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4 The case for an Indo-Pacific Economic Resilience Bank

Key findings

The world faces a triple crisis of economic insecurity, climate change, and
stalled development, but there are deep tensions between the policy
agendas being deployed to address them. We propose a new Indo-Pacific
multilateral bank that can turn these tensions into complementarities.

•

The bank can accelerate clean energy funding by mobilising new public and
private capital investments, primarily for projects in the Indo-Pacific’s
developing economies. And it can create multilateral economic security by
diversifying green supply chains to dilute the current excessive dependence
on China.

•

The bank would create benefits for both developing and advanced
economies, fostering new industries and diversified, resilient markets while
helping build the multilateral cooperation and capabilities needed to
construct a more secure and sustainable world.

•
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Executive summary

Eighty years ago at Bretton Woods, leading countries gathered to design an
international financial architecture needed to sustain a broadly open world
economy and global financial stability. The institutions that emerged remain
important, but they are struggling to rise to the modern-day challenges posed
by climate change and economic insecurity. The world faces a multi-trillion-
dollar financing gap to reinvigorate stalling global development and create
diversified green supply chains to enable a secure clean energy transition for all
countries.

We propose the creation of a new kind of multilateral bank focused, at least ini-
tially, on the Indo-Pacific region. Our proposed Indo‑Pacific Economic
Resilience Bank (IERB) would adopt a multilateral economic security mission. It
would combine the powerful financing model of a multilateral bank with the spe-
cialised capabilities of a dedicated green bank. IERB would mobilise fresh
public and private capital to scale up investment in the clean energy transition,
primarily in developing economies, while actively supporting the diversification
of green supply chains, diluting China’s current market dominance. The bank
would help build new industries and diversified markets for both developing and
advanced economies, while providing the multilateral cooperation and institu-
tional capability needed for a more secure and sustainable world.
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Introduction

The goal of the Bretton Woods Conference of July 1944 was to rebuild the
global economy after the devastations of the Second World War and Great
Depression. The international financial architecture that emerged, centred
around the World Bank and International Monetary Fund (IMF), has continued to
evolve and serve the world well, notwithstanding its imperfections.

Today, intensifying climate change, stalling poverty reduction, economic insecu-
rity, high levels of public debt, rising costs of living, and great power rivalry are
contributing to a less prosperous, more fragmented, and increasingly unstable
global landscape. The work of the World Bank and other public financial institu-
tions has never been more important, yet it has never been more difficult.

At the heart of the problem lies a multi-trillion-dollar financing gap to deliver on
a range of vital global public goods, notably for climate and development.
Reform of existing institutions, specifically the multilateral development banks
(MDBs), is proceeding too slowly and is hampered by strategic rivalry. However,
viewing the problem primarily as a climate and development financing gap is
reductive. The world also confronts an economic security gap, which we define
as the need for economic resilience to potential shocks, whether economic,
environmental, or geopolitical in nature. Achieving multilateral economic secu-
rity is itself a global public good. For instance, all nations can benefit from the
enhanced resilience provided by more diversified global supply chains.

Among Western democracies, China’s dominance of clean energy supply chains
is viewed as a risk to economic security, with a growing array of policies
designed to enhance their resilience to this dominance. Yet to the developing
world, the emissions reduction and economic security objectives of Western
democracies are often seen as coming at the expense of their economic
advancement. Until that tension is resolved, Western democracies will continue
to struggle with a lack of legitimacy among developing countries, including with
important emerging powers such as Indonesia.

In other words, the world faces a triple crisis of economic insecurity, climate
change, and stalling development, but policy agendas to address these issues
are too siloed and, at times, in conflict with one another. The challenge for
today’s policymakers is to imagine an international financial architecture that
can turn these policy tensions into complementarities.

We propose the creation of an Indo-Pacific Economic Resilience Bank (IERB) as
a potentially paradigm shifting solution, reflecting the move away from old post-
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Cold War orthodoxies of unfettered free markets and open multilateralism
towards the new “Washington Consensus” of actively shaping markets, priori-
tising resilience, and creating new ways of working more closely with like-
minded partners.  The bank would focus, at least initially, on the Indo-Pacific,
given its centrality to the global net zero transition and manufacturing supply
chains, and the presence of several established and emerging powers that
could spearhead the initiative. The bank’s multilateral economic security
mission would be its defining feature, setting it apart from existing institutions.

The IERB would seek to scale public and private investment in the clean energy
transition primarily, though not exclusively, in developing economies while sup-
porting the diversification of green supply chains, diluting China’s current
market dominance. The bank would create benefits for both developing and
advanced economies, catalysing new industries and diversified markets. In its
structure, the IERB would harness the powerful financial model of the existing
MDBs as well as other capabilities such as in project preparation and policy
advice. Operationally, it would seek to model the successful experience of
national green banks, such as Australia’s Clean Energy Finance Corporation
(CEFC), with specialised and agile investment capabilities and a transparency
and knowledge sharing focus.

It is imperative to ensure that a new institution does not simply end up compet-
ing with existing ones for scarce public capital. This is a risk. However, our pro-
posed bank offers the possibility of unlocking fresh public capital in pursuit of
global public goods. By directly advancing economic security as a global public
good, the IERB would address one of the most serious policy concerns of
Western governments — from whom the bulk of additional public capital would
need to come — while aligning this with the world’s climate and development
objectives. Recent industry policies such as the United States Inflation
Reduction Act (IRA) prove there is political will to spend big on economic secu-
rity measures. The IERB would be a multilateral version.

Notably, the IERB would have important advantages over similar but bilateral
versions of our proposal, such as the Clean Energy Marshall Plan proposed by
former director of the US National Economic Council in the Biden administra-
tion, Brian Deese.  Developing countries would be unlikely to support efforts
that preference building clean energy manufacturing capacity in the United
States, or other major economies, rather than in their own countries. It is also
unlikely the United States could sufficiently subsidise domestic manufacturing
to be cost competitive with Chinese products outside of a few niche areas.
Whereas the developing Indo-Pacific economies that would be supported by
the IERB would be well placed to produce at more affordable and competitive
cost, reducing the price of achieving a more secure clean energy transition for
all countries.

¹

²
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International finance in an age of
economic insecurity

Sustained trillion-dollar investments in renewable energy, storage, energy effi-
ciency, and grid infrastructure are required over coming decades to meet the
world’s climate and development goals. Latest estimates suggest additional
global investment of US$4.5 trillion per year is needed to keep the 1.5oC tem-
perature goal of the Paris Agreement in reach.  Emerging markets and develop-
ing countries outside of China are estimated to need an additional US$1.8 tril-
lion of investment a year by 2030 for climate and nature-related investments,
with a further US$1.2 trillion for other sustainable development priorities such
as in health and education.

The powerful financing model of the existing MDBs can notionally be expanded
to tackle both climate and development; efforts in this direction are underway.
But escalating geostrategic rivalry presents major complications.  . Moreover,
the MDBs are large bureaucracies with competing shareholder interests, and
have proven difficult to reform at the speed and scale required.

Beyond climate and development, the world also faces an economic security
gap. Economic security is a field of study focused on vulnerabilities and
responses to the use of economic instruments by states for geopolitical lever-
age, through carrots, sticks, or “weaponised interdependence”.  In this paper,
we focus on economic security as resilience, and imagine how a new bank could
enhance multilateral resilience to economic, environmental, and geopolitical
shocks.

China’s dominance of critical mineral and clean energy supply chains is viewed
as a threat to economic security in Western democracies. China currently
accounts for 80 per cent of global manufacturing capacity for solar photo-
voltaic modules, 75 per cent for batteries, and around 60 per cent for wind
turbines.  It also has a monopoly over the processing of many rare earth
elements.  For Western democracies, diversification of clean energy and critical
mineral supply chains is vital to building resilience to supply shocks. Excessive
concentration of global production capacity in any country exposes
international supply chains to disruption due to economic shocks such as
extreme weather events, pandemics, or other disasters. It also exposes coun-
tries to geopolitical shocks. From oil in the 1970s to natural gas in Europe after
Russia’s invasion of Ukraine in 2022, there is a long history of energy trade
being weaponised by states. Clean energy trade to build the net zero world is
also vulnerable to being weaponised.

³
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The existing international architecture cannot respond effectively to these con-
cerns. In the absence of a fit-for-purpose framework, there has been a prolifera-
tion of protectionism, domestic industrial policies, and fragmented bilateral
financing efforts. Industrial policy is undergoing a global resurgence as coun-
tries seek to capture new markets emerging from the net zero transition while
competing with the domestic subsidies offered by the biggest powers through
the US Inflation Reduction Act, Made in China 2025 initiative, EU Net Zero
Industry Act, and others. Yet the additional investment generated through
industry policies is at risk of being offset by an increasingly fragmented global
trade system, beset with tariffs and other punitive measures. Since 2020,
almost four times as many harmful trade policy interventions than liberalising
measures have been introduced globally.  Poor countries stand to lose the
most from these protectionist measures.

The emissions reduction and economic security policy objectives of Western
democracies ring hollow if this comes at the expense of development, including
via protectionism and inadequate financial support. Adequate climate finance
provision is vital to the legitimacy of advanced economies in the eyes of the
developing world, after failing to meet the goal of US$100 billion per year in
climate finance by 2020, set in Copenhagen in 2009.

¹⁰

¹¹

Figure 1

Turning tensions into complementarities
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Source: Lowy Institute
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In other words, there are presently deep tensions between the policy objectives
of economic security, climate change, and development (see Figure 1). Existing
international financial institutions are not designed to operate at the nexus
between economic security, climate, and development. And nor should they;
they have other important functions. A new kind of multilateral financial institu-
tion is needed to bridge the gap.

Adopting a multilateral economic security approach is preferable to relying on
unilateral measures by great powers to address these three policy domains.
Economic security, in particular, needs to be elevated beyond national security
to a shared or transnational goal akin to promoting development or alleviating
climate change. Achieving economic security by building an expanded network
of diversified supply chains with enhanced levels of trust would be far more
viable and cost effective than domestic reshoring or friendshoring among a
narrow group of partners.

Building multilateral economic security will require solutions that appeal to both
developed and developing countries. It also requires an investment focus that
sits outside the “high fence” guarding of industries considered critical to
national security. Investments focused on achieving climate and development
goals provide adequate scope for deepening multilateral cooperation while
meeting these requirements.
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The public finance landscape in
the Indo‑Pacific

Indo-Pacific countries are home to more than 2.5 billion people and account for
40 per cent of global GDP and 28 per cent of global goods trade.  The region
is expected to grow to almost three billion people by 2050. This growth will
underpin large increases in energy demand, which will be a significant challenge
to manage, especially for developing countries that have committed to decar-
bonise their energy supply while adding new capacity. No country has ever tran-
sitioned to high-income status while reducing emissions.  Yet even as they are
expected to rapidly decarbonise for the global public good, the voices of devel-
oping countries in the Indo-Pacific are under-represented in key multilateral
financial institutions in the region.

At present, financing the net zero transition is off track in the region, as it is the
world over. Renewable energy installations in Southeast Asia are languishing.
Electricity capacity growth is forecast to be 63.1 GW over the next five years,
well below the estimated 229 GW of new wind and solar required in the region
to keep alive the net zero target underpinning the Paris Agreement.  Pacific
Island countries, on the front lines of climate change, are unable to secure the
adaptation as well as Loss and Damage financing necessary to ensure the sur-
vival of their communities. Even the United States, with trillions of dollars of
capital flowing from the Inflation Reduction Act, is not on track to meet its 2030
emissions reduction target.

Infrastructure is generally challenging to fund because assets are illiquid and
expensive as well as deliver public benefits that often fall outside private sector
considerations. Delivering infrastructure projects in developing countries adds
more layers of complexity, including problems related to high levels of public
debt, poor credit ratings, exchange rate risks, legal and regulatory barriers (e.g.
limiting private investment), difficult business environments, corruption, and
generally inadequate risk-adjusted financial returns for private investors.

The existing development banking architecture was created to offer both
financial and technical assistance to overcome these barriers. However, net zero
industries face a range of additional complexities.  These include the failure to
adequately price carbon and other environmental externalities, high upfront
costs (for renewable energy technologies such as solar and wind), information
barriers related to rapidly emerging industries and technologies, entrenched
state-owned energy firms, and existing technology lock-in. This goes some way
to explaining why institutions traditionally focused on development outcomes,

¹²
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such as the MDBs and development finance institutions, have struggled to scale
up their climate change investments. Policy certainty, innovation, and trans-
parency are especially important to grow net zero investments. Institutionally,
this requires a difficult-to-achieve combination of public capital, policy knowl-
edge, financial nous, and clean energy expertise. Skills and capacity issues are
also increasingly prevalent barriers to deploying climate change finance.
Ensuring equitable knowledge spillovers and technology transfer, along with
investments in skills and capacity building, must be a far larger focus of climate
and development finance in the region.

The following sub-sections discuss how the existing public finance landscape
fails to provide the scale of climate and development finance required, or effec-
tively address economic security.

Multilateral development banks

At the heart of the international financial architecture in the Indo-Pacific are the
major MDBs, namely the World Bank, Asian Development Bank (ADB), and more
recently, Asian Infrastructure Investment Bank (AIIB). Core to their success is
their powerful financial model, which allows them to leverage a small amount of
paid-in capital into large‑scale lending by tapping into international capital mar-
kets. The World Bank currently leverages each dollar of paid-in capital into
about five dollars in financing for developing economies.  As loans are repaid,
more loans can be made and profits used to support concessional financing to
vulnerable countries. With US$19.2 billion of paid-in capital, the World Bank
has been able to provide more than US$750 billion in loans over its lifetime.

The power of the MDB financial model relies on two key factors. First, MDBs
enjoy preferred creditor status, whereby they are first in line for repayment over
other creditors.  Second, in addition to paid-in capital, MDBs have access to
large volumes of callable capital, notably from governments that themselves
have strong credit ratings.  On this basis, MDBs are able to borrow cheaply
from global capital markets using their AAA credit rating and then lend to devel-
oping economies on similar terms, after covering basic administrative costs.

Importantly, the World Bank and ADB operate large facilities for poorer and
more vulnerable countries, providing a mix of highly concessional loans and a
smaller amount of grants. This results in lower but still strong degrees of lever-
age compared to the regular MDB lending operations described above. For
instance, the World Bank’s International Development Association is able to
provide 3–4 dollars in financing to developing economies for every dollar it
receives in donor funding.  However, concessional financing facilities differ
from non-concessional financing in the requirement for periodic financial
replenishments from donors, usually every three years.

¹⁷
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¹⁹

²⁰

²¹



The public finance landscape in the Indo‑Pacific 13

A few other features of the MDB financing model are worth noting. MDBs can
generate further leverage by using their financing to mobilise additional private
capital at the project level. At present, the MDBs mobilise an additional 0.6
dollars of private investment for every dollar of their own lending.  MDBs play
a more comprehensive role than other public financial institutions, combining
their financing with a range of other services, including technical assistance,
project preparation, policy advice, research activities, and in-country staff. They
also play an important agenda-setting role through their convening power. MDB
activities supporting economic reform are equally important to these institu-
tions’ financing role and can work to crowd-in additional private investment.

Despite their many strengths, MDBs face increasing calls for reform.  Having
promised “billions to trillions”, MDBs have struggled to use their public financ-
ing to mobilise large amounts of additional private investment. While a major
part of the problem is one of unrealistic expectations, MDB structures have also
inhibited progress — for example due to excessive risk aversion, lack of trans-
parency around project risks, internal incentives favouring public sector
projects, and organisational silos. Other problems include slow project process-
ing times, burdensome procedures, and inadequate responsiveness to client
priorities.

The most effective way to achieve greater impact via the MDBs would be a sub-
stantial general capital increase as well as increased donor contributions to
expand concessional MDB financing. But a general capital increase is fraught
due to geopolitical concerns regarding the increased voting influence this
would offer China, especially at the expense of big European countries. Other
MDB reform options include greater use of callable capital and/or guarantees,
issuance of a hybrid capital non-voting asset class, deployment of an originate-
to-share model, incorporation of vulnerability into funding eligibility criteria, and
introduction of climate resilient debt clauses.

Even in the unlikely event that these initiatives were all enacted, MDB reform
will be insufficient to solve climate and development funding challenges in the
Indo-Pacific, or indeed globally. A need for credibility has seen even the newer
disruptors — the AIIB and the New Development Bank — conform to the World
Bank template, replicating its challenges as much as its successes.

Bilateral financing agencies

Bilateral Export Credit Agencies (ECAs) and Development Finance Institutions
(DFIs) are increasingly influential public financial actors in the Indo‑Pacific that
are being leveraged into climate, development, and economic security policy
efforts.

²²

²³
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ECAs primarily focus on advancing bilateral economic interests, providing trade
credits, loan guarantees, insurance, or direct financing to facilitate trade and
investment.  However, China, Japan, South Korea, the United States, and
Australia all increasingly use their ECAs to provide something adjacent to devel-
opment finance, especially for infrastructure finance in middle-income coun-
tries. ECAs are also able to work with state-owned enterprises (SOEs) in devel-
oping countries, leveraging government-to-government links to reduce risk.
ECAs are increasingly focused on enhancing economic security. For example,
Export Finance Australia provided financial support to lithium producer Pilbara
Minerals to expand its mining operations as a contribution to enhancing global
battery supply chain resilience.

DFIs are traditionally more development-focused institutions using a similar set
of financial instruments to ECAs to promote private sector investment in devel-
oping countries. DFIs are, however, increasingly deployed by governments to
undertake economic security-related investments. For example, the US
International Development Finance Corporation has recently financed substan-
tial supply chain diversification investments in solar panel manufacturing and
critical minerals.

Both ECAs and DFIs, however, have been criticised for their lack of global gov-
ernance credentials and weak transparency.  As transaction-focused institu-
tions, they also lack the broader project preparation, policy reform, and capac-
ity building functions of the MDBs that are often vital to expanding the pipeline
of bankable investment projects.

Green banks

A range of national and subnational public green banks operate in the Indo-
Pacific, including in Australia, New Zealand, and the United States. They
mobilise private finance for clean energy investments, with a narrow investment
remit that allows them to target net zero investment barriers. They have been
successful in sectors where other public financial institutions have struggled,
such as energy efficiency. For example, the Clean Energy Finance Corporation
committed AU$3.5 billion for energy efficiency measures in Australia from
2015–22, including a range of investments in energy efficient, low-income com-
munity housing.

While green banks provide lessons about how to scale investment in new
renewable energy industries, they are still nascent institutions and mostly
operate in developed countries with advanced, liquid financial markets, and
virtually no use of grant finance. They would face significant additional
challenges in achieving their goals in developing countries unless they were able
to deploy concessional financing and greatly scale up their project preparation
and capacity building functions. While green banks do not operate

²⁴
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multilaterally, there would be benefits in taking their best elements — their
focused investment remit, catalytic investment function, and transparency and
knowledge sharing obligations — and embedding them in a multilateral bank.

Other public finance provision in the Indo-Pacific

Several multilateral green funds provide climate and development finance in the
Indo-Pacific. The most important of these, the Green Climate Fund, plays a key
role in the provision of adaptation and grant finance, but it has been beset with
governance issues since its inception and has struggled to deploy finance
rapidly. There are several ad hoc climate and development finance initiatives in
the region that sit outside formal institutions. The Just Energy Transition
Partnerships signed by the G7 with Indonesia (US$20 billion, of which $10
billion is public finance and $10 billion will be mobilised by the private sector)
and Vietnam (US$15.5 billion, of which $7.75 billion is public finance and $7.75
billion will be mobilised by the private sector) uses a mix of government and
private finance to reduce dependency on coal and scale up renewable energy
investment. However, these arrangements have thus far struggled to make
progress. There is also the Private Infrastructure Development Group, which
administers the IPEF Catalytic Capital Fund under the Indo-Pacific Economic
Forum, which aims to foster several billion US dollars in private sector invest-
ment. The G7’s Partnership for Global Infrastructure and Investment has made
some clean energy investments in the Indo-Pacific. The Quad, which began as a
regional security dialogue between the United States, Japan, India, and
Australia in 2004, has more recently directed its attention to providing public
goods and services in the Indo-Pacific, including for climate change. The
Minerals Security Partnership is seeking to promote information exchange and
co-financing for critical mineral investments among a coalition of 15 countries
and the European Commission.  None of these arrangements, however, pro-
vides the scale of finance, multilateral architecture, or institutional capability
needed to fully address the problem.

²⁸
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Creating an economic resilience
bank in the Indo‑Pacific

Existing efforts cannot close the climate and development finance gap in the
Indo-Pacific or globally. Meanwhile, there is an institutional and financing gap
for economic security that remains unaddressed at the multilateral level (see
Figure 2). Creating a new kind of multilateral bank to simultaneously address
the world’s economic security, climate, and development challenges could
therefore be the solution.

Figure 2

The multilateral economic security governance gap
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Source: Lowy Institute

Economic security

Mobilising private finance

Climate change mitigation

Climate change adaptation

Development

Trade

Capacity building

Knowledge sharing

IER
B

G
reen banks

S
tate investm

ent banks

D
evelopm

ent finance
institutions

E
xport credit agencies

M
ultilateral developm

ent
banks

M
ultilateral green funds



Creating an economic resilience bank in the Indo‑Pacific 17

The most fruitful starting point for the creation of such a bank could be the
Indo-Pacific, given the region’s centrality to the global net zero transition (as the
largest geographic source of growing greenhouse gas emissions) and
international manufacturing supply chains.

The presence of both established and emerging powers is crucial to the policy
proposal. As is, for reasons of legitimacy and equity, providing members who
identify as part of the Global South a strong voice in the governance of the insti-
tution. However, achieving a strong credit rating will require the new bank be
primarily backed by advanced economies.

The Indo-Pacific is already home to several policy groupings that demonstrate
the feasibility of creating a new bank focused on the intersection of economic
security, climate, and development, including the aforementioned Quad.
Another example is the Indo-Pacific Economic Framework (IPEF), a US-led ini-
tiative with 14 regional members, designed to support fair and resilient trade,
diversify and secure key supply chains, and support broader economic develop-
ment and decarbonisation aims.

Establishing an Indo-Pacific Economic Resilience Bank (IERB) would enhance
economic security in the region in several ways. First, it would provide an
avenue to multilateralise the development of new supply chains for critical min-
erals and the net zero transition, increasing the sourcing and production of vital
goods within a trusted group of economies as an alternative to overreliance on
protectionist or nationalist policies. This could build on existing work by the
IPEF Supply Chain Council.  Second, it would offer a more transparent devel-
opment finance alternative to China’s Belt and Road Initiative, providing market
signals and incentives to improve accountability and transparency practices in
lending.

While its primary investment focus would be the Indo-Pacific, there is no reason
the IERB should be limited by geography, given its goals. A more expansive
membership would allow for more diversified and resilient supply chain net-
works. The IERB’s membership could be open to all countries that share its
objectives, especially in terms of the desire to build mutual economic resilience.
Once an initial group of founding members are agreed, further members could
be admitted on a case-by-case basis subject to agreement from existing
members that adding the prospective member would bolster the mutual eco-
nomic security of the group. Major European powers would be strong candi-
dates as advanced economies, while countries in Africa and Latin America
would be relevant in terms of their ability to help diversify critical mineral supply
chains.

One potential point of sensitivity would be the relationship between the bank
and China, should it wish to join. The IERB should not be explicitly established
in opposition to, or even necessarily to the exclusion of, China. Many countries

²⁹
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in the region would be averse to joining such a group if China’s exclusion were
made an explicit rationale for its creation. IERB membership would be open to
all countries, including in principle to China, subject to agreement from existing
members about a prospective entrant’s ability and willingness to contribute to
the grouping’s triple objectives. Beyond this foundational issue, there is plenty
of precedent for how to manage sensitivities. The IPEF provides a prime exam-
ple, whereby China is outside the group and has not sought to join, while many
countries in the region participate. The Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP) is another example, with many
countries willing to join a trade pact widely seen as originating as an initiative by
the United States to counter China’s gravitational pull in the region. In the case
of the CPTPP, China has formally applied to join but will require the consent of
existing members which, given legitimate concerns about China’s willingness to
adhere to CPTPP rules and principles, has seen its application remain stalled.
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What the Indo‑Pacific Bank
would invest in

The bank would focus on the intersection of economic security, climate change,
and development. While there are trade-offs between these objectives, the
IERB would invest where these three goals are complementary and require
investments to meet minimum standards across all three policy domains. For
example, if a critical mineral processing facility were powered by a new
coal‑fired power station, the bank would not fund its operation.

Figure 3

Indo-Pacific Economic Resilience Bank’s possible investment focus
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The IERB’s primary investment mandate should encompass clean energy manu-
facturing, renewable energy, grid infrastructure, energy efficiency, and critical
mineral manufacturing (see Figure 3). This would strike a balance between the
focused mandates of green banks and the greater economies of scale and
diversification of the MDBs. The bank should have scope to invest in climate
change adaptation, complementary infrastructure (e.g. transport
infrastructure), early coal retirement, green metals, and just transition support
as areas of secondary importance to its mandate. It could also consider broad-
ening its investments to include other supply chains critical to multilateral eco-
nomic security, such as pharmaceuticals.  However, predominantly develop-
ment-focused investments, for example in water, health, or education, would be
out of scope due to the comparative advantage of other institutions.

The bank’s investments should be focused on developing countries, as this is
where the greatest climate, development, and supply chain diversification gaps
exist. Consideration should be given to the merits of developed donor countries
borrowing from the bank, as occurs with some MDBs, such as the European
Investment Bank. This could simplify the politics of joining and capitalising the
bank for donor countries. It would also improve knowledge sharing and end-to-
end supply chain resilience. Rather than competing with existing green banks or
other similar institutions in developed countries, the IERB could act as a co-
financier. This would increase its volume of non-concessional loans, expanding
and diversifying its investment portfolio. It would provide useful additional
finance for net zero investments while facilitating knowledge and data sharing
between green banks and the IERB.

The most novel element of the IERB would be its investment in projects to help
multilateralise the development of new clean energy supply chains. The facility
could for instance draw on the sector-specific plans developed by the IPEF
Supply Chain Council and member countries to help finance the development of
node-to-node supply chain projects across the Indo-Pacific. Box 1 discusses the
region’s potential regarding electric vehicle manufacturing.

One especially critical but sensitive question again pertains to China’s indirect
involvement in the bank’s projects. While Chinese suppliers would be a contro-
versial and delicate issue in some quarters, they are currently vital as the lowest-
cost producers of clean energy technologies. China has overcapacity of key
clean energy technologies, and the bank could purchase excess quantities of
goods such as solar panels cheaply to accelerate deployment of commercial
technologies across the region. The IERB would need to tread a narrow path
between drawing on China’s dominant position as a low-cost manufacturer and
imposing appropriate safeguards with its involvement in the institution.

In practice, this means IERB procurement would be open to Chinese sub-
contractors to deliver projects where they are able to meet the bank’s
environmental, social, and governance (ESG) standards and where it is not

³¹
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contrary to security imperatives. This could be subject to some degree of pref-
erencing for alternative suppliers in line with the bank’s mission to diversify
green supply chains. Over time, these preferences and the stringency of ESG
standards would rachet up to focus more on procuring from member states in
line with increases in their productive capabilities.

Another key reason to allow involvement from non-member states is technology
transfer, which will be vital to the IERB achieving its mission. In the case of
China, the bank could adopt a similar approach to the European Union, using its
procurement rules to encourage Chinese firms to form joint ventures and share
technology in key areas.

Box 1: Mapping potential electric vehicle manufacturing capability across
Indo-Pacific countries

Globally, the International Energy Agency projects half of all cars sold in 2035
will be electric vehicles (EVs).  This requires a reconfiguration of existing
vehicle supply chains, sparking fierce competition among state actors seeking
to capture a share of this highly profitable industry.

EV production can be divided into upstream mining of critical minerals and mid-
stream and downstream battery and automotive manufacturing processes. EVs
rely on a range of critical minerals in their batteries, which typically contain lithi-
um, cobalt, manganese, nickel, and graphite. Many Indo-Pacific countries have
established industries in at least one component of the EV supply chain (see
Figure 4). This illustrates the potential for an Indo-Pacific bank to catalyse the
development of node-to-node manufacturing capabilities across a range of criti-
cal mineral and clean energy technologies. There could also be opportunities for
universities and research institutes in the region to bid for grant funding from
the bank and collaborate to address specific research challenges in scaling up
key technologies and supply chains. The IERB could be the institutional focal
point for liaison and knowledge sharing among these centres.

³²
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The new bank would need to use a full range of financial instruments to deliver
on its investment mandate, including concessional and non-concessional loans,
equity investments, sustainable bonds, guarantees, and grants.

The IERB should maintain a strong focus on mobilising additional private
investment. This should include the ability to work with state-owned firms and
financial institutions. Doing so is a necessity given the role state firms play in
the political economy of the region. It also provides a basis for risk sharing with
governments (given explicit and implicit government guarantees) and serves as
an entry point for supporting improved governance and regulatory standards.
This would require the bank to develop the capacity to engage with these

Figure 4

EV critical mineral and clean energy manufacturing potential in the Indo-Pacific
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institutions and monitor and oversee investments closely. If done well, it could
also significantly enhance the bank’s ability to mobilise additional private co-
investment.

The new bank would need the ability to provide significant concessional loan
and grant financing. This will be critical in a number of circumstances relevant
to the IERB’s mandate, such as when financing riskier projects (e.g. for more
nascent technologies or markets), and projects that require larger public
subsidy for non-commercial benefits in line with the bank’s mission (e.g. sub-
stantial emissions reductions or building critical supply chain nodes). Similarly, a
grant-based technical assistance fund would be necessary to support activities
that would have a high pay-off in line with the bank’s mission (e.g. adopting new
technologies and policy and regulatory approaches, and, for project
preparation).

The bank could also channel its funds through government budgets in ways that
help to further share costs and de-risk investments (e.g. government equity
injections into state-owned firms and investment vehicles undertaking green
investments).
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Designing a new bank that
improves on the existing
architecture

The design of a new bank should aim to learn from the experiences with existing
public financial institutions, in particular taking the best parts of the MDBs and
green banks, adopting the most promising innovations, and avoiding their weak-
nesses to the extent possible.

Better and more legitimate governance

Establishing the IERB provides an opportunity to learn from and improve on the
governance structures of existing multilateral financial institutions. First, bor-
rowing and donor member-countries should be given more balanced represen-
tation on the bank’s board of directors, in contrast to the current practice of
most major MDBs, where donor members have the dominant voting rights
based on their capital contributions. Ensuring adequate voice for developing
countries will be important to the legitimacy of the bank but also its perfor-
mance, since the bank will predominantly operate in developing economies. This
will require major shareholders accepting a separation between the governance
of the IERB and the capital contributions of specific countries.

In a similar vein, the president and senior management of the new bank should
be chosen on a meritocratic basis, avoiding the presumptive gentlemen’s agree-
ment at institutions such as the World Bank, International Monetary Fund, ADB,
and AIIB whereby the president must be an American, European, Japanese, or
Chinese national respectively, while senior management positions operate by an
informal system of national quotas. A meritocratic approach to appointing
board directors and the possibility of a non-resident board, with board
members located in their respective home countries, would be other important
options to consider.

Maximising the financial firepower of the IERB

It would make sense for the IERB to adopt the powerful financing model of the
MDBs, given their proven ability to generate substantial leverage while retaining
a strong credit rating. This would require the bank to operate with preferred
creditor status when providing loans. To meet its investment mandate, the IERB
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would require the ability to provide both non-concessional and concessional
financing. The bank would therefore need to operate based off a combination of
paid-in capital, callable capital, and regular financial replenishments from donor
governments. In addition, the bank could adopt other financial innovations such
as using hybrid (non-voting) capital, portfolio guarantees, and originate-to-share
asset securitisation. It would also be a strong candidate for deploying funding
from measures such as Carbon Border Adjustment Mechanisms or levies on
windfall profits from fossil fuels.

Advanced economies would need to provide the bulk of public capital to
support the new bank, for three reasons. First, basic equity and capacity to pay.
Second, because the IERB would focus on economic security, which is princi-
pally the concern of advanced economies. Third, for the new bank to obtain a
strong credit rating, the bulk of callable capital would have to come from
advanced economies with strong credit ratings. Major emerging powers such as
India and Indonesia could focus on making important financial contributions via
other instruments, such as being donors to the IERB’s concessional financing
facility and purchasing securitised assets from the bank to free up its balance
sheet.

Prioritising knowledge sharing and transparency

While the IERB should share some features with MDBs, it should be designed to
operate more like a multilateral green bank, developing highly specialised insti-
tutional expertise and mandating knowledge sharing activities that can help
catalyse new markets and investment. In this way, the bank should learn from
the experiences of national clean technology institutions such as ARPA-E in the
United States, the Australian Renewable Energy Agency (ARENA), and the
CEFC. Conversely, the IERB needs to avoid the transparency and data sharing
problems that have afflicted the MDBs.

The IERB should mandate knowledge sharing in its Articles of Agreement to
maximise the value created through its activities. Mandated knowledge sharing
has been core to ARENA and the CEFC’s success in scaling up clean technology
markets such as utility solar. It increases transparency around investment risks
while giving the private sector the information and confidence it needs to scale
and sustain new markets. The provision of IERB finance should be contingent on
knowledge sharing to develop a more nuanced understanding of segment-
specific investment risks in clean technology and critical mineral supply chains.
Similar to the approach taken by green banks, this would enable the IERB to
invest with a greater risk appetite than existing institutions, but also encourage
additional capital by sharing this knowledge with private investors, MDBs,
ECAs, and others. The bank would disclose disaggregated but anonymised
project-level investment data, including private capital mobilisation, refinancing,
and defaults. This practice would protect commercial-in-confidence
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sensitivities but engender investor confidence by publishing both financial and
technical insights from projects, which would diffuse insights across the Indo-
Pacific and beyond. It would provide a key point of difference from the MDBs
where efforts to enhance transparency through the Global Emerging Markets
(GEMs) Risk database have been progressing slowly.

The IERB could establish a grant-based Grand Challenge fund to encourage col-
laborative research, development, and deployment cooperation among its mem-
bers. Grand Challenge schemes set ambitious but achievable goals that harness
science, technology, and innovation to help solve important global problems.
They are generally multi-sector, multi-disciplinary schemes that can be hosted
by universities, businesses, or non-government organisations. An IERB Grand
Challenge fund could announce specific research initiatives, such as an EV
manufacturing research hub, which could be periodically funded by donor coun-
tries with one-off grant funding rounds.

Navigating an uncertain new policy agenda

The IERB would need to develop new processes and metrics for screening,
managing, and evaluating investments to ensure complementarity between the
economic security, climate, and development goals of the bank and overall
investment impact. To support this, the bank would benefit from a strong insti-
tutional learning function. This could involve establishing an entity like the
World Bank’s Independent Evaluation Group. However, the IERB would need to
pioneer new evaluation methodologies, especially related to economic security,
which remains less well-defined than climate or traditional development objec-
tives and lacks key evaluation metrics. It could also seek to enhance trans-
parency around how the bank captures value for the institution, its donors, and
recipients.

³⁵
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Taking the IERB forward

The original Bretton Woods Agreement showed bold reforms of the
international financial architecture are possible if political will exists to support
them. Eighty years on from Bretton Woods, there is once again a need for bold
thinking to ensure multilateral financial governance is fit for purpose.

In this Analysis, we have made the case for a new kind of multilateral bank that
can tackle the triple crises of economic insecurity, climate change, and develop-
ment, and provided the outlines of how and why such a bank might work. The
Indo-Pacific is the right place to start, given its strategic importance, the pres-
ence of a number of established and emerging powers, and the strong align-
ment of our proposed IERB with existing policy agendas in the region.

Any proposal to create a new multilateral institution must be considered care-
fully given an already crowded landscape and competition over scarce public
capital. As a next step, we therefore recommend a high-level, multi-disciplinary
panel of experts be established to take the proposal forward. This could be
commissioned by interested governments in the Indo-Pacific, ideally a relatively
broad grouping such as those represented in IPEF, although a smaller grouping
consisting of the Quad countries could also usefully take the idea forward in the
first instance, with a view to achieving a wider founding membership.

Leading the establishment of the IERB would be a significant economic and
foreign policy legacy for its founding governments. For the rising global powers
of India and Indonesia, the IERB offers an important leadership opportunity that
would bestow considerable prestige — similar to Japan in the 1960s with the
ADB, and China last decade with the AIIB. For affluent Western democracies
such as the United States and Australia, it would provide an opportunity to
improve their influence and legitimacy in the Global South through a multilater-
alised version of their domestic industrial policies. It would also help them
achieve their economic security and climate goals at lower cost. Most impor-
tantly, the new bank would provide a shared stepping stone towards a more
secure, sustainable, and prosperous world.
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Acronym glossary

ABD Asian Development Bank

ARPA-E Advanced Research Projects Agency – Energy

AIIB Asian Infrastructure Investment Bank

ARENA Australian Renewable Energy Agency

CEFC Clean Energy Finance Corporation

CPTPP Comprehensive and Progressive Agreement for Trans-Pacific
Partnership

DFI Development Finance Institution

ECA Export Credit Agencies

ESG Environmental, Social, and Governance

EV Electric Vehicle

IERB Indo-Pacific Economic Resilience Bank

IMF International Monetary Fund

IRA Inflation Reduction Act

IPEF Indo-Pacific Economic Forum

MDB Multilateral Development Bank

SOE State-owned Enterprise
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