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African Development Bank

The African Development Bank is pleased to 
present the Financial and Operational Analysis 
for the year 2008. The document highlights 
recent developments at the Bank Group and in 
Africa, the activities of the Bank Group and the 
financial performance of the Bank. 

The year 2008 has been a watershed for the 
world economy with the impact of financial 
turmoil in developed world slowly but surely 
spreading to the developing world including 
Africa. It has undoubtedly highlighted the 
weaknesses of the global financial system and 
put into perspective the need for strengthening 
monitoring and response mechanisms, 
including the countercyclical role of multilateral 
development banks  such as the African 
Development Bank. While Africa registered a 
growth rate of over 5% for a fifth consecutive 
year,  it was becoming clear during the last 
quarter that continued progress in Africa for 
the achievement of Millennium Development 
Goals had become vulnerable to the financial 
shock waves. 

As early as November 2008, the Bank Group, in 
collaboration with the African Union Commission 
and the United Nations Economic Commission 
for Africa, convened a Conference in Tunis of the 
African Ministers of Finance and Central Bank 
Governors. The conference set up a high level 
committee to monitor developments, provide 
regular follow up, advise  and make proposals 
on how best to contribute to the international 
deliberations in relation to the economic impact 
of the financial crisis and mitigating measures. 
In addition, an internal expert task force came up 
with concrete measures that the Bank is taking to 
combat the impact of the financial crisis on Africa.

In spite of the very volatile financial conditions, 
2008 was another year of excellent operational 
and financial results reflecting the Bank’s 
prudent and proactive financial and risk 
management policies.  The Bank’s AAA credit 
ratings were reaffirmed and access to capital 
markets for funding remained unhindered.

The presentation that follows reflects all the 
above developments. 

The first section of the booklet presents 
an overview of the recent operational 
developments at the Bank Group including the 
Bank’s response to the financial crisis. The 
second section of the booklet focuses on the 
Bank’s strong financial profile and the need 
for continued support from shareholders to 
enable the Bank to fulfil its countercyclical role 
and contribute to efforts of member countries 
for sustained growth and shared prosperity. 
The third section of the booklet provides a 
snapshot of the Bank’s funding activities in the 
capital markets. The Appendices highlight the 
economic indicators for Africa and also present 
a summary of the Bank’s financial statements.

Africa’s recent economic gains are at risk 
and while the world economic outlook  still 
remains uncertain, it is clear that a determined, 
coordinated and concerted response is the 
need of the hour. The Bank Group in partnership 
with all stakeholders will continue to exercise 
diligence and perseverance in its efforts for 
developing Africa.  
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Highlights of year 2008
Year of the global economic crisis

Proactive response  
by the Bank to combat 

the impact of crises  
on Africa

African economies 
engulfed by the 

downward spiral of the 
financial sector crisis in 

the developed world

Excellent operational 
and financial results 

reinforcing the  
Bank’s conservative 

financial policies

Africa’s access to 
external sources of 
funding constrained 

Private sector 
operations continue  

on an increased 
trajectory level

Bank continued to 
successfully raise  

funding at competitive 
levels in 2008
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The Bank Group enjoys strong shareholder  
support across continents for its development mandate

Europe

14 member countries
Shareholding: 21%

North & South America

4 member countries
 Shareholding: 11%

Africa

53  member countries
Shareholding: 60%

Middle East

2 member countries
Shareholding: 1%

Asia

4 member countries
Shareholding: 7%
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Delivering on its Mandate: Enhanced quality  
of operations and development effectiveness

Decentralization 

Human Resources

Improved disbursement ratio:  32% in 2009 from 28% in 2006
Reduced time between approval and first disbursement: 14.4 months in 2008 from 25.1 months in 2006

Operational business processes  

Budget

23 offices operational resulting  
in enhanced dialogue with countries, 

improved project preparation  
and supervision, increased volume  

of operations

Accelerated recruitment and 
redeployment of staff to operations  

and field offices leading to improved  
and effective service delivery and 
enhanced dialogue with countries

Reforms are leading to improved  
quality standards, better strategic 

alignment, coordination  
and accountability

Reforms to ensure resource  
allocations are in line with the 

Bank Group’s strategy reinforcing 
accountability for delivery and results
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Bank Group Overview
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Greater selectivity in operations to  
enhance development effectiveness

Bank Group approvals remain strong and in line with the medium-term strategy

Approvals in 2008 by SectorApprovals (in UA million)

Total Disbursements
2008: UA 1.9 bn    2007: UA 1.6 bn
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ADB

Approval by product (UA million)

Volume of operations increased by 8% • Positioning to become the preferred partner:  

 –  Competitive range and pricing of the Bank’s  
financial products

 –  Improved delivery of services through efficient  
business processes

 –  Provision of advisory services

•  Continued focus on infrastructure development to  
enhance business enabling climate, increase 
competitiveness and productivity

•  Africa’s infrastructure annual requirements of over  
USD 75 bn over the next decade

•  45% of the 2008 operations accounted for by  
infrastructure sector

•  Projects range from power project in Egypt to water supply 
and sanitation in Morocco to Road project in Tunisia 

•  Private sector attracted half of ADB approvals in 2008
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Private sector operations continue to be  
a key driver in the increase of the Bank’s operations

Private Sector Operations (in UA million)

Bank’s private sector 
strategy underscores 

the use of a Bank-wide  
approach to private 

sector development in 
the continent

Create catalytic 
and demonstration 
effects by assisting 
entrepreneurs with 

specific transactions 
both in private sector 

and public-private 
partnerships

Assisting African 
governments to 

improve the enabling 
environment for the 

private sector

Financial 
intermediation 
- developing 

financial markets & 
supporting SMEs’ 
access to finance - 
and infrastructure 

accounted for  
three-fourths of the 
approvals in 2008
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Private sector operations:  
selectivity and areas of priority to accelerate poverty reduction

Operations by Sector in 2008Distribution of Operations in 2008

Access Bank of 
Liberia

Guinea Alumina 
project

Lekki Toll  
Road in Nigeria

Standard Bank  
of South Africa

Derba cement  
plant in Ethiopia

Hasdrubal oil and  
gas field in Tunisia

Doraleh container 
terminal in Djibouti
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ADF

Approval by product (UA million)

21% increase in operations from 2007 •	 	Focus	on	high	impact	areas	of	intervention

	 –	 	Infrastructure	(44%)	and	multisector	(mainly	good	
governance)	(39%)	which	are	prerequisites	for	sound	
fiscal	policy	management	and	to	encourage	domestic		
and	foreign	investments

•	 	Rural	Water	Supply	and	Sanitation	Initiative

	 –	 	Rural	population	served	with	safe	water	and	improved	
sanitation	increased	by	2.1	million	and	1.1	million	from	
2003	to	2008

	 –	 	20	operations	for	UA	1.4	billion	of	which	ADF	contributed	
UA	549	million	and	the	RWSSI	Trust	fund	UA	48.7	million

•	 	Support	for	fragile	states

	 –	 	Resources	in	2008	of	UA	511	million

	 –	 	Fragile	States	Facility:	Integrated	financing	framework		
to	consolidate	peace,	stabilize	economies	and	reengage	
fully	with	international	community

	 –	 	Burundi,	Togo	and	Liberia	benefited	for	a	total	amount		
of	UA	36	million	in	2008
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The Bank Group is a catalyst for key initiatives in Africa 

NEPAD
Infrastructure

Project
Preparation

Facility

Infrastructure
Consortium
For Africa

Connect 
Africa Initiative
to bridge gaps 

in ICT  
infrastructure

Making Finance
Work for Africa

African  
Financing  

Partnership

Debt Relief
HIPC
MDRI

Fragile States  
Facility

Rural Water 
Supply & 
Sanitation
 Initiative

Africa Water  
Facility

Multi Donor
Water 

Partnership
Program
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African Financing Partnership

Established in September 
2008 to overcome trade 

barriers, create economies 
of scale, and boost exports 

and GDP

Enhance DFIs’ strong 
counter-cyclical financing 

role and leverage DFI 
financing alongside private 

capital flows

DFI with a comparative 
advantage to lead a project

Finance 10-20 projects in  
Africa amounting to around 

UA 6.5 billion per annum

Harness the potential  
of DFIs to mobilize  
private capital for  

African development

Optimize consolidated 
market knowledge and 

project financing skills and 
mitigate financial risks for 

co-financiers
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•			Aims	to	reduce	food	poverty	and	malnutrition	in	the	short	term	and	to	ensure	sustainable	food	security		
in	the	medium	to	longer	term	

•			Objectives:	improve	rural	infrastructure;	increase	NERICA	rice	production;	scale	up	private	sector	operations		
for	food	security;	promote	agricultural	research

•			28	African	countries	classified	as	requiring	urgent	food	assistance	to	avoid	economic,	social	and	political	instability	

•			Provide	financial	assistance	of	UA	472	million	in	the	short	term	to	reduce	food	poverty	and	malnutrition,		
and	UA	1.4	billion	in	the	medium	to	long	term	with	a	focus	on	agricultural	infrastructure,	including	water		
mobilization	for	irrigation,	rural	access	roads,	and	facilities	for	reducing	post-harvest	losses

•			Operationalize	the	African	fertilizer	financing	mechanism	and	approved	UA	164	million	to	the	agriculture		
sector	and	additional	UA	10.5	million	to	help	5	countries	tackle	their	growing	food	shortages	

Tackling Africa’s crises: Responding to the food crisis
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The global economic crisis threatens  
to put at risk Africa’s gains over the recent past

Possibility of vicious circle in Africa – economic crisis leading to a financial and social crisis –  
as expected real GDP growth halves, and budget and balance of payment deficits emerge

Need 
of the Hour

Reduced access 
to external finance 

including trade 
finance

Reduced private 
portfolio and 
foreign direct 
investment

Adverse impact 
on remittances,  

tourism, taxes and 
aid flows

Social sector and 
infrastructure 
spending to 

be negatively 
impacted

Risk of substantial 
decrease in foreign 
exchange reserves 

Fast track support to needy countries• 
Keep trade moving• 
Providing liquidity• 
Helping Africa stay the course of • 
sound policy framework 
Filling gaps in financing of key • 
infrastructure projects
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The Bank’s response to the financial crisis safeguards past  
achievements and ensures progress towards MDGs

 Effective response building on countercyclical role in cooperation with partners
while maintaining financial prudence and avoiding strategic drift  

 USD 1.5 billion initiative• 
Exceptional multi-• 
purpose facility allowing 
eligible countries 
and private sector 
operations to meet 
urgent liquidity needs
Bridge financing with • 
a fast track approval 
process

Emergency Liquidity 
Facility

USD 1 billion initiative• 
Trade finance lines  • 
of credit
Multi purpose line of • 
credit for trade finance, 
long-term projects 
and corporate finance 
operations
Banks and DFIs  • 
to benefit
Deployment of • 
additional products  
and instruments

Portfolio restructuring • 
to increase resources 
for priority areas in ADF 
countries affected by 
the financial crisis
Develop new products • 
to better assist ADF 
countries

Tailor policies to • 
countries specific 
circumstances
Strengthen collaboration • 
and partnership with 
other MDBs

Trade Finance 
Initiative

ADF:
Accelerated Resource

 Transfer
Policy Advisory 

Support
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Financial Profile
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The Bank’s conservative risk management philosophy 
has enabled it to weather the financial turmoil well

Credit ratings, exposure 
limits and other risk 
mitigation measures

Safety cushion of at 
least one year against 

market disruption in the 
capital markets

Match the currency 
composition of  

assets with that of 
liabilities and hedge 

the net asset position 
to minimize currency 

translation risk

Protect the Bank’s  
net interest margin  
from fluctuations in 

interest rates Impact of the financial crisis on the  
performance of the Bank’s  

investment portfolio is limited

Counterparty credit risk

Liquidity risk

Exchange rate risk

Interest rate risk

As at 31 December 2008

Investment portfolio of UA 4.6 bn
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AfDB Exposure by counterparty rating (%)

Investment portfolio is managed prudently through a  
judicious combination of ratings, limits and benchmarks

As at 31 December 2008

Note- SSA: Sovereign, Supranational and Agencies
ABS : Asset Backed Securities

Prudent risk control  
and management
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The Bank’s strong financial condition protects its bondholders

23 African countries are now rated by international credit rating agencies

Note - The Bank defines “usable capital” as the sum of paid-in capital, reserves, and callable capital of countries rated double-A and above

LeverageCallable Capital

As at 31 December 2008
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Risk management is a strategic management tool for enabling business

Risk RatingOutstanding Loans in UA billion

As at 31 December 2008 Credit risk is managed through integrated policies, 
guidelines and procedures, and is based on a  
systematic assessment of the credit mapped to an  
internal rating scale. 

In 2009, the Bank has revised the risk management 
framework using the Basel II Internal Rating Based 
approach as reference.

Risk Class ADB Internal rating 
ADB  1-10 Credit  quality Capital required 

(Sovereign)

Very Low risk 1 Excellent 3%

Low risk 2 Strong 7%

Moderate risk 3 Good 15%

4 Fair 35%

High risk 5 Acceptable 57%

6 Marginal 89%

Very High risk 7 Special Attention 98%

8 Substandard 100%

9 Doubtful 100%

10 Known loss 100%

Note: WARR: Weighted Average Risk Rating
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Risk capital that supports the Bank’s growing development  
footprint in the continent under its medium term strategy

Solid foundation that is enabling the Bank to swiftly respond to the impact of financial crisis on Africa

Uses of Risk CapitalRisk Capital (in UA million)

As at 31 December 2008
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Strong results and a sound financial base provide capacity  
to contribute to important development initiatives for the continent

Principles for Net income allocation

2008 Income Allocation (UA 266 million)

As at 31 December 2008

Maintain the financial 
health and long  

term sustainability  
of the institution

Respect past 
commitments

Optimal utilization of 
scarce development 

resources 

Growth in risk capital 
sufficient to support 
projected growth in 

development financing  
and related activities

Proportion of allocable income  
allocated to development initiatives

Note: Subject to approval by the Board of Governors
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Expected sharp rise in operations in line with the Bank’s  
countercyclical role requires a capital increase

Drawn-out crisis scenario (in UA million)
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The Bank’s leverage, risk bearing capacity and  
lending limits will hit policy limit of 100% in the  

absence of a strengthening of its financial capacity

Risk Capital Debt/Usable Capital Gearing
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Capital Markets Activities
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A well-diversified investor base ensures access to  
cost-effective funding even in current times of financial turmoil

Global

Domestic 
Markets

Private 
Placements

Uridashis

Strategically important as the Bank can issue in benchmark size• 
Issues in AUD, CAD, CHF, GBP and ZAR domestic bond market• 
Kauri bond issue in New Zealand in February 2008 has reinforced this strategy• 
Increasing focus on African currencies• 

Track record of 7 US$ global bond issues since 2002 facilitating convergence in pricing to peer group• 
Latest US$1bn Global in January 2009 achieved broad distribution globally and strong support from  • 
high quality accounts with 88% central bank participation

Arbitrage driven market• 
Strong investor recognition established over the years through demonstrated responsiveness  • 
and flexibility

Transactions targeted at retail Japanese investors• 
The Bank is working closely with Japanese securities houses to increase flow of such transactions• 
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Outstanding borrowing portfolio

By market segmentsBy currency

Diversified currency strategy to raise 
resources and active use of the swap  
market to meet client requirements

Outstanding borrowings of  
UA 6.7 billion as of 31 December 2008
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Domestic Market by geography by investor

Selected bond issues

2009 US$ 1 Billion Global Notes due January 2012

2008 CAD 300 Million Notes due June 2013

Million USD

Million UA

by geography by investorGlobal

2008
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Synthetic local currency loanIssuance targeted at  
offshore investors Domestic bond issuance

The Bank’s activities in African currencies

First synthetic local currency loan • 
approved in 2008

15-year infrastructure project • 
requiring Nigerian naira financing

Loan denominated and disbursed • 
in US dollar, repayment indexed 
to the Nigerian Naira and local 
interest rate

Project reached an optimal funding • 
structure

Aim to highlight economies with • 
favorable macroeconomic outlook

Maturity of up to 3 years and • 
heavily dependent on international 
investor risk appetite

Bond issue linked to Uganda • 
Shilling in 2008

Ultimate objective in the goal to • 
make lending possible in African 
currencies and reduce exchange 
rate risk for borrowers

Preparatory work in progress in • 
several markets 

Issuance would bring international • 
best practices

ZAR 2 billion raised in 2008  • 
in domestic bond market of  
South Africa

Issuance in or linked to African currencies since 2005

Tanzania Botswana Ghana Nigeria Kenya Uganda South Africa
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The Bank continues to work with partners and African  
central banks to develop debt markets in the continent

African Domestic Bond FundAfrican Financial Markets Database

To improve availability, transparency, quality and 
usefulness of data related to African fixed income 
markets

Activities
•  Enhancement of data collection and management 

capabilities:
 –   Dialogue established with African central banks
 –   Data collection and market infrastructure information 
 –   Co-operation and synergies with OECD for bond 

market database

Bank is financing the development of regional payment systems: Facilitate establishment of sound and 
strong payment settlement systems, banking application system upgrade including technical infrastructure, 

regulatory framework and risk management practices to foster faster economic growth

To reduce dependency on foreign currency 
denominated debt and encourage deepening of African 
bond markets  and enlarge investor base

Activities
•  Enhancement of domestic bond market Infrastructure:
 –   Mapping of current ongoing initiatives on bond market 

development in Africa
 –   Identification of potential focus areas for 

multidisciplinary working groups  : Bond Issuance, 
Pension Reforms,  New Financial Instruments and 
Payment Systems

•  Creation of the African Domestic Bond Fund:
 –   Individual presentations with central banks and 

ministries of finance



31

Preferred  
creditor  
status

AAA Rating

The Bank Group is the premier development  
financial institution in the continent

Innovative, responsive and • 
flexible
Focused on development • 
effectiveness
In partnership with stakeholders• 
Capacity to deliver on its • 
development mandate without 
compromising its financial 
strength

Fitch• 
Moody’s• 
Standard and Poor’s• 
Japan Credit Rating • 

Prudent  
financial 

management   
& policies

Sound  
capital  

adequacy

Strong 
membership 

support



32

More information on the Bank Group is available at www.afdb.org

Financial and Operational • 
Analysis
Documentation for Debt • 
Programs
Rating Agency Reports• 
Financial Products for Borrowers• 
Annual Report• 
Investor Contact:  • 
mtndesk@afdb.org
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Appendices
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Appendix

African Economic Outlook

Source: African Economic Outlook 2008/09; ADB Annual Report 2008
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The global economic crisis will adversely impact  
Africa’s growth rate and progress towards MDGs

Real GDP Growth (%)

Drivers for 2008
High oil prices – Debt relief – Prudent economic management

27 countries achieved GDP • 
growth rate of above 5%

15 countries achieved GDP • 
growth rate between 3% to 5%

Growth expected to drop to • 
2.8% in 2009 reflecting the 
impact of global economic 
crisis
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Debt relief initiatives have reduced debt but the continent  
needs to attract more investment to accelerate growth

External Debt to GDP (%)Debt Service (% of exports)
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Improved terms of trade helped the current account in 2008 but the 
outlook for 2009 is negative reflecting the impact of financial crisis

Terms of Trade and Real Export Growth (%) 

Current Account as % of GDP
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Fiscal balance is expected to turn negative in 2009

Inflation (%)Fiscal Balance as % of GDP



38

Official Development Assistance flows likely to trend  
downwards as donors focus on their own economies

1991 - 2007 (US$ billion) 
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AfDB: Statement of income and expenses (UA million)

1 UA = 1 SDR =  1.48597 USD (2003) = 1.55301 USD (2004) = 1.42927 USD (2005) = 1.50440 USD (2006)= 1.58025 USD (2007)=1.54027 USD (2008)
Notes
1. 2005 has been restated
2. The information presented above for 2004 and prior years have not been restated and therefore are not comparable to 2005 and 2006

Years Ended 31 December 2008 2007 2006 2005 (1) 2004 (2) 2003 (2)

Operational Income and Expenses
Income from Loans 352.28 341.94 329.03 324.23 323.11 325.46
Income from Investments and Related Derivatives 214.06 238.40 213.82 155.37 123.57 99.77
Income from Others debt securities 9.29 4.97 - - - -
Total Income from Loans and Investments 575.63 585.31 542.85 479.60 446.68 425.23
   Interest and Amortized Issuance Costs (251.83) (268.02) (245.41) (218.52) (230.75) (219.59)
   Net Interest on Borrowing Related Derivatives (65.79) (62.71) (35.14) 1.40 33.67 -
    Unrealized Gain/(Loss) on Fair Valued Borrowings and  

Related Derivatives
12.43 21.24 10.67 (30.77) (7.70) (81.65)

   Unrealized Gain/(Loss) on Non-Fair Valued Borrowings and Others (16.68) 34.77 21.07 7.22 (10.35) -
Provision for Impairment on Loan Principal and Charges Receivables 163.28 69.95 (51.69) 13.85 (53.86) 21.51
Provision for Equity Investments (67.77) (7.22) (34.74) 0.75 3.31 (1.68)
Translation (Losses)/Gains (9.17) (8.89) 4.10 1.58 - -
Other Income 18.65 7.32 23.74 15.73 7.40 2.61
Net Operational Income 358.76 371.75 235.45 270.84 188.39 146.43
Administrative Expenses (46.78) (42.22) (36.86) (41.67) (37.61) (45.14)
Depreciation – Property, Equipment and Intangible Assets (5.20) (5.37) (6.23) (7.10) (6.42) (5.57)
Sundry (Expenses)/Gains (2.11) (493) 1.68 (0.74) (0.84) 0.98
Total Other Expenses (54.09) (48.09) (41.41) (49.52) (44.87) (49.73)
Income Before Transfers of Income Approved by the Board of Governors 304.66 323.67 194.03 221.32 143.52 -
Transfer of Income Approved by the Board of Governors (257.30) (119.90) (139.20) (144.00) (114.64) -

Net Income 47.36 203.77 54.83 77.32 28.88 96.70
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AfDB: Balance sheet highlights (UA million)

1 UA = 1 SDR =  1.48597 USD (2003) = 1.55301 USD (2004) = 1.42927 USD (2005) = 1.50440 USD (2006)= 1.58025 USD (2007)=1.54027 USD (2008)
Notes 1. The information presented above for 2004 and prior years have not been restated and therefore are not comparable to 2005 and 2006

Years Ended 31 December 2008 2007 2006 2005 2004 (1) 2003 (1)

Assets
Due from Banks 592.64 95.53 129.33 70.34 43.80 66.54
Demand Obligations 3.80 3.80 3.80 3.80 3.91 3.80
Investments 4,575.76 5,328.53 6,093.36 5,155.05 4,435.42 4,135.88
Derivative Asset 736.09 425.34 273.31 285.93 274.79 253.90
Non-Negotiable Instruments 11.86 15.38 20.38 25.90 31.18 41.81
Accounts Receivable 649.02 570.88 600.97 556.38 397.48 203.91
Outstanding Loans 5,834.62 5,540.09 5,290.95 5,512.44 5,640.43 5,612.24
Accumulated Provision for Loan Losses (102.64) (196.02) (214.18) (194.60) (213.59) (469.09)
Equity Participations, Net 188.78 189.25 119.12 168.70 160.60 164.22
Other Debt Securities 68.80 94.62 - - - -
Other Assets 12.23 15.03 14.95 16.98 18.14 21.34

12,570.95 12,082.44 12,332.00 11,600.90 10,792.16 10,034.55
Liabilities, Capital and Reserves
Accounts Payable 843.12 584.34 648.96 498.22 377.17 194.77
Securities Sold Under Agreements to Repurchase and  
Payable for Cash Collateral Received

- 0.00 877.83 466.96 9.30 113.91

Derivative Liability 360.30 591.05 481.94 317.25 513.89 396.09
Borrowings 6,707.28 6,198.87 5,870.47 5,940.40 5,638.89 5,799.11
Capital 2,345.80 2,336.46 2,303.06 2,263.45 2,213.51 2,168.50
Cumulative Exchange Adjustment on Subscriptions (161.03) (160.07) (155.74) (151.76) (147.20) (145.33)
Reserves 2,475.47 2,531.80 2,305.48 2,266.39 2,654.58 1,959.21
Cumulative Currency Translation Adjustment Reserve - - - - (467.97) (451.71)

12,570.95 12,082.44 12,332.00 11,600.90 10,792.16 10,034.55
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Exchange rates
As at 31 December of each year:

2004: 1 UA = 1 SDR = 1.55301 US Dollar

2005: 1 UA = 1 SDR = 1.42927 US Dollar

2006: 1 UA = 1 SDR = 1.50440 US Dollar

2007: 1 UA = 1 SDR = 1.58025 US Dollar

2008: 1 UA = 1 SDR = 1.54027 US Dollar

This report has been prepared by the African Development Bank (the“Bank”). 
No part of this report may be reproduced in any manner without permission of the Bank.
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