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Financial support by MDBs and IFIs to Asia-Pacific region  
in the time of COVID-19: Helpful, but is it sufficient?  

The COVID-19 pandemic is hitting the world as never 

before. Asia and the Pacific is facing its worst economic 

contraction at least since the 1970s - the GDP of 

developing countries in the region is expected to drop by 

1.8 per cent in 2020 (Huang and Saxena, 2020). 6 million 

people in the region (excluding India) are projected to be 

pushed into extreme poverty ($1.90 per day) and 30 million 

people to go under the $3.20-per-day poverty threshold 

(ESCAP, forthcoming). The impacts on employment, 

education and health will be far deeper and will leave 

permanent scars.  

In this context, several economies are aggressively using 
counter-cyclical fiscal stimulus to alleviate the impact of the 
crisis, but many developing countries do not have 
adequate financial resources, especially those in most 
vulnerable situations. This calls for multilateral 
development banks (MDBs) and international financial 
institutions (IFIs) to play a major role in the global recovery. 

This brief reviews and assesses financial support provided 
to Asia-Pacific economies as of end-September 2020 by 
the following seven major MDBs and IFIs: Asian 
Development Bank (ADB), Asian Infrastructure Investment 
bank (AIIB), European Bank for Reconstruction and 
Development (EBRD), International Monetary Fund (IMF), 
Islamic Development Bank (IsDB), New Development Bank 
(NDB), and the World Bank.1 It also provides 
recommendations for the way forward. 

I. STYLIZED FACTS: SCALE OF FINANCIAL SUPPORT, 
LENDERS AND BENEFICIARIES 

Between March and September 2020, seven MDBs and 
IFIs2 announced to provide financing of a total amount 
of close to $40 billion to the Asia-Pacific countries  

(figure 1a),3 equivalent to 0.17 per cent of the recipient 
countries’ total GDP in 2019.  

o Over half of the total financing comes from regional 
MDBs/IFIs: ADB (31.9 per cent), AIIB (17.8 per cent) 
and NDB (5.3 per cent), in comparison to the World 
Bank (26.5 per cent) and IMF (12.6 per cent)4 (figure 
1a). 

o Nearly half of the total financial support has gone to 
South and South-West Asia ($17.9 billion), followed by 
South-East Asia ($11.3 billion), North and Central Asia 
($6.3 billion), East and North-East Asia ($1.8 billion), 
and the Pacific ($0.74 billion) (figure 1a).  

o While India received the largest amount of financial 
support ($6.4 billion), followed by Pakistan 
($4.4 billion) and the Philippines ($4.3 billion), the 
largest recipients in terms of the share of GDP are 
Afghanistan (6.2 per cent), Kyrgyzstan (7 per cent) and 
Palau (7 per cent) (figure 1b). In general, countries that 
lack domestic resources to roll out fiscal packages are 
more likely to seek help from MDBs or IFIs (figure 1c). 

o While the majority of MDB/IFI financing is through 
loans (96.3 per cent of close to $40 billion financing is 
in the form of loans, and the rest in grants and debt 
relief provisions5) (figure 1d), almost all grants 
(97 per cent) are for more vulnerable countries, i.e. the 
Countries with Special Needs. 

o However, Asia-Pacific least developed countries may 
not receive sufficient financial support. They need to 
pay $4.1 billion in debt servicing to the same 
multilateral lenders in 2020-2021, which leaves 
substantially smaller net inflows (Lee, 2020) (figure 
2a).  

To cope with the socio-economic impact of COVID-19, countries have sought help from multilateral 

development banks (MDBs) and international financial institutions (IFIs). As of end-September 2020, MDBs 

and IFIs have committed close to $40 billion worth of financing for Asia-Pacific countries. Over half of the 

amount is committed by such institutions from the region. This financial support initially focused on 

enhancing the capacity of public health systems and then gradually shifted to fostering economic recovery. 

However, MDBs and IFIs’ financial support remains insufficient. Lending to cope with  

COVID-19 falls short of that during the Global Financial Crisis of 2008. Built-in austerity conditions of the 

loans could reverse the hard-earned recovery gains and impair sustainable development prospects. Actions 

will be needed to strengthen MDBs/IFIs’ financing capacity, stop or reduce built-in fiscal austerity, and 

enhance countries’ spending to recover and build long-term sustainability and resilience. 

 
UNITED NATIONS ECONOMIC AND SOCIAL COMMISSION FOR ASIA AND THE PACIFIC 



2 

 

Figure 1. MDBs and IFIs are providing financial support to Asia and the Pacific… 

(a) MDBs and IFIs financing for Asia-Pacific economies by source and destination (subregion) (as of end September 2020) 

(b) MDBs and IFIs financing for Asia-Pacific economies by destination (country or territory) (as of end September 2020) 

(c) MDB/IFI financing as a share of GDP versus countries’ 

fiscal packages as a share of GDP  

(d) MDB/IFI financing by type  

Source: Panel a, b and d: ESCAP based on information from the websites of ADB, AIIB, EBRD, IMF, IsDB, NDB and the World Bank; Panel c - ESCAP based on ESCAP COVID Policy Tracker 

(www.unescap.org/covid19/policy-responses) and information from the websites of ADB, AIIB, EBRD, IMF, IsDB, NDB and the World Bank.  

Note: Panel c - The dotted line is a fitted one.  

https://www.unescap.org/covid19/policy-responses
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II. THE SPEED AND MODALITY OF LENDING: SPECIAL 

MECHANISMS HAVE BEEN SET UP  

To quickly respond to countries’ needs, MDBs and IFIs set 

up special financing mechanisms, such as the AIIB’s 

COVID-19 Crisis Recovery Facility or the World Bank’s 

COVID-19 Fast Track Facility. Some MDBs and IFIs 

showed flexibility in repurposing their existing funding 

to COVID-19 related support. For example, the IMF used 

its Rapid Credit Facility, Rapid Financing Instrument and 

Stand-By Arrangement. The ADB tapped into its Asia 

Pacific Disaster Response Fund. When supporting 

Pakistan to strengthen its national healthcare systems and 

mitigate socioeconomic disruptions, the World Bank 

(2020a) also drew upon funding from eight existing 

projects. 

In this process, MDBs and IFIs have worked closely 

with the Governments to identify priority areas. Some 

provide direct financial support to Government-led projects. 

For instance, the World Bank’s “COVID-19 Relief Effort for 

Afghan Communities and Households (REACH)” project 

directly contributes to the Afghanistan Government’s 

“Dastarkhan-e-Milli” program, which is expected to benefit 

an estimated 4.1 million households with incomes of $2 a 

day or less (World Bank, 2020b). The AIIB’s “COVID-19 

Active Response and Expenditure Support (CARES) 

Program” in Bangladesh will directly fund the Government’s 

expenditures and programs in critical areas such as the 

expansion of social safety nets for vulnerable women and 

other groups and support critical labor-intensive industries, 

small and medium-sized enterprises (SMEs) and 

microenterprises in order to preserve jobs (AIIB, 2020). 

Some MDBs/IFIs support people and businesses 

through local entities. For instance, almost all of the 

EBRD’s COVID-19-related projects for the Asia-Pacific 

region have a local business partner. It provides loans to 

local banks for on-lending to SMEs and individuals (EBRD, 

2020a), and works with a healthcare group to help local 

hospitals (EBRD, 2020b). 

MDBs and IFIs have also formed partnerships to 

provide joint funding. For instance, the ADB and the 

World Bank have co-financed projects to strengthen 

Mongolia’s social protection system and to enhance 

macroeconomic resilience in Tonga (ADB, 2020a and 

2020b). Such joint efforts could make the best possible 

utilization of their respective business models and enhance 

the leverage of the institutions’ financing, technical 

assistance, and knowledge, to respond to the specific 

needs of different countries (World Bank, 2016). In 

particular, almost all of the AIIB’s COVID-19 related 

projects are co-financed with the ADB, EBRD or World 

Bank. Such partnership could also ensure that these 

projects are in accordance with the experienced MDBs’ 

policies and procedures in areas such as procurement, 

environment and social safeguards. 

Figure 2. …but may not be sufficient 

(b) Change of MDB lending in 2008-2009 and 2019-2020  (a) MDB/IFI financing for Asia-Pacific LDCs and their debt 

servicing to MDBs/IFIs 

Source: Lee (2020). 
Source: Humphrey and Prizzon (2020). 

Note: This figure refers to MDB lending to the world, not just Asia-Pacific countries. “Total” 

refers to the World Bank and the four regional MDBs in the figure. 

AfDB = African Development Bank; IDB = Inter-American Development Bank.  

III. IS MDBS/IFIS’ SUPPORT SUFFICIENT?  

ASSESSMENT FROM THE PERSPECTIVES OF 

SCALE OF FINANCING, POLICY FOCUS AND DEBT 

SUSTAINABILITY 

a. Scale of financing: Lending to cope with COVID-19 

pandemic falls short of that during the Global Financial 

Crisis (GFC) 

While MDBs/IFIs have responded rapidly to COVID-19, 

the lending falls well short of their response to the 

GFC, despite the much more severe and widespread 

nature of the current crisis. At the global level, the World 

Bank and the four major regional MDBs6 have expanded 

lending by about 30 per cent relative to 2019, compared to 

70 per cent after the GFC7 (figure 2b) (Humphrey and 

Prizzon, 2020).  

A main reason for this somewhat muted response is 

lack of financing capacity. The International Bank for 

Reconstruction and Development (IBRD) under the World 

Bank Group, for instance, has a Sustainable Annual 

Lending limit ($25 billion for FY2021) to align its annual 

lending levels to its long-term sustainable capacity (IBRD, 

2020). This could limit IBRD’s capacity to continue 

increasing financial support. In addition, International 

Development Association (IDA) under the World Bank 

group is expected to reduce lending to a projected $22-23 

billion each year in FY2022 and FY2023 in lieu of further 

reduction in donor resources (Humphrey and Prizzon, 

2020). 

However, others have had room to further increase 
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financial support. For instance, as of end-June 2020, the 

ADB was using only two-thirds of its lending headroom 

(Humphrey and Prizzon, 2020). As of 1 December 2020, 

the IMF has provided financial assistance and debt reliefs 

of $250 billion, a quarter of its $1 trillion lending capacity, 

giving it substantial room to increase lending further (IMF, 

2020). 

b. Policy focus: More attention to People and 

Prosperity than to the Planet 

Over half of MDB/IFI financing has been directed to 

support the PROSPERITY pillar8 of SDGs and most of 

the rest is to support the PEOPLE pillar, while their 

financing is limited for the PLANET pillar. Indeed, 

56 per cent of the total financing9 has supported prosperity 

through sustaining or creating job opportunities, providing 

liquidity for small firms, maintaining financial stability, etc. 

(figure 3a), while 44 per cent has supported the people by 

enhancing the capacity of public health systems, providing 

medical supplies, improving social protection or social 

assistance schemes, and caring for the vulnerable groups 

(such as children and women).  

Policy priorities for lending have shifted over time. 

When most countries in the region were first hit by COVID-

19 and declared states of emergency in March 2020, the 

MDBs and IFIs responded quickly. Their lending surged to 

over $10 billion in April and was sustained at similar levels 

in both May and June (figure 3b), before slowing down in 

July. Financial support initially focused on relieving 

unanticipated pressure on the public health systems and 

mitigating immediate adverse social impacts resulting from 

COVID-19 (figure 3c). Since containment measures were 

affecting the real economy, more financial support was 

directed to mitigate their economic impacts. In particular, 

since June 2020, more MDB and IFI financing has been 

directed towards building longer-term resilience, such as 

strengthening countries’ capacity to respond to disasters, 

improving regulatory frameworks to foster competitiveness, 

enhancing human capital development and social 

inclusion, and advancing climate resilience (figure 3d). 

In comparison, financial support has had a limited 

focus on the PLANET pillar (figure 3a). This is not 

surprising, given that COVID-19 has mainly induced 

enormous social and economic challenges. However, if 

designed appropriately, policy packages to tackle the 

pandemic could have sizable environmental co-benefits 

(Huang and Saxena, 2020) (see more discussion in Part 

IV).  

(a) MDB/IFI financing to Asia and the Pacific by purpose  

(b) MDB/IFI financing by purpose 
(main) from March to September 2020  

(c) MDB/IFI financing to support 
PEOPLE   

(d) MDB/IFI financing to support 
PROSPERITY   

Source: ESCAP based on information from the websites of ADB, AIIB, EBRD, IMF, IsDB, NDB and the World Bank.  

Figure 3. MDB/IFI financing’s focus has shifted over time  
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c. Debt sustainability: A critical trade-off between 

sustainable debt and sustainable development 

As highlighted in part I, the majority of MDB/IFI financing is 

through loans. However, such financing is not expected 

to add immediate debt burdens for the Asia-Pacific 

economies, as most of the loans are on concessional 

terms and with long maturity. The term structure varies as 

some projects are on a fixed rate, while others are on a 

floating one linked with benchmark rates such as London 

Inter-Bank Offered Rate (LIBOR) or Euro Interbank Offered 

Rate (Euribor). Available information shows that the fixed 

interest rate on loans ranges between zero and 2 per cent 

per annum (figure 4a).10, 11 In terms of maturity, most of the 

loans will not mature in the coming years, but rather in 

decades to follow (figure 4b). In addition, these loans come 

with a grace period before the first repayment towards the 

principal,12 which ranges anywhere from 2-3 years to as 

long as 13 years. 

However, borrowing from MDBs and IFIs could eventually 

lead to debt concerns as countries face declining financial 

resource and policy space in the aftermath of the COVID-

19 pandemic, especially those that struggle to recover from 

the pandemic and lack access to new financial resources.  

Such rising debt concerns could lead to a trade-off 

between sustainable debt and sustainable 

development. Recent history shows that to free up 

resources to stabilize debt levels and meet debt service 

obligations, countries usually implement fiscal 

consolidation in the aftermath of crises. Such measures, if 

pursued, could have a further adverse impact on economic 

growth and broader development objectives (Huang and 

Saxena, 2020). This is expected to happen, as research 

shows that expenditure at the global level is set to decline 

by 2.6 per cent of GDP between 2020 and 2023 (Munevar, 

2020). These cuts are substantial relative to the provision 

of public services, which affects vulnerable groups the 

most. 

MDB/IFI lending could adversely affect countries’ 

spending in broader development areas, due to built-in 

austerity in lending terms. For instance, the IMF is 

criticized for containing language promoting fiscal 

consolidation in the recovery phase in most of its COVID-

19 emergency financing packages, locking countries into 

new long-term austerity-conditioned loan programs 

(Bretton Woods Project, 2020). In this context, research 

suggests that 59 countries across the world have plans for 

fiscal consolidation over the next three years, which 

represents 4.8 times the amount of the Covid-19 response 

packages implemented in 2020 (Munevar, 2020).  

Figure 4. Concessional terms of MDB/IFI financing to cope with COVID-19  

(a) Interest rates distribution of MDB/IFI financing as loans  (b) Maturity distribution of MDB/IFI financing as loans  

Source: ESCAP based on information from the websites of ADB, AIIB, EBRD, IMF, IsDB, NDB and the World Bank. 
Note: Not all loan projects provide details such as interest rates and maturity. These two figures are based on available information. Therefore, the total number of loan projects in Panel a and b 

may not be the same.  

IV. THE WAY FORWARD: ENHANCING MDB/IFI 

SUPPORT TO BUILD A MORE RESILIENT ASIA-

PACIFIC 

MDBs and IFIs’ quick responses to COVID-19 have 

benefited countries in terms of mitigating the public health 

crisis and relieving the consequent socio-economic 

impacts. However, based on the discussion above, so far 

the financial support is insufficient and could lead to 

imbalanced development. A possible premature 

implementation of fiscal consolidation could stop or even 

reverse countries’ recovery, impairing sustainable 

development prospects. With that said, there are 

alternatives, which require collective actions by donors, 

MDBs/IFIs and beneficiary countries.  

Donors should continue to commit or commit greater 

aid budgets to provide additional resources to MDBs/

IFIs for grants and concessional lending. As discussed 

in Part III, some institutions, e.g. IDA, are expected to cut 

back financial support in the next two years without more 

help. Donors can either provide supplementary funding to 

the existing concessional envelopes or advance the 

upcoming replenishments by one year. Discussions should 

start immediately to provide clarity for MDBs and recipient 

countries (Humphrey and Prizzon, 2020). In this vein, for 

instance, the United States has started reviewing its 

contributions to IDA to prepare for the next replenishments 

(U.S. Government, 2020). 

Meanwhile, MDBs/IFIs should play their part by, first, 

scaling up financial support if they have available 

lending capacity. The ADB and IMF, as discussed in Part 

III, have space to provide greater financial support for 

member countries to cope with the ongoing health 

emergency and recovery efforts. They are taking action. 

For instance, in early December 2020, the ADB announced 
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a $9 billion facility to help members access and distribute 

COVID-19 vaccines (ADB, 2020c).  

Second, MDBs/IFIs should help countries to build 

climate resilience in post-COVID-19 recovery. To do so, 

for instance, the MDBs and IFIs should stop supporting 

investments in fossil fuel projects.13 Meanwhile, they 

should build a pipeline of green projects, in areas such as 

clean energy, environmentally friendly transport and other 

green infrastructure. In addition to financial support, MDBs 

and IFIs can also help countries’ recovery by shaping their 

national economic policy and regulation and supporting pro

-climate action reform efforts through technical assistance. 

Third, MDBs/IFIs should reduce or stop attaching built-

in austerity conditions to their concessional lending, 

but help countries to build fiscal space over time. 

Premature fiscal consolidation could reverse the hard-

earned recovery gains. Instead of austerity cuts, MDBs/IFIs 

should help member countries strengthen financial health 

through providing grants and other highly concessional 

financing and supporting debt cancellation and 

restructuring. This means MDBs/IFIs should support 

countries to increase, rather than decrease, spending in 

social protection and climate action in the medium to long 

term (Bretton Woods Project, 2020).  

Fourth, one possible solution to reducing austerity 

conditions is to incorporate Sustainable Development 

Goals in debt sustainability analysis (DSA). DSA is a 

useful tool for short-term financial planning. In a standard 

DSA, fiscal and debt concerns take precedence over 

Sustainable Development Goals. New research is needed 

to redefine debt sustainability, not as an end in itself, but 

relative to the development goals to be achieved (Munevar, 

2018). This could also help MDBs/IFIs reassess the 

austerity conditions for their lending.  

Fifth, MDBs/IFIs should step up debt relief. Among the 

seven MDBs and IFIs reviewed in this brief, only the IMF 

has provided debt relief (as of end September 2020). 

Others find it difficult to offer debt relief as it affects their 

borrowings to lend to poorer countries (Siow, 2020). 

However, without participating in debt standstill or 

cancellation, some MDBs/IFIs have provided negative net 

inflows of financial support for some countries. For 

instance, after years of fairly heavy lending volumes from 

the World Bank, Indonesia’s repayments as of October 

2020 were slightly higher than the new disbursements 

(Duggan and others, 2020). This calls for MDBs/IFIs to go 

further on their collective efforts in supporting the Debt 

Service Suspension Initiative (DSSI).  

While beneficiary countries should make good use of 

the MDBs/IFIs financing to mitigate socio-economic 

impact and recover more strongly, they should also 

create fiscal space to increase public spending to 

support the recovery. Asia-Pacific countries can achieve 

this by adopting policies with multiple policy targets. For 

instance, eliminating fossil fuel subsidies and levying a 

carbon tax can not only create fiscal space, but also 

contribute to mitigating climate risks (ESCAP, 2020). 

Increasing progressive income and wealth taxation and 

adopting more redistributive policies can increase tax 

revenues while addressing persistent inequality in the Asia-

Pacific region (Huang and Saxena, 2020). In addition, 

fighting and abating illicit financial flows (such as money 

laundering and tax evasion) can also contribute to a 

significant increase in available public funds. If 

Governments need to look at re-allocating public 

expenditures, austerity cuts to spending on Sustainable 

Development Goals should be avoided. Instead, focus 

should be upon replacing high-cost low-social-impact 

expenditures such as defense. For example, Thailand has 

successfully cut military spending to invest in public health 

(Ortiz and Jolly, 2020). Countries can also create fiscal 

space by improving expenditure efficiency.14 

Moreover, countries should incorporate Sustainable 

Development Goals into managing its public finance. In 

the new DSA framework, countries could adopt more 

accommodative macroeconomic policies for post COVID-

19 recovery, with some tolerance to inflation and fiscal 

deficits. More research is needed in this area, which could 

be supported by international organizations. 

CONCLUSION 

The adverse socio-economic impacts of COVID-19 are 

unprecedented. Asia-Pacific countries lack sufficient 

financial resources to combat the pandemic. Financial 

support from the MDBs/IFIs, along with their knowledge 

and technical assistance, has been helpful, but more is 

needed. Going forward, donors should continue to commit 

or commit greater aid budgets to provide additional 

resources to enhance MDBs/IFIs’ financial capacity. MDBs/

IFIs should scale up their financial support, incorporate 

climate resilience for long-term sustainability, and 

participate in debt relief. Built-in austerity conditions of 

MDB/IFI lending should be reduced or removed to ensure 

that countries can continue spending to achieve the 2030 

Agenda for Sustainable Development. Revisiting debt 

sustainability analysis framework by incorporating 

sustainable development goals can contribute to this 

purpose. Meanwhile, countries also need to play their part 

by creating fiscal space to continue public financing for 

post-COVID-19 recovery, rather than premature austerity.  
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region’s economies (with available data) pay an average rate of above 4 

per cent on World Bank loans (World Bank, 2020c).  
12  Some MDBs require countries to make interest payments during grace 

period. However, grace period interest rates are usually even lower.  
13   Research shows that a number of MDBs including the World Bank, the 

EBRD, the ADB and the IsDB increased their investment in oil and gas 

between the periods of 2013-2015 and 2016-2018 (Tucker, 2020).  
14   ESCAP (2019) estimates that Asia-Pacific developing countries can 

achieve similar levels of output or outcome in health and education 

sectors using 30 percent fewer resources than currently; and the 

potential savings through efficiency gains are even higher in the 

infrastructure sectors, at more than 50 per cent.  
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