards Better,
Bigger and More Effective MDBs'® set out several priority areas and recommendations for
MDBs to implement over the next few years for boosting MDB financial capacity by stretching
existing resources and pursuing innovative measures. This includes scaling up financing
capacity, boosting joint action on climate, strengthening country-level collaboration and
cofinancing, mobilizing private capital, and enhancing development effectiveness and impact.

Building on the approach it has championed since its establishment, AlIB will continue to play
a leading role in promoting coordination and alignment with peer MDBs and other development
partners, including through its ongoing promotion of mutual reliance of Environmental and
Social and procurement policy requirements. It has enhanced its focus on serving clients’
needs through cofinancing with more recent initiatives such as the establishment of guarantee
facilities with partners'”. This Strategy sets out the Bank’s approach for an ambitious climate
finance commitment and its aim to work more with the private sector and highlights the
important role of partnership in achieving development objectives. AlIB continues to work with
peer MDBs and the international community to respond to the call to do more™8.

" McKinsey Global Institute. 2019. Globalization in Transition: The Future of Trade and Value Chains.

2 Marsh & McLennan. 2017. Closing the financing gap: Infrastructure Project Bankability in Asia. See also: World
Bank PPIAF. 2024. Over half of private infrastructure investment in developing markets need cofinancing from
non-private institutions.

3 World Bank Group. 2022. Understanding Public Spending Trends for Infrastructure in Developing Countries.

4 AlIB Staff calculations and assessment of various public sources. |J Global data, MDB data from official
sources and estimates from the G20 Global Infrastructure Outlook.

15 Boosting MDBs' investing capacity. 2022. An Independent Review of Multilateral Development Banks’ Capital
Adequacy Frameworks.

16 G20. 2024. G20 Roadmap Towards Better, Bigger And More Effective MDBs.

7 Such as utilizing AllB’s capital to issue USD1 billion guarantees against sovereign-backed loans made by
IBRD.

18 AlIB. 2024. Statement of the Heads of Multilateral Development Banks Group: Multilateral Development Banks
Welcome G20 Roadmap for MDB Reform and, 2024 Viewpoint Note: MDBs Working as a System for Impact and
Scale.
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CONSIDERATIONS FOR AlIB

Asian economies will have to find ways to meet their growing and changing infrastructure
needs under challenging conditions. While MDBs are only a small part of the overall
infrastructure financing ecosystem, they are important for catalyzing and promoting more
investment in sustainable infrastructure. AlIB in particular has a critical role to play in
promoting sustainable infrastructure, transforming infrastructure needs into bankable projects
and supporting the creation of financing platforms that allow private capital to enter at scale.
Doing so will require many actors—from governments to regulators to investors—to
collaborate and take action to match infrastructure demand with supply. MDBs often have the
right instruments to assist countries by channeling resources from markets, supporting project
and policy developments and helping reduce, mitigate or manage risks.

Asian countries will seek ways to partner more with the private sector to meet some of these
needs. Private investment has the potential to play a much larger role in infrastructure finance
in the region. The Organisation for Economic Co-operation and Development (OECD)
estimates that major asset owners in the OECD area held USD63.7 ftrillion assets in 2017,
some of which could potentially be mobilized to meet unmet infrastructure needs.' Creating
capital markets and mobilizing institutional investors to finance infrastructure will substantially
reduce the funding gap and complement other efforts to promote financing on an individual
project level. However, private funds will only flow if projects are prepared with high standards,
policy obstacles are removed, and risks are adequately mitigated.

Growth in Asia is dependent on trade and development patterns across the world. As trade
and value chains evolve, infrastructure outside of the Asian region also needs to connect to
growing production and consumer markets in Asia? to support their growth. Therefore, while
AlIB will continue to focus on Asian infrastructure, it will also keep supporting the development
of infrastructure in non-regional Members. Such efforts benefit from effective coordination with
existing regional partners, and present opportunities for MDBs to learn and develop best
practice for infrastructure investment.

The existing dynamics in the Asian infrastructure market call for increased attention to project
quality. Implementing a comprehensive set of measures that improve project quality (e.g.,
bankability, forward-looking project design that draws on lessons learned with sound
economic cost-benefit analyses, high transparency and strong environmental and social
safeguards) is essential to bring the realized economic rate of return of infrastructure projects
in Asia closer to their potential.?" Quality is key to attracting investment in a greater number of
projects and enhancing their growth impact.?? Just as it has been in the first half of its growth
phase, AlIB will continue to be at the forefront of climate financing. Additionally, as AlIB’s
project completions reach a meaningful scale, the success in delivering outcomes gains
increasing focus.

AlIB will continue to follow closely evolving market conditions, learn from experience and
respond to changing client needs with an agile, innovative and efficient approach that
emphasizes quality and prioritizes mobilizing other financiers.

9 OECD. 2019. Annual Survey of Large Pension Funds and Public Pension Reserve Funds.
20 Brookings. 2023. Asia’s trade at a turning point.

21 AlIB. 2020. Asian Infrastructure Finance 2020.

22.G20. 2019. Principles for Quality Infrastructure Investment.
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Building on the Foundations of AlIB

The strong foundations established during AlIB’s start-up phase have been instrumental in the
initial success of the institution and have helped the Bank establish its place within the family
of multilateral institutions. This Strategy strongly reaffirms that AlIB will continue embracing
these foundations in its growth phase.

Mandate
AlIB will achieve its mandate.

Per the Articles of Agreement, AlIB’s purpose is to:

“() Foster sustainable economic development, create wealth and improve
infrastructure connectivity in Asia by investing in infrastructure and other productive
sectors; and

(i) Promote regional cooperation and partnership in addressing development
challenges by working in close collaboration with other multilateral and bilateral
development institutions.”
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Core Values
AlIB will preserve its core values.

Lean. AlIB’s “Lean” core value strives to eliminate waste in production and processes
while satisfying customer needs. Continuous improvement will remain central to AlIB’s
value proposition and ambition to deliver more value to clients through agile, fast and
responsive services without compromising high standards. This requires purposeful
procedures, effective systems, leveraging partnerships, the ability to quickly redeploy
resources and a corporate culture which prioritizes efficiency, assesses performance
and institutionalizes and applies learning and delivers the best possible client
experience.

Clean. AlIB holds itself to the highest standards in everything it does. High project
standards and good governance principles constitute an integral part of the Bank’s
“Clean” core value. The Bank’s governance structure underpins an unwavering
commitment to integrity, accountability and ethical standards in its projects and the
way it works with clients and partners. AlIB has zero tolerance for corruption. It has
institutionalized measures to protect whistleblowers who report prohibited practices in
projects and has a mechanism to handle complaints in its operations. The Bank
promotes transparency and integrity through its relevant policies and codes of conduct.

Green. AlIB embraces the concept of being a Green institution and is committed to
enhancing its sustainable operations both in terms of project investments as well as
corporate practices. AllB’s policies, strategies and operations are aligned around
promoting Green objectives. AlIB aspires to play a major role in mainstreaming Green
objectives in the Asian financial and capital markets. AlIB holds itself to high
international standards through its Environmental and Social Framework (ESF) which
integrates environmental and social management methods into all its operations and
aims to improve related practices by facilitating development and dissemination of
lessons learned from projects. AllB’s Green obijectives involve a special focus on
climate mitigation and adaptation at the Member and regional level through its projects.
AlIB embraces Green in its corporate practices and takes concrete action to manage
its own carbon footprint.



PUBLIC
Principles
AlIB will continue adhering to its main principles.

Financial sustainability and sound banking. Without a strong, sustainable balance
sheet, AlIB cannot deliver its mandate. AlIB will maintain its financial sustainability by
effectively managing its available resources, generating reasonable returns and
accumulating retained earnings. As a member cooperative, recycling of income will
enable AlIB to grow its balance sheet and deliver its mandate without being dependent
on new capital from Members. It will also enable AlIB to maintain its ability to provide
countercyclical financing for its clients and withstand macroeconomic downturns and
market stress while safeguarding its credit rating. AlIB is committed to maintaining its
strong financial position and sound capital ratios and continue strengthening its risk
management systems as its portfolio grows in volume and complexity. Rating
considerations permeate throughout the organization as a crucial element of the
business model. AlIB’s budget management practices reflect the Bank’s “Lean” core
value.

Strong multilateral governance and oversight. Since its inception, by building on its
“Clean” core value, AlIB has made important strides in institutionalizing good
governance. AllB’s sound governance framework provides voice and representation
for all Members and ensures that they are well-informed while overseeing the
operations of the Bank. The Accountability Framework has created an effective
environment for its nonresident Board of Directors (Board) to take a strategic approach
to direct and oversee the work of an accountable Management. AlIB’s Oversight
Mechanism also helps ensure accountability by providing Board oversight in audit,
evaluation, fraud and corruption, project complaints and staff grievances.

High project standards. AlIB recognizes the need for increased attention to quality
to ensure that infrastructure projects deliver their desired economic and social benefits
and mitigate potential risks. AlIB upholds the use of high international standards and
principles which serve to maximize the financial, economic, environmental and social
sustainability of all projects. Prior to extending financing, AlIB conducts thorough
analyses of the financial and economic viability of projects as well as the debt
sustainability of its borrowers. AlIB promotes its “Green” core value through its projects
and all projects financed by AIIB comply with the Bank’s ESF. AlIB’s Project
Prioritization and Quality Framework (PPQ) supports project quality at entry and
throughout the project life cycle by ensuring that projects are selected, prepared and
implemented to deliver results in line with the Bank’s strategic priorities as well as client
objectives. AlIB works with its Members and partners to increase the economic
efficiency of infrastructure projects throughout the project life cycle and reduce the
likelihood of stranded assets by supporting better project planning, design and
implementation. The Grievance Redress and Project-affected People’s Mechanisms
serve to further enhance the project sponsors’ and AllB’s accountability for the projects
financed by the Bank, thereby creating the incentives to deliver the best outcomes for
project beneficiaries. AllIB supports transparency, efficiency and ethical standards for
all projects through its Procurement Policy.



Accomplishments

AlIB continues to build on its accomplishments achieved during its start-up phase and the
first half of its growth phase.

During its start-up phase, AlIB built the foundations of a multilateral institution that is well-
positioned to further contribute to sustainable development in Asia and beyond. In the first half
of its growth phase, AlIB has been steadily growing its business, as guided by the Strategy,
to realize its mission. Key accomplishments include:

Worldwide Membership.

AlIB began operations on Jan. 16, 2016 with 57 founding Members (37 regional and
20 non-regional). As of end 2024, the Bank had 110 approved Members (98 ratified
and 12 prospective) representing approximately 81 percent of the global population
and 65 percent of global GDP.

Governance model enhancing efficiency and accountability.

The Bank’s Accountability Framework is an innovative governance model that
positions AlIB to embed a culture of accountability throughout the organization. It
strengthens: (i) the Board’s role in holding the President accountable and establishing
AlIB’s policies and strategies; and (ii) the President’s role in conducting AlIB’s
business. The unique structure AlIB has established for its Complaints-resolution,
Evaluation and Integrity Unit (CEIU) ensures both independence and close
engagement with Management.

All key policies and strategies developed or finalized.

AlIB’s ESF supports the Bank and its clients to achieve environmentally and socially
sustainable development outcomes. The Risk Management Framework is the guiding
reference for all risk-relevant policies and guidelines. The Policy on Public Information
promotes transparency in AllB’s operations. Strategies for energy, transport,
sustainable cities, digital infrastructure, water and health, and for investing in equity,
mobilizing private capital and financing operations in non-regional Members are all
approved and being implemented. AlIB’s Learning and Evaluation Policy outlines the
principles and internationally accepted criteria that underpin its learning and evaluation
activities and roles of the Board, CEIU and Management. These strategies constitute
the building blocks of the Strategy. Action plans have also been developed to guide
the Bank’s business in two important areas, climate and gender.

Expansion of toolkit and strengthening market position.

Responding to Members’ needs, AlIB has expanded its product offering by introducing
Results-Based Financing and Climate-Focused Policy-Based Financing (CPBF) for
sovereign clients. For nonsovereign clients, new measures include mainstreaming
liquidity support to infrastructure-related companies into regular financing and
providing unfunded risk participation to third-party participants. As a result, AlIB has
been gradually widening its client coverage and has strengthened its market position
in more infrastructure sectors and subsectors, including social infrastructure,
especially health. To complement these efforts, AlIB is growing its Special Funds
portfolio through various internal funds targeted to specific needs, partnerships and
accreditation by external donor facilities in order to mobilize, channel, and streamline

10
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additional resources that match AlIB’s core mission and Strategy. Examples of AlIB’s
Special Funds include the Special Fund Window and Project-Specific Window.

Quality portfolio developed according to high project standards.

AlIB uses its Project Prioritization and Quality Framework (PPQ) to screen projects
and ensure their strategic fit with the Bank’s priorities. The PPQ allows the Bank to
focus on results and improve project quality at entry and throughout the project life
cycle. Five criteria built upon each other are carried along the project cycle: (i) strategic
alignment; (ii) value addition; (iii) project design/expected results; (iv) implementation
readiness; and (v) compliance, effectiveness and efficiency. In addition, AlIB has
developed quarterly monitoring reports as a unique and innovative tool that allows the
Management to take timely actions and keep the Board well-informed on the Bank’s
portfolio quality.

Highest credit rating assigned by three major rating institutions.

Prudent risk management and financial policies have enabled AlIB to maintain the
highest credit ratings with a stable outlook from the top credit rating agencies—
Standard & Poor’s, Moody’s and Fitch.

Established presence in capital markets.

AlIB established its presence in international capital markets by successfully issuing
global bonds and expanded its funding sources through local currency-denominated
bond issuances and private placements.

Strengthened voice in international fora and growing partnerships.

AlIB is deeply engaged in — and committed to — key global and regional platforms and
forums, including the G20 (and the relevant working groups, such as the International
Financial Architecture Working Group that leads on the CAF review), MDB Heads
Group, United Nations (UN) General Assembly, and the UN Framework Convention
on Climate Change process. AlIB’s UN Permanent Observer status was granted in

recognition of the Bank’s relevance and contribution to the UN’s development mandate.

AlIB has gained the status of Observership at the Global Forum on Transparency and
Exchange of Information for Tax Purposes. The Bank also engages with peer MDBs,
development partners, international institutions, think tanks, civil society and
philanthropic organizations to mobilize resources, share knowledge, build capacity and
coordinate efforts in infrastructure financing.

11
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AlIB’s Vision, Mission and Strategic Choices

AllB’s VISION is a prosperous Asia based on sustainable economic
development and regional cooperation.

AlIB’s MISSION is Financing Infrastructure for Tomorrow. By investing in
sustainable infrastructure, AlIB unlocks new capital, new technologies and new
ways in which to address climate change and to connect Asia, and the world.

AlIB will achieve this working in partnership. By being agile and adaptable, the

Bank will meet client needs and operate to the highest standards.

Financing Infrastructure for Tomorrow

Infrastructure for Tomorrow is a dynamic concept that will be shaped by rapid changes in the
way markets function and people live, move and work. What is built, how it is built and where
it is built will evolve as the needs of the people, economy and the world change and as

infrastructure techniques advance.

Commitment to Sustainability. Infrastructure for Tomorrow reflects AlIB’s firm commitment to

sustainability by requiring that all investments be:

Financially and economically sustainable in terms of financial returns and economic
impact which generates positive economic returns and does not exacerbate a
country’s debt sustainability. This is assured through economic and financial analyses

made for all investments of the Bank.

Socially sustainable and inclusive in terms of addressing direct and indirect impacts,
especially on displaced persons, vulnerable groups and community health and safety.
Social sustainability promotes inclusive access to project benefits for all citizens—
irrespective of age, gender, location, ethnicity and other socio-economic
characteristics —and particularly to groups which are often marginalized, vulnerable

or excluded from access to services.

Environmentally sustainable in terms of addressing direct and indirect impacts on
the physical and biological environment such as water and air quality, biodiversity, local
pollution, climate change and land and water use. Environmental and social
sustainability is assured through the Bank's ESF which reflects good international

practices.
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Alignment with Thematic Priorities. Infrastructure for Tomorrow also sets a clear focus for the
Bank by requiring that all AlIB investments across infrastructure and other productive sectors
should ordinarily add value through one or more of the four cross-cutting themes of
Infrastructure for Tomorrow (referred as thematic priorities):

Green Infrastructure. Climate change is one of the most pressing global challenges
of this century. To achieve the desired steep reduction in global emissions and to adapt
to climate change, infrastructure needs to be green. As a major contributor to global
greenhouse gas (GHG) emissions, Asia’s sustainable development pathway will be
crucial for achieving the Paris Agreement objectives. Environmental improvement is
also key for Asia’s own future as it is expected to be hit hard by climate change and
environmental degradation if existing trends continue.?® This calls for substantial
investments in green infrastructure. Increasing attention and commitment of its
Members to adapt to and mitigate the impact of climate change and address local
environmental problems have reinforced the need for AlIB to focus on this area. AllB
will continue to prioritize green infrastructure and support its Members to meet their
environmental and related development goals by financing projects that deliver local
environmental improvements, including biodiversity and nature-based solutions, and
investments dedicated to climate mitigation and adaptation actions.

Connectivity and Regional Cooperation. Improving infrastructure connectivity in
Asia and promoting regional cooperation is AllB’s core mandate and can significantly
enhance competition, productivity and growth by increasing the flow of people, goods,
services, capital and information. Large gaps in infrastructure connectivity persist in
some parts of Asia, hampering development. Asian economies need to invest in major
domestic and cross-border transport, digital, health, energy and water networks to
enhance and spread benefits of growth across Asia and beyond. Promoting regional
cooperation complements infrastructure connectivity by expanding opportunities,
strengthening links between economies and providing supplementary non-economic
benefits. Progress on this front has been made in recent decades, but significant

variations across the region remain. Current challenges to regional cooperation include:

(i) the growth of protectionist measures, particularly in the form of import barriers and
domestic subsidies without the means to deescalate and resolve disputes, which can
threaten the positive long-run trend in Asia’s trade and investment linkages; (ii)
sensitivity of regional and international supply chains to disruption from shocks and
geopolitical tensions; (iii) difficulties of Asian financial markets in connecting Asian
issuers with Asian and global investors; (iv) uneven distribution of the benefits of
regional cooperation within Asia; and (v) the growing frequency and severity of cross-
border disasters and poor management of transnational public goods. AlIB can help
Asia address these challenges by strategically investing in infrastructure and other
productive sectors in line with its Articles of Agreement, mandate, Policies and
Strategies. AlIB will continue to prioritize projects that facilitate better domestic and
cross-border infrastructure connectivity within Asia and between Asia and the rest of
the world. It will also support projects that complement cross-border infrastructure
connectivity by generating direct measurable benefits in enhancing regional trade,
investment, digital and financial integration across Asian economies and beyond.

23 UNESCAP. 2024. Review of Climate Ambition in Asia and the Pacific — From Ambitions to Results: Sectoral
Solutions and Integrated Action.
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Technology-enabled Infrastructure. Technology, defined as the application of
scientific, engineering and digital solutions and processes, is able to dramatically
change the way infrastructure is designed, constructed and operated. Used
appropriately and effectively, technology can improve traditional infrastructure by
streamlining processes, enhancing economic and social benefits and promoting
sustainability, quality and safety as well as reducing financial costs and risks.
Technology is not an end unto itself but an important means to provide a solution to
the infrastructure challenge. However, the pace of innovation and development of
technologies for infrastructure and their adoption at scale remains slower than in other
sectors. The central role played by technology-enabled infrastructure, and digital
infrastructure in particular, in facilitating the continuous functioning of the economy and
provision of critical services during the COVID-19 pandemic, including in health and
education, provided greater recognition of the need to accelerate the ongoing
technological transformation of infrastructure. This will require investments in
technology for infrastructure, increased application of technology to infrastructure and
recognition of the role of digital infrastructure in modern economies. As an institution
established in the digital era, AlIB can play a major role in supporting its clients to
transform their economies through investments in infrastructure and other productive
sectors. AlIB can develop technology as a core comparative advantage offered to
clients. AlIB will continue to support projects where the application of technology
delivers better value, quality, productivity, efficiency, resilience, sustainability, inclusion,
transparency or better governance along the full project life cycle.

Private Capital Mobilization. Private capital mobilization is different from the other
thematic priorities. It refers to the financing method, rather than the nature of the project.
It is essential to realize AlIB’s mandate, in particular to address the vast infrastructure
financing needs that far exceed the fiscal capacity of governments and balance sheets
of MDBs. Notwithstanding the extensive private financing that can potentially be
attracted, current participation of private capital in Asian infrastructure is quite low.
Private financing is still predominantly provided by the banking sectors with the large
Asian institutional investor pool untapped. There is a significant need for AlIB’s
catalytic role to create the necessary environment to increase private and other
investors’ appetite for investing in emerging market infrastructure as well as other
productive sectors. AlIB sees opportunity to increase private direct capital mobilization
through its non-sovereign and sovereign operations, including CPBF, to create an
enabling environment for private capital mobilization in infrastructure sectors. AllB’s
catalytic role becomes even more important at times of increased financial distress
and economic downturns when private capital withdraws from developing countries.
AlIB will support projects that mobilize private financing into sectors within its mandate.

AlIB’s thematic priorities were identified by undertaking wide stakeholder consultations and
examining client demand to understand what is underserved in the infrastructure market. They
were reaffirmed during the CSMR. Despite their differing natures, the thematic priorities
complement each other and reflect the areas in which AlIB is well-positioned to develop strong
competency and a clear offering to clients within the Strategy period. In case extraordinary
situations occur during the Strategy period, AlIB will adapt and respond with measured and
time-bound actions, and as and when such situations resolve, return to its commitment to add
value through its four thematic priorities.

14

PUBLIC



Box 1: Impact of AlIB

Improving economic and social outcomes in Asia is part of the mandate of the Asian
Infrastructure Investment Bank (AlIB). AlIB’s financing contributes to higher-level development
outcomes, including the Sustainable Development Goals and other development goals
pursued by its Members (see Box 2). As a project finance Bank, AllIB aims to ensure that each
project it finances helps its clients achieve their desired development outcomes, as captured
by the results framework defined for each project. AllIB’s Operational Policy on Financing
requires each project to have clearly defined development objectives and a results framework,
which permit appropriate evaluation of the project. Project results frameworks incorporate
specific indicators on development outcomes, including those related to net greenhouse gas
emissions and female beneficiaries, where applicable.

At the corporate level, the overall impact of AlIB financing can be conceptually expressed as
a combination of three essential elements:

Total resources mobilized by AlIB. Being aware of the critical role, but the limited amount
of its financing, AlIB provides the necessary financing with the right tenor and quantity in line
with the needs of each project and proactively aspires to catalyze other financing sources into
infrastructure investments. AlIB values mobilized financing as much as its own financing. The
Bank’s Corporate Scorecard contains dedicated indicators that track the total capital mobilized
by AlIB through its own financing approvals and from private and public sources. AlIB also
reports on the share of its nonsovereign-backed financing and private direct capital
mobilization through a dedicated target indicator.

Alignment of the objectives of investments with the Corporate Strategy. AllB contributes
to direct impacts in the priority areas where it seeks to add value and establish its market
position. AlIB ensures that every project it finances is ordinarily aligned with at least one of its
four thematic priorities and does not dilute itself in other areas that may fit better with the
mandates of other institutions. AlIB accountability is furthered by tracking progress on its
climate financing and cross-border connectivity financing through dedicated target indicators
in its Corporate Scorecard and will regularly report in detail the alignment of its operations with
the Bank’s four thematic priorities. Through these performance measurements, AllB aims to
strengthen systematic monitoring and tracking of outcomes that are related to AlIB’s mandate.

Portfolio performance. The performance of AlIB’s portfolio is measured against the
successful implementation of the projects it finances and the fulfillment of project objectives in
line with AlIB’s policies and strategies. Based on individual project performance monitoring,
the Bank includes indicators for implementation performance and project completion success
in its Corporate Scorecard. This tool and ten years of experience, enable AlIB in its next phase
of development to gain deeper insights on development outcomes - particularly related to
areas such as climate and impact on women and girls - and to enhance the visibility of its
corporate reporting on outcome indicators.
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Box 2: AlIB and the Sustainable Development Goals

National governments have endorsed and committed to meeting the Sustainable
Development Goals (SDGs) which were launched by the United Nations in 2015. The SDG’s
17 goals and 169 underpinning targets serve to guide global development efforts until 2030.
National governments are responsible for measuring the SDG outcomes at the economy level.
The Asian Infrastructure Investment Bank’s (AlIB) investments in infrastructure and other
productive sectors are critical in fostering sustainable economic development, creating wealth,
and contributing to its Members’ efforts to achieve the SDGs. AlIB’s investments support the
SDGs in the following ways:

1. AlIB’s existing investments in energy, transport, sustainable cities, digital infrastructure,
water, health and education sectors directly support six SDGs:

SDG 3: Good health and well-being.

SDG 4: Quality education.

SDG 6: Clean water and sanitation.

SDG 7: Affordable and clean energy.

SDG 9: Industry, innovation and infrastructure.

SDG 11: Sustainable cities and communities.

2. AlIB is also incorporating cross-cutting themes in its investments. AllB’s initial success and
future commitment to climate finance can be mapped against SDG 13. In addition, AlIB’s
commitment to increase its connectivity and regional cooperation operations and capital
mobilization is expected to be reflected in SDG 8 and SDG 17. Finally, implementation of
AlIB’s Gender Action Plan (GAP) will enhance the Bank’s efforts in providing a consistent
approach in supporting clients to effectively manage risk and achieve positive gender impacts
in projects financed by the Bank and aligned with SDG 5.

SDG 5: Gender equality.

SDG 8: Decent work and economic growth.

SDG 13: Climate action.

SDG 17: Partnerships for the goals.

3. AlIB was established after the adoption of the SDGs. Therefore, it was able to “subscribe
to the principles of sustainable development in the identification, preparation and
implementation of Projects”* and developed its ESF by incorporating the SDGs.

Going forward, AlIB will continue contributing to its Members’ efforts to achieve the SDGs,
updating its SDG mapping exercise and working in close cooperation with the United Nations
and other partners to promote sustainable development.

24 AlIB Environmental and Social Framework.
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Box 3: AlIB and Gender

AlIB’s first Gender Action Plan?® supports Bank staff and clients to integrate the Bank’s gender
commitments into infrastructure investments in a consistent, high-quality manner. It does this
by consolidating corporate commitments made through AlIB’'s Corporate Strategy,
Operational Policy on Financing, sector strategies and Environmental and Social Framework
— and then sets out the systematic approach the Bank will take to identify and achieve impacts
and outcomes for gender equality and women’s empowerment throughout the project cycle.

Experience shows that gender considerations are not static or material only to upfront project
planning. Instead, they emerge as part of the project assessment, design and implementation,
at different levels and with different stakeholders. They also differ according to sector and
subsector, investment modality, and financing instrument. Driven by its client-centric
approach, AlIB will continue to work closely with clients in a responsive, tailored manner to
ensure gender considerations within infrastructure investments are fit for purpose and positive
gender outcomes are achieved. To achieve this, the Bank will continue its close dialogue with
Members and clients, as well as civil society organizations and other development partners,
on how to eliminate barriers when financing infrastructure projects and maximize benefits for
all, including through the scaling up and acceleration of new tools, resources and trainings to
guide gender integration across the Bank’s different sectors and lending instruments.

25 AlIB Gender Action Plan.
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AlIB’s Strategic Choices

AlIB’s overall direction will continue to be guided by its mandate, core values and the principles
which constitute the foundations of the institution. Its future business development will be built
on the following strategic choices that set a clear path for the Bank’s operations in its growth
phase.

Focusing on Financing Infrastructure for Tomorrow

AlIB will focus on Financing Infrastructure for Tomorrow. AlIB will unlock new capital, new
technologies and new ways in which to address climate change and to connect Asia, and the
world. While AlIB will remain focused on infrastructure sectors and subsectors in which it has
established its market position, it will also gradually expand its capacity, role and value-add in
other productive sectors. The Bank will require all its activities to ordinarily add value through
one or more of the four thematic priorities defined under Financing Infrastructure for Tomorrow
and, as it builds experience in a given sector, will elucidate its approach through dedicated
sector strategies.

Focusing on Asia

As required by its Articles of Agreement, AlIB will maintain a strong focus on Asia and will
continue to build its core competency in the region. In doing so, AlIB will develop tools to better
serve its presently underserved regional Members. AlIB also recognizes the key role that its
non-regional Members play in the advancement of development in Asia and in addressing
climate change. Via increased collaboration with development partners and experience
accumulated through successful non-regional projects, AlIB will continue to gradually build
capacity to deliver projects in non-regional Members, within its defined principles and limits
under the Bank’s Strategy on Financing Operations in Non-Regional Members, which will be
periodically reviewed and, as appropriate, revised by the Board of Directors.

Building Partnerships and Mobilizing Investment

Addressing Asia’s daunting infrastructure challenge involves several requisites (e.g., finance,
technical support, enabling environment) that are beyond the capabilities of any single
organization. Effective partnerships are needed where all stakeholders (governments, the
private sector, MDBs, civil society organizations and others) cooperate with and complement
each other. In line with its Articles of Agreement, AlIB will continue to work closely with other
multilateral and bilateral development partners to help its Members address their development
challenges. It will also continue to play its constructive role as part of the MDB system. This
includes playing an active role in joint MDB working groups, implementing relevant CAF
Review Recommendations, enhancing cooperation in country platforms and engaging in the
mutual recognition of standards of MDBs. AlIB will collaborate with other financiers and will
actively pursue mobilization to supplement its own financial capacity. AlIB will also seek to
share its commitment to high international standards with new development partners, helping
them build capacity with the aim of developing new operational partnerships in the future.

Focusing on the Project Cycle

Building on its earlier success in serving client needs, AlIB will increasingly focus on further
enhancing its ability to provide services to its clients that add value along the project cycle
such as project preparation, implementation and private capital mobilization. Expanding AlIB’s
scope and value add will support its growing impact and the broadening of its client base.
Such efforts will be influenced by AlIB’s “Lean” core value, and commitment to help clients
develop the capabilities they need by allowing them to take the ownership of their projects.
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Realizing AlIB’s Mission 2030

Reflecting its strong commitment to realize its mission, AlIB will further develop its operations
and capacities in a strategic and targeted manner. Five key pillars will guide the Bank’s actions
during the Strategy period:

Establishing market position. Developing competency and credibility and providing
value-add in the four thematic priority areas of Financing Infrastructure for Tomorrow.

Achieving impact at scale. Gradually increasing its own financing and becoming an
effective catalyst.

Adding value along the project cycle. Enhancing activities in project preparation,
implementation and asset recycling to respond to different client needs.

Serving a broad range of Members. Increasing the breadth of client relations and
scaling up efforts to reach underserved Members across the income spectrum.

Building the corporate culture. Achieving the objectives of being: (i) highly responsive

to clients while maintaining high international standards; and (ii) a workplace fit for the
best talent drawn from around the world.
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Pillar One: Focus
ESTABLISHING MARKET POSITION

By 2030, AlIB will be recognized as an infrastructure financier responding
to client demand with agility and deep expertise in Financing Infrastructure
for Tomorrow. AlIB will strengthen its technical capacity and partnerships to
deliver quality projects supporting four thematic priorities: green
infrastructure, connectivity and regional cooperation, technology-enabled
infrastructure and private capital mobilization. AlIB will achieve successful
outcomes under all four thematic priorities by giving each one adequate and
balanced attention.

Green infrastructure financing? is and will remain a key area of focus for AlIB’s
investment portfolio. Green infrastructure includes projects that support climate change
efforts and help Members meet their other environmental and related development goals,
including their Nationally Determined Contributions in line with their Paris Agreement
commitments. AlIB will support projects that deliver local environmental improvements,
including biodiversity and nature-based solutions, and investments dedicated to climate
mitigation and adaptation actions. This will cover a range of investments and sectors including
renewable energy and low-carbon public transportation as well as better water management
and sanitation, pollution control and enhancing ecosystem services. Reflecting its commitment
to supporting the Paris Agreement, AlIB aims to maximize climate benefits in all investments,
and exceed a 50 percent share of climate finance in its actual financing approvals every year
until 2030. In addition, following the important steps it has taken in international fora, all AlIB
financings are aligned with the Paris Agreement. The Bank will continue its engagement with
other MDBs to improve tracking methodologies, provide technical and analytical support to
Members for strengthening climate strategies and policy frameworks, and enhance project
design to maximize climate co-benefits.

In line with the ambition of the international community on the climate agenda and its own
updated Energy Sector Strategy?’, the Bank supports its Members’ respective transitions
toward a clean energy system and finances investments that are demonstrably compatible
both with the Member’s transition toward secure, sustainable, and low-carbon energy for all,
and with internationally agreed targets. Significant changes have taken place in the energy
sector in recent years, including the sharp fall in the cost of renewable energy along with
improvements in processes and technologies that increases energy efficiency and reduce
emissions. Following its updated Energy Sector Strategy, AlIB will increasingly focus on
investments in these areas.

During the Strategy period, AlIB will continue supporting financial and capital market
operations with green objectives and scale up climate finance by establishing partnerships
with other private and public sector institutions and exploring opportunities to access dedicated
climate grants. AlIB will bring capital, capacity and convening power to support its Members
in their efforts to combat climate change. Over the medium to long term, AlIB will: (i)
accumulate experience and expertise in green investments that support local environmental

26 Green finance includes projects with climate mitigation and adaptation and other environmental objectives as
defined by the International Development Finance Club.
27 Energy Sector Strateqy: Sustainable Energy for Tomorrow, updated in November 2022.
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improvements as well as in climate change adaptation and mitigation; (ii) solidify its role in
promoting green capital and financial market operations; and (iii) establish deep capacity to
better support its Members in developing low-carbon and climate-resilient infrastructure
investments. In supporting green infrastructure, AlIB will mainstream climate change priorities
into decision-making across its operations and apply the necessary tools and instruments (e.g.,
shadow carbon pricing and GHG emission accounting) in the economic analysis of its projects.
AlIB will also continue tracking GHG emissions reductions via its Energy Sector Strategy and,
over time build capacity to expand GHG accounting to other sectors and track its financing for
climate resilience.

AlIB will continue to increase its support for connectivity and regional cooperation.
Given its core mandate to improve infrastructure connectivity and promote regional
cooperation, AlIB will prioritize projects that facilitate better domestic and cross-border
infrastructure connectivity within Asia and between Asia and the rest of the world. It will also
support projects that complement cross-border infrastructure connectivity by generating direct
measurable benefits in enhancing regional trade, investment, digital and financial integration
across Asian economies and beyond (projects that facilitate better cross-border infrastructure
connectivity and projects that complement cross-border infrastructure connectivity, hereafter
referred as “cross-border connectivity projects”). AlIB will seek to enhance its capacity and
deepen its engagements with its Members to proactively identify and help develop cross-
border connectivity projects. Recognizing the complexity and resource intensity of such
projects, AlIB will engage with its development partners and multilateral institutions that are
working to strengthen connectivity and regional cooperation. AlIB will focus mostly on the
projects while generally allowing its development partners to take the lead on policy, regulatory
and other issues that affect the outcome of projects but are outside the project cycle. AlIB will
learn from the experiences and methods of other institutions to develop and enhance its
capacity to support cross-border connectivity projects, while paying close attention to the
identification of risks so that measures are put in place to manage them. AlIB will also enhance
its cooperation with private and other partners to identify and finance cross-border connectivity
projects. AlIB’s activities related to cross-border connectivity projects will be fully aligned with
its Articles of Agreement, mandate, Policies and Strategies. By 2030, AlIB will aim to reach a
25 to 30 percent share for cross-border connectivity project financing in its actual financing
approvals.

Technology will remain a focus of AlIB’s investments in the coming years. Capitalizing
on its advantage of being established in the digital era, AlIB will support projects where the
application of technology delivers better value, quality, productivity, efficiency, resilience,
sustainability, inclusion, transparency or better governance along the full project life cycle.
AlIB will enhance its capacity to more proactively identify and support technology-enabled
projects across all infrastructure sectors and to help clients mitigate the risk of falling behind
the technological revolution (e.g., disruptions in critical social and economic services,
obsolescence, stranded assets, unsustainability, low efficiency). AlIB will support the ongoing
digital and technological transformation of its Members. In doing so, AlIB will be cognizant of
technology governance issues, including privacy, data protection and cybersecurity, taking
required precautionary actions, working with clients and partners collaboratively to manage
regulatory risks and ensuring that the projects it supports are complying fully with applicable
overarching regulations.
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AlIB will continue to enhance its private capital mobilization efforts by leveraging its
own finance and by promoting infrastructure as an asset class. AlIB will support projects
that mobilize private financing into sectors within its mandate. AlIB will establish its market
credibility and leadership in selecting, help designing and financing high-quality projects that
could leverage its own finance with additional private capital. By focusing on leading
transactions and actively mobilizing the private sector, AlIB will be more catalytic in increasing
the overall financing to the client. The Bank will also support the development of infrastructure
finance markets with a view to promoting infrastructure as an asset class. AlIB will deepen its
partnerships with MDBs, governments, commercial and investment banks, capital market
participants including institutional and retail investors, reputable project sponsors and clients
to help deliver high-quality projects. These activities, complemented by AlIB’s aim for
substantially increasing its private sector financing, should overtime enable and facilitate an
ecosystem where private capital can play a significant role in financing infrastructure.

A significant expansion of capacity and technical know-how will be critical to achieving
Mission 2030. AlIB has plans to increase its staffing to an estimated 1,000 staff by 2030. In
line with the Strategic Staffing Plan, emphasis will be placed on addressing staffing needs in
investment operations by deepening expertise in delivering high-quality projects in thematic
priority areas. In line with the Bank’s plans to increase its private sector operations, AlIB will
build strong and steady teams that can engage with project sponsors, actively initiate and
develop relationships and cofinancing opportunities with private financiers and develop
capacities to enhance private capital mobilization. Special priority will be given to building the
Bank’s expertise in green infrastructure and connectivity and regional cooperation by
recruiting financing specialists that can originate and lead operations in these areas. AlIB will
continue to fill in gaps in technical expertise in infrastructure sectors and subsectors. AlIB will
also recruit financing specialists capable of originating technology-enabled operations and
expanding AllB’s network of technology partners. External expertise will be utilized as needed
to complement and enhance internal capacity. Additional emphasis will be given to staff
mentoring and training as well as staff learning and experience sharing to support the
deepening of in-house technical know-how in priority areas on an ongoing basis.

AlIB will also take steps that will support its market position as a leading institution in
Financing Infrastructure for Tomorrow. The Bank will selectively produce reports on
specific emerging subsector trends in its Member economies as well as analyses that would
support the implementation of the Bank’s strategies. In addition, in partnership with other
MDBs and market-leading research and analytics partners, AlIB will produce focused and
evidence-based analysis intended to deepen the shared knowledge among its Members and
inform the broader investment and development community. AlIB will also increase its
presence in international fora and platforms to share the lessons and experience gained from
its investments and to contribute to the global infrastructure agenda.
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Pillar Two: Scale
ACHIEVING IMPACT AT SCALE

By 2030, AlIB will achieve impact at scale by mobilizing substantial
investments from private and other sources and by gradually increasing its
own financing. AlIB will effectively utilize its own resources, convening
capability and partnerships to help address the vast infrastructure financing
gap. AlIB projects USD17 billion financing from its own account and private
direct capital mobilization. AlIB aims at reaching a 50 percent share of
private sector financing.

AlIB is projected to increase financing to an investment volume of USD17 billion by
2030, inclusive of private direct capital mobilization. Private sector financing operations
will expand significantly with the aim of reaching a 50 percent share in the Bank’s actual
approved financing plus private direct capital mobilization by 2030. AlIB’s increased ambition
in both the sovereign and private sector financing demonstrates our steadfast dedication to
channel more financing toward supporting our clients’ development objectives. AlIB will
prioritize transactions that can be replicated and scaled up and have a strong likelihood of
generating repeat investments to multiply impact. AlIB will ramp up our efforts to directly
mobilize more private sector financing. The Bank will also seek to increase its financing
options for subsovereign borrowers?® and will gradually expand its capacity to identify and
deliver operations in other productive sectors.

The Bank will leverage its own balance sheet to mobilize a significant volume of
capital—particularly from the private sector. AlIB will build staff capacity to carry out
business development, project origination and relationship management aimed at mobilizing
private investments. The Bank will also leverage a strong network of commercial banks,
institutional investors, public and private development partners and other sponsors with whom
it will partner to identify, help develop and jointly finance bankable projects. At the same time,
AlIB will continue to learn from its project experience to continuously improve its success in
catalyzing others and will report on its private sector financing and capital mobilization
performance through dedicated indicators in its Corporate Scorecard.

AlIB will further deepen its expertise, network and activities in the provision of risk capital (e.g.,
equity, mezzanine) and risk mitigation products (e.g., guarantees, unfunded banking products)
to increase the risk appetite of private investors. The Bank will also increase its local currency
offerings to provide suitable financing for infrastructure projects with local currency revenue
streams and to eventually develop local currency capital markets. AlIB will continue to
innovate, improve, listen to clients’ needs and help them access the most suitable financing
solutions. This will include providing advisory services in selected strategic transactions.

28 Subsovereign borrowers refer to any entity below the national government including local governments and local
government owned utilities and enterprises. As with all other public entities, operations with subsovereign
borrowers which are not backed by a sovereign guarantee will be considered as private sector financing.
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Pillar Three: Scope
ADDING VALUE ALONG THE PROJECT CYCLE

By 2030, AlIB will gradually expand the scope of its services to address
different client needs along the project cycle across the four thematic priority
areas. AlIB will systemically increase its activities that help its clients develop
and execute high-quality and bankable projects and recycle their
infrastructure assets. To achieve these objectives, AllIB will build its internal
capacity and work more closely with its clients and partners.

AlIB will increase its focus on providing project preparation and implementation
services. AlIB will seek collaboration or formalize its partnership with reputable project
partners, technical assistance providers and specialized service providers to provide a full
range of services in project preparation and implementation. The Bank will also increase its
own capacity and devote more staff and expertise to engage earlier in the project cycle and
provide effective monitoring and service during implementation. In resourcing these activities,
AlIB will mobilize dedicated internal resources (including through its Project Preparation
Special Fund) and leverage partnerships with donors and international facilities.

To address client needs for recycling public and private infrastructure assets, AlIB will:
(i) Support the development of infrastructure-related capital markets and associated
products,
(i) Build capacity and partner with reputable public and private partners innovating in local
currency capital markets and
(iii) Increase its capacity, network and activities in syndication, structured finance and
other means for monetization of infrastructure assets and funds.

Critical to broadening AlIB’s range of services along the project cycle will be
developing mechanisms to be closer to clients. The Bank will develop innovative, efficient
and cost-effective approaches to establish its reputation and presence in key markets and
financial centers by gradually opening a small number of multifunctional hub offices in AlIB
Members. The business need for hub offices relates primarily to: (i) identifying, strengthening
and maintaining client relationships to facilitate project origination, preparation,
implementation and monitoring; (ii) strengthening partnership and collaboration with a broad
range of stakeholders; (iii) enhancing investor relations and treasury operations by ensuring
business continuity and growing business in diverse markets; and (iv) developing AlIB’s brand
recognition in the market and furthering its aspiration to be a preferred partner for clients, as
outlined in Pillar Five.
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Pillar Four: Clients
SERVING A BROAD RANGE OF MEMBERS

By 2030, AlIB will significantly expand the breadth of its client reach and
client relations. While maintaining a strong focus on Asia, it will work with a
larger set of clients and Members across the income spectrum, particularly
those that were underserved during AlIB’s start-up phase. AlIB will strive to
broaden its impact by gradually increasing its operations in non-regional
Members.

AlIB will sharpen its overall client focus by enhancing its client relations capacity and
expanding its client reach. As an MDB where developing and emerging economies enjoy
strong voice and representation, AlIB helps its Members invest in infrastructure according to
the priorities they determine for their economic and social development. As a bank that
provides client-driven solutions, establishing a client relations system that is highly responsive
and cost-effective will be a defining feature of AlIB’s business model.

Serving the needs of its broad Membership base across the income spectrum will be a
priority for AlIB over the Strategy period. Following the Bank’s rapid growth and success
in reaching a sizable set of clients during its start-up phase, including through its COVID-19
Crisis Recovery Facility, the Bank will scale up efforts to further expand its reach to
underserved Members. AlIB will also utilize available Special Funds resources to make AllB
loans more affordable where needed for its less developed Members.

Reflecting the importance of increasing connectivity and cooperation with other regions for
sustaining Asia’s economic success, AllB’s activities in non-regional Members will gradually
increase to broaden its impact, while remaining focused on projects that provide significant
benefits to Asia, such as projects that promote infrastructure connectivity with Asia and
investments in global public goods. Such projects will typically be undertaken jointly with, and
under the lead of, a partner development finance institution. These projects will remain within
the principles and limits under AlIB’s Strategy on Financing Operations in Non-regional
Members which will be periodically reviewed and, as appropriate, revised by the Board of
Directors.

AlIB will use its Project Preparation Special Fund strategically through targeted outreach and
improved disbursement efficiency. The Bank will continue working with bilateral partners and
public and private foundations to provide concessional funds through project-specific
cofinancing agreements for projects that meet common eligibility criteria. Over time, AlIB may
also consider other new approaches to reach a broader range of Members and to continue to
pay special regard to the needs of less developed Members in the region as per its Articles of
Agreement. While serving a broad range of Members, AlIB will maintain its average portfolio
quality in line with target ratings and ensure its Key Risk Indicators are above the thresholds
determined in the Risk Appetite Statement.
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Pillar Five: Culture
BUILDING THE CORPORATE CULTURE

AlIB will foster a corporate culture in line with the following objectives: AllB
will be highly responsive to its clients while maintaining high international
standards. AlIB will be a workplace fit for the best talent drawn from around
the world and staff will be trusted and empowered. To achieve these
objectives, AlIB will adopt a growth mind-set and strive for continuous
improvement, particularly through learning and its application.

AlIB will regularly survey and engage with clients and staff to assess progress in
developing its culture against the following objectives:

Preferred partner for clients. Clients should feel that AlIB is agile and responsive to
their financing requirements with an approach that is innovative, efficient, responsible,
crowds in other financiers and motivated by an urgent desire to successfully achieve
project outcomes. AlIB will revert promptly to clients when transactions do not meet
AlIB standards.

Employer of choice for staff. Staff should feel that AlIB is a high-performing, open
and inclusive international workplace. AlIB will build an environment where staff are
supported and empowered to achieve their potential, encouraged to share ideas and
appropriately trained. A place where innovation is encouraged, and Management lives
up to the Bank’s leadership principles.

AlIB will take the following actions to deliver on these objectives:

Agility. AlIB’s internal systems will be flexible, efficient, and will enable staff to respond
effectively to changing circumstances to meet client and shareholder expectations.
AlIB will strive to keep high efficiency in its procedures and decision-making by building
effective processes. AlIB will nurture its culture of continuous learning, built on its own
experience and the experience of other financial institutions, to efficiently deliver high
value to clients and shareholders. AlIB will track a corporate efficiency indicator in its
Corporate Scorecard.

Responsiveness. AlIB will adopt a digital first approach which aims to utilize technology
as a value proposition for its clients. AllB’s corporate culture will be equally compatible
for serving both public and private sector clients and strive to continuously improve the
quality of its service.

Talent. AlIB will further support career growth, retention, and will address key cultural
challenges in a strategic manner. This will be achieved by strengthening human capital
processes and enhancing employee engagement to bolster AlIB positioning as a
global employer of choice. Three key pillars will reinforce this strategic approach: (i)
Competitive Total Rewards: enhancing compensation and benefits frameworks to
recognize performance, attract top talent, and retain a high-performing workforce, with
a focus on both pay and non-pay factors; (ii) Culture and Work Environment:
implementing a dynamic Culture Plan to foster an inclusive, innovative, and purpose-
driven work environment that encourages a speak-up culture and reinforces the Bank’s
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commitment to equal opportunity, with initiatives focused on developing leadership,
breaking down cultural silos, and promoting shared values; and (iii) Career
Development: establishing clear career paths, promoting self-directed learning, and
building leadership pipelines through robust succession planning.

Leadership. High caliber leaders who deliver concrete results are critical to accomplish
the Bank’s Mission 2030. AlIB’s human capital processes will be aligned around a set
of competencies that will cut across all levels and will be consistently embedded in
performance management to drive alignment and accountability across the Bank.
AlIB’s leaders will create and sustain a high-performance culture by setting clear
objectives and by empowering staff. AlIB will hire and invest in the development of
world class leaders and managers who adhere strongly to AlIB’s leadership principles
by their actions and behaviors. AlIB’s leaders will work to build the Bank’s corporate
culture according to the following commitment:

“We will build a global community of digitally connected, world-class professionals with an
extended family of clients, partners and stakeholders. Diversity is our strength and we are
united by common objectives, mutual trust, a collaborative culture and a passion to build a
financially sustainable bank that puts people and planet first. We commit to enable
empowerment and innovation by having the appropriate balance between rules and creativity,
where staff are motivated to achieve meaningful outcomes that matter most to our
shareholders.”
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Monitoring Progress in Achieving the Strateqy

The Strategy is complemented by a Corporate Scorecard that: (i) monitors progress and holds
Management accountable for delivering strategic objectives; (ii) provides information on AlIB’s
overall performance; and (iii) facilitates dialogue between Management and the Board on
areas requiring attention. The Corporate Scorecard builds on previous Key Business
Indicators of the BPB process and will be reported publicly on an annual basis to complement
other forms of monitoring and reporting to the Board. The first set of indicators in the Corporate
Scorecard are related to impact as defined by: (i) financing volume; (ii) alignment with thematic
priorities; and (iii) portfolio performance.

Financing volume. Recognizing that AlIB’s capital is only a portion of Asia’s vast
infrastructure financing needs, financing indicators track the total amount of financing
mobilized by the Bank (directly and indirectly from private capital, according to the joint MDB
methodology, and directly from public sources) in addition to AllB’s own financing (both
approvals and new commitments). AlIB aims to reach a 50 percent share of private sector
financing in its actual approved financing by 2030, inclusive of private direct capital
mobilization.

Alignment with thematic priorities. AlIB’s operational alignment is monitored through two
dedicated target indicators (climate finance and cross-border connectivity). AlIB will aim to
exceed a 50 percent share of climate finance in its actual financing approvals every year until
2030. This indicator reflects and supports AllIB’s focus on addressing climate change. AlIB will
also aim to reach a 25 to 30 percent share for cross-border connectivity project financing in its
actual financing approvals by 2030. This indicator reflects AlIB’s core mandate to promote
connectivity and regional cooperation. AlIB investments across infrastructure and other
productive sectors should ordinarily add value through one or more of its four thematic
priorities. The detailed breakdown of this alignment will be reported through regular updates.
The Bank’s targets on climate finance, cross-border connectivity as well as private sector
financing, must be perceived as indicative reference points, serving as ambitious goalposts
without restricting the Bank from making approvals to respond to crucial client demand,
maintaining its high project standards and sound banking principles, even if this may mean
falling short of the targets.

Portfolio performance. This is monitored through a set of indicators. First, portfolio
implementation performance is measured as the annual disbursement ratio (for sovereign
projects only) and share of projects without severe or unresolved issues impacting
implementation performance and results. The severity of identified implementation issues and
the proactivity of AllB’s operational teams to address those issues determine this indicator.
Second, the Bank will measure the aggregated rating of each project’s success in achieving
its intended objectives upon completion. This will ensure that the Scorecard effectively
summarizes the success of the Bank in supporting its clients in achieving project outcomes,
and thus the performance of the Bank. At completion, each project is assessed against the
OECD’s Development Assistance Committee evaluation criteria of effectiveness, relevance,
efficiency and sustainability, in line with our Learning and Evaluation Policy. Overall ratings
are assigned to each project, which are then aggregated at the portfolio level as the Project
Completion Success indicator and reported in the Corporate Scorecard. Through the
effectiveness criterion, the Bank’s performance in projects is assessed against the
achievement of development outcomes in the results framework, including for women and
girls, and for net GHG emissions, where applicable. This process allows to strengthen

28

PUBLIC



understanding of achieving development impact in target areas, which in turn can feed into
enhanced project development.

The Corporate Scorecard tracks AllB’s financial sustainability through weighted average credit
rating (WACR), a capital preservation indicator and the budget sustainability indicator. A final

set of indicators tracks and monitors AllB’s corporate efficiency and workforce gender diversity.

Several objectives featured in the Corporate Strategy are not included in the Scorecard as
their qualitative nature would be more suitable for reporting via other mechanisms such as the
annual BPB, Annual Report and Impact Report. The coverage and depth of the Corporate
Scorecard will evolve over time as the institution grows and increases its capacity and level of
preparedness. This will reflect the key principle of keeping the Scorecard lean and fully aligned
with the high-level objectives of the Strategy.
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IMPACT

Table A: Corporate Scorecard

Total capital mobilization (USD Billion)
(Capital mobilized by AllB’s annual financing
approvals plus capital mobilized by AlIB from
private and public sources)

Annual financing approvals and new
. commitments
Portfolio (USD Billion)

Volume

Capital mobilization (USD Billion)
(Capital mobilized by AlIB from other private and
public sources)

Private sector financing — Target by 2030
(50% of actual financing approvals plus private
direct capital mobilization)

Climate finance — Annual target until 2030
Portfolio (Exceed 50% of actual financing approvals)

Al e Cross-border connectivity — Target by 2030

(25 to 30% of actual financing approvals)

Portfolio implementation performance

(i) Annual disbursement for sovereign projects (%
of disbursed amount during a fiscal year to
undisbursed balance at the beginning of that
fiscal year).

. (if) Share of projects without severe or unresolved

Portfolio issues impacting implementation performance

Performance and results (% of number of projects).

Project completion success

Share of projects rated Highly Successful and
Successful over the number of completion reports
submitted to Investment Committee (% of number
of projects).

FINANCIAL
SUSTAINABILITY

Weighted average credit rating
(Weighted average of the investment operation portfolio’s individual
credit rating grades)

Capital preservation
(Cumulative paid-in capital plus retained earnings (in nominal terms)
as % of cumulative paid-in capital (in real terms))

Budget sustainability
(Ratio of administrative budget to the sum of loan spread and proxy
stable equity investment income)

EFFICIENCY AND
DIVERSITY

Workforce diversity — Gender (% of women professional staff)

Corporate efficiency
(Administrative budget as % of outstanding investments at year end)

30

PUBLIC



Annex

Updates to the Corporate Scorecard

The Corporate Scorecard was updated together with the updates to the Strategy to better
monitor the Bank’s performance in line with the Strategy objectives. These changes fall into
three categories: (1) setting strong incentives for the next stage of growth, (2) reflecting the
Bank’s growing maturity, and (3) incorporating operational experience.

Setting Strong Incentives:

e To drive the next stage of AlIB’s development, two of the three targets — private sector
financing and climate finance — from the original Strategy have been updated.
Acknowledging the critical role of the private sector in addressing the world’s
infrastructure challenges, as well as the Bank’s direct and active involvement in
mobilizing private capital, the private sector financing indicator now includes private
direct capital mobilization.

e Recognizing the importance of the climate agenda, AlIB is committed to having its
climate finance exceed a 50 percent share of annual financing approvals each year
until 2030.

Reflecting the Bank’s Growing Maturity:

As the Bank’s portfolio has grown and operational experience accumulated, certain indicators
that were less relevant in the startup phase now offer meaningful insights into AlIB’s
performance. Two indicators have been added to the Corporate Scorecard to reflect the
ongoing maturity of the Bank:

¢ A new commitments indicator, as an addition to tracking approvals. This indicator,
together with the indicator on annual financing approvals, will be a more effective
measure for the Bank’s operational growth while also emphasizing the importance of
client actions, which are crucial to the effectiveness of the Bank’s financing. Alignment
to the thematic priorities will continue to be measured against approvals.

e An indicator to capture the success of completed projects. As a project finance Bank,
AlIB aims to ensure that each project it finances helps its clients achieve their desired
development outcomes, as captured by the project-level results framework. This new
indicator ensures that the Corporate Scorecard effectively summarizes project success,
and thus the success of the Bank.

Incorporating Operational Experience:

Further changes to the Corporate Scorecard have been made based on operational
experience, particularly in consideration of how effective the indicators have been in
monitoring progress in achieving the Strategy objectives. Implementation readiness is more
effectively reviewed when disaggregated by product type, sector or Member context, making
it better suited for detailed reporting through other channels with an appropriate level of
granularity. As a result, it is no longer included in the Corporate Scorecard. Risk-adjusted
return on capital has been replaced by WACR as the latter better captures credit quality for
principal repayment and future income generation in the growth stage. A capital preservation
indicator has been added to directly gauge the Bank’s ability to protect capital against inflation
by comparing retained earnings generated with the amount required to preserve the value of
the capital.
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