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Foreword

This second edition of the OECD Asia Capital Markets Report provides an overview of capital market
developments across the region. It opens with a chapter on developments in 2025, followed by analysis
on stock valuation (Chapter 2), institutional investors (Chapter 3) and human capital (Chapter 4). A focus
chapter (Chapter 5) explores crypto-assets. The report discusses key trends, opportunities and challenges
in these areas. Each chapter includes policy considerations for policymakers and regulators on capital
market development across the region.

Chapter 1 examines recent developments in Asian capital markets, highlighting their diverse levels of
development and the dominant role of larger markets. It shows how heightened trade policy uncertainty
and geopolitical tensions in 2025 and early 2026 have increased market volatility, affected capital flows
and shaped financing conditions across market segments. The chapter also analyses shifts in corporate
financing, including greater reliance on secondary equity offerings, alongside developments in private
equity, corporate debt and sovereign bond markets.

Chapter 2 analyses the widespread phenomenon of stock undervaluation across Asian equity markets. It
analyses stock valuation trends, shareholder returns and payout ratios, and explores the structural factors
driving patterns, including ownership structures, capital allocation practices and investor participation. The
chapter also reviews the emergence of “value-up” initiatives across the region, comparing their design and
early outcomes.

Chapter 3 examines the role of institutional investors in Asian capital markets, including their growing
presence as owners and stewards of listed companies. It discusses trends in domestic and foreign
institutional ownership, the increasing influence of passive investment strategies and benchmark indices,
and evolving stewardship and engagement practices across the region. It also includes an analysis of
investor engagement drawing on an original survey of institutional investors participating in regional capital
markets.

Chapter 4 reviews recent developments in human capital management across Asia and its growing
importance for corporate performance and long-term value creation. It highlights increasing investor and
policy attention to workforce-related issues, including talent, skills and employee well-being. The chapter
also explores evolving disclosure practices, as well as ongoing challenges related to transparency and
comparability of human capital information.

Chapter 5 explores the rapid development of crypto-asset markets in Asia and the increasing participation
of both retail and institutional investors. It highlights the growing interconnectedness between crypto-assets
and traditional financial markets, as well as the policy challenges associated with financial consumer
protection, market integrity, cyber risks and the misuse of crypto-assets for illicit financing.

This report is part of the OECD Capital Market Series, which supports policy discussions on how capital
markets can better channel household savings into productive investment in the real economy. It draws on
unique OECD datasets as well as original analyses of commercial and publicly available sources. A
detailed description of data sources and the methodologies are provided in the Annex. The report is
produced under a Japanese government-financed programme aimed at supporting the development of
capital markets across Asia.
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Executive summary

Capital markets in Asia are playing an increasingly important role in financing corporate growth, investment
and innovation in the region. Over recent decades, the development of public and private capital markets
has expanded companies’ and governments’ access to long-term financing, supported entrepreneurship
and facilitated the growth of globally competitive firms across a wide range of industries. As these markets
deepen and become more integrated into the global economy, developments in international trade,
financial conditions and geopolitical relations become increasingly important drivers of market outcomes
across the region. Asia today accounts for 36% of US imports, depends heavily on oil from the Middle East
and is the primary destination for most liquified natural gas (LNG) shipments transiting through the Strait
of Hormuz.

In 2025 and the first half of 2026, renewed trade tensions, tighter global financial conditions and rising
geopolitical risks created a more challenging environment for Asian capital markets with uncertainty
affecting financing conditions, capital flows and market volatility across the region. Despite the increase in
effective tariffs, exports from the region did not contract significantly. Exports to the United States
experienced a decline equivalent to 0.4% of Asia’s GDP in 2025. Although corporate investment remained
unchanged in 2025 compared to 2024, 44% of listed companies in Asia reduced their investment by more
than 10%. Uncertainty weighed on investment decisions across a broad range of firms, with the strongest
effects concentrated among smaller listed companies already facing weaker investment dynamics.

Equity and bond markets were more volatile around tariff announcements in 2025 and the conflict in the
Middle East in early 2026

Equity markets experienced heightened volatility and a significant increase in return co-movement.
Volatility in sovereign bond yields also rose, while both corporate and sovereign credit spreads widened
following tariff announcements. Net flows to Asian equity markets declined in 2025, whereas debt markets
recorded net inflows. In 2025, equity inflows strengthened in Japan, the People’s Republic of China
(hereafter ‘China’) and the Philippines, while only China experienced net outflows from debt markets.
Rising bond yields in many advanced markets reduced the attractiveness of emerging market equities,
prompting foreign investors to reallocate capital towards Asian bond markets, which offered more attractive
risk-adjusted returns amid growing uncertainty. These trends were further supported by strong domestic
investor bases across several Asian debt markets.

Asian capital markets remained resilient in 2025 and continued to provide financing to corporations, but
they were less active than in other regions

USD 3.3 trillion was raised on Asian capital markets in 2025, 39% of all capital raised globally. However,
the increase in capital raised compared to the 2022-2024 average was lower than in the rest of the world.
Initial public offering (IPO) activity, relative to its 2022-2024 average, contracted by 11%, while it increased
by 37% in the rest of the world. Asian companies relied more heavily on secondary equity offerings and
corporate bond issuance in 2025. Secondary equity offerings rose by 55%, compared to 39% in the rest
of the world, while corporate bond issuance remained broadly in line with the global increase.

Borrowing costs for investment grade corporate issuers declined while they increased for lower-rated
issuers. Interest rate at issuance for investment grade issuers declined to 2.7%, compared with a global
median of 4.4%. Although they widened around the April 2025 tariff announcements and again in early
2026, corporate credit spreads remained narrower than at the beginning of 2025. Corporate issuers shifted
to shorter maturities in 2025 and firms in tradable sectors experienced greater dispersion in borrowing
costs. Over 40% of outstanding corporate debt will need to be refinanced over the next three years, leaving
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parts of the corporate sector more exposed if financing conditions tighten further or uncertainty remains
elevated.

Deep and diversified capital markets are important to help economies absorb external shocks and maintain
access to financing during periods of uncertainty. Particularly, in less developed markets, further
development of public equity and corporate debt markets, broader access to financing and stronger private
equity and venture capital ecosystems remain important areas for policy attention. Improving market
infrastructure and supporting cross-border investment can further enhance resilience and reduce
vulnerabilities to changing global financial conditions and geopolitical risks.

While sovereign bond issuance reached record levels in Asia in 2025, it grew at an even faster pace in the
rest of the world

Sovereign bond issuance in Asia reached a record high of around USD 4.1 trillion in 2025 - equivalent to
20% of global issuance - bringing the aggregate stock of outstanding sovereign marketable debt to around
USD 18.3 trillion. Strong reliance on local currency and fixed-rate financing, together with average-time-to
maturities above global levels and a strong domestic investor base in the largest markets, helped cushion
the impact of heightened trade policy uncertainty in 2025.

That uncertainty generally led to declining yields in lower-risk markets due to safe-haven effects, while
higher-risk economies experienced rising sovereign yields and tighter financing conditions. By contrast,
geopolitical tensions in the Middle East contributed to broader increases in sovereign yields across the
region, reflecting concerns over inflationary pressures through increasing energy prices and future tighter
monetary conditions.

Recent market disruptions have highlighted the importance of debt structures, market functioning and
investor composition in shaping resilience to external shocks. Continued policy efforts to deepen money
markets, strengthen local currency bond markets and broaden investor bases remain important to support
financing capacity during periods of stress.

Despite strong economic growth and the emergence of globally competitive firms, persistent valuation
discounts and moderate shareholder returns remain common across many Asian equity markets

Nearly 40% of Asian listed companies trade below book value, while payout ratios remain modest by global
standards, reducing the attractiveness for large global investors. In response, several Asian jurisdictions
have introduced “value-up” initiatives aimed at improving capital efficiency, shareholder returns, corporate
governance and market competitiveness. Early outcomes have been mixed, with stronger equity market
performance not always translating into broad-based improvements in corporate valuations.

The design and implementation of value-up initiatives range from prescriptive approaches to voluntary and
comply-or-explain frameworks. This highlights the importance of embedding valuation enhancement
measures within broader reforms aimed at strengthening corporate governance, improving capital
allocation, deepening investor participation and enhancing market functioning, transparency and investor
confidence.

Institutional investors play a limited role and strengthening their participation would help deepen Asian
capital markets

Institutional investors continue to play a more limited role in Asian equity markets than in other regions,
accounting for 21% of market capitalisation compared to 47% globally. Institutional ownership is heavily
dominated by non-domestic investors, while domestic institutional investor bases remain relatively
underdeveloped in several markets. At the same time, benchmark indices and passive investing are
becoming increasingly influential across the region, with the share of passive funds in Asian equity funds
rising from 28% in 2008 to 70% in 2025.
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Stewardship and fiduciary frameworks have developed rapidly across Asia, although engagement
practices continue to be shaped by concentrated ownership structures, limited investor resources and
practical barriers to engagement. Strengthening domestic institutional investor bases, stewardship
frameworks, channels for dialogue, and voting and disclosure infrastructure can support more effective
investor engagement, stronger market functioning and long-term value creation.

Human capital is becoming more important in assessing corporate risks and long-term performance, but
more comparable disclosures are needed to support informed investment decisions

Human capital information is playing a growing role in how investors assess corporate risks and long-term
prospects. In Asia, companies representing 80% of regional market capitalisation disclosed human capital
information in 2024, although important differences across frameworks and metrics continue to limit
comparability and consistency of disclosures.

Currently there is no internationally recognised disclosure standard specifically focused on human capital.
Encouraging broader disclosure of material metrics and more contextual reporting can support informed
investment decisions and broader policy objectives related to productivity, workforce resilience and
inclusion, particularly as artificial intelligence (Al) reshapes labour markets.

Crypto-asset markets are expanding rapidly across Asia, but stronger governance, consumer protection
and international co-operation are needed to address emerging risks

Asia has emerged as a major hub for crypto-asset activity and saw the highest regional growth in
blockchain-based crypto-asset transactions in 2025, with a 69% year-on-year increase. As crypto-asset
activity expands, concerns related to consumer protection, scams, illicit finance and cyber-security risks
are also increasing.

Regulatory approaches across Asia continue to evolve. While some jurisdictions maintain a restrictive
stance on crypto-assets, others have introduced or revised regulatory frameworks to support more orderly
market development. Without robust governance and international co-ordination, fragmented approaches
may increase vulnerabilities and risks to market integrity. Strengthening supervisory frameworks, oversight
of crypto-asset activities and cross-border co-operation will therefore remain important to support resilient
and well-functioning markets.
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Asian capital markets developments

This chapter provides an overview of capital market developments in Asia,
covering trends in public and private equity, corporate debt and sovereign
bond markets. It examines how tighter financial conditions, heightened trade
policy uncertainty and geopolitical tensions have influenced corporate
financing in 2025 and early 2026. It also explores the impact of trade-related
uncertainties on capital markets, including effects on volatility, capital flows
and financing patterns across the region. Drawing on the analysis, it identifies
key policy considerations aimed at strengthening market resilience and
supporting the continued development of capital markets in the region.
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Key messages

e Asian capital markets were impacted in 2025 and early 2026 by renewed tariff uncertainty and
rising geopolitical tensions related to the conflict in the Middle East. Asia’s integration into global
production networks, trade flows and maritime transport routes increases the region’s exposure
to external shocks and changing financial conditions.

e Equity market volatility increased sharply following tariff announcements in April 2025 and
geopolitical tensions in early 2026, while bond spreads widened during periods of market stress,
particularly in high-yield segments. Portfolio flows reflected a broad reassessment of risks, with
equity outflows in early 2025 and stronger inflows into debt markets.

e Asia represented around 31% of global GDP in 2025 and accounted for 29% of global public
equity market capitalisation, 56% of listed companies and 52% of global venture capital activity.
However, the region’s share across debt market segments is significantly underrepresented
compared to its economic weight in global GDP, particularly in private credit and syndicated
lending markets.

e Capital raising conditions remained uneven across Asian markets during 2025. Initial public
offering activity remained subdued across much of the region compared to 2022-2024 averages,
while firms relied more heavily on secondary equity offerings and corporate bond issuance.
Despite heightened uncertainty, delisting activity of Asian companies from US markets
remained broadly stable in 2025.

e Capital raising patterns also differed between tradable and domestic-oriented sectors. In Asia,
IPO activity weakened more sharply in domestic-oriented sectors, while tradable sectors
remained comparatively more resilient and accounted for a larger share of corporate bond
issuance than globally, potentially reflecting stronger investor confidence in export-oriented and
technology-related sectors, expectations related to supply-chain diversification and continued
market access for export-oriented firms.

e Sovereign bond markets remained resilient overall, supported by strong reliance on local
currency and fixed-rate financing as well as relatively long maturities, which helped limit
exchange-rate and refinancing vulnerabilities despite elevated issuance and debt levels.

e Corporate debt markets also remained broadly resilient despite heightened uncertainty,
supported by corporate bond issuance, while syndicated lending declined and private credit
activity remained limited. Access to corporate bond market remained broadly available,
including for smaller firms in several economies, although issuers increasingly opted for shorter
maturities, heightening their exposure to future refinancing pressures.

o Geopolitical tensions and energy supply disruptions increased inflationary pressures across
parts of Asia, potentially constraining the scope for further monetary easing. Any renewed
increase in interest rates could heighten refinancing risks given the substantial share of
outstanding corporate debt due for refinancing over the next three years.

e Private equity and venture capital markets remain under pressure, with fundraising declining for
a fourth consecutive year, although assets under management continued to grow, supported by
higher valuations. At the same time, deal value in exit activity shifted towards traditional
channels, from secondary buyouts and back towards trade sales.

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026



|15

1.1. Capital markets amid trade policy uncertainty and geopolitical tensions

Asian capital markets were affected by two major developments in 2025 and the first half of 2026: the
renewed escalation of tariff-related uncertainty from April 2025 onwards and rising geopolitical tensions
associated with the conflict in the Middle East in 2026. Asian economies remain particularly sensitive to
these developments given their integration into global production networks, openness to international trade
and dependence on energy from the Middle East. Moreover, Asia is the largest buyer of oil and gas
transiting through the Strait of Hormuz, accounting for roughly 80% of liquefied natural gas shipments via
this route.

Sensitivity to trade policy uncertainty is especially significant given Asia’s strong economic linkages with
the United States, which accounted for around 15% of the region’s total exports and approximately 4% of
aggregate GDP in 2024, while Asia represented around 36% of total US imports.

However, exposure to trade-related uncertainty varies considerably across Asian economies depending
on their export structure and reliance on the US market. Smaller export-oriented economies, such as
Cambodia and Viet Nam, show particularly high reliance on the US market, both as a share of total exports
and relative to their GDP (Figure 1.1, Panel A and B). Malaysia, Singapore, Chinese Taipei and Thailand
also display particularly high exposure relative to the size of their economies. By contrast, larger and more
diversified economies such as China and Indonesia are less dependent on the US market despite their
substantial trade volumes.

The impact of trade-related uncertainty is also shaped by differences in effective tariff rates applied by the
United States across Asian economies. China and India face relatively high effective tariff rates, while
several Southeast Asian economies continue to face lower tariff levels.

Figure 1.1. Selected indicators of Asian economies’ trade exposure to the United States

Differences in trade exposure and tariff rates contributed to shifts in regional trade patterns across Asian economies

A. Exports to United States B. Exports to C. Change in exports to United States
to total exports, 2024 United States to GDP, 2024 as a share of GDP, 2024-2025
Asia |IEEETH Viet Nam ] 10.6%
Cambodia 33% 26% Cambodia | 8.4%
Viet Nam 29% 30% Lao PDR | 7.4%
Japan 20% 5% Chinese Taipei 1 6.0%
Chinese Taipei 19% 16% Thailand 3.6%
India 19% 3% Indonesia 0.4%)
Thailand 18% 13% Bangladesh 0.39%|
Korea 18% 8% Sri Lanka 0.36%]
Philippines 18% 5% Mongolia ~ 0.1% |
Sri Lanka 18% 3% Pakistan  0.002% |
Bangladesh 15% 2% Malaysia  -0.04%
Malaysia 13% 13% Asia  -0.4%
Pakistan 15% 2% India -0.6%
China | 12% 2% China  -0.8%]
Indonesia 9% 2% Korea 1% |
Singapore | 8% 11% Philippines -1.2%
Lao PDR | 8% 5% Japan  -14% |
Hong Kong (China) 6% 5% Hong Kong (China) ~ -4.1% |
Mongolia [0.5% | ! ! 0.3% ! ! Singapore _-4.5% ) )
0% 10% 20% 30% 0% 10% 20% 30% -5% 0% 5% 10%

Note: In Panel A, information on total exports is based on data from the OECD Balanced International Merchandise Trade dataset for 2024
Source: BEA (2025(1)) International Trade and Investment Country Facts, https://apps.bea.gov/international/factsheet/index.html;IMF (202612),
World Economic Outlook Data — GDP, https://www.imf.org/en/publications/weo/issues/2026/01/19/world-economic-outlook-update-january-
2026; OECD (20263]), The OECD Balanced International Merchandise Trade Statistics, https://doi.org/10.1787/07518168-en.
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By the end of 2025, easing uncertainty supported market sentiment. However, differences in trade
exposure and tariff rates had already contributed to shifts in regional trade patterns. Production and trade
flows increasingly moved towards alternative locations in Asia in line with “China+1” dynamics, referring to
the diversification of production and supply chains away from China towards other Asian economies. At
the same time, part of these developments may also reflect shorter-term trade adjustments, including
export rerouting through lower-tariff economies and the frontloading of shipments ahead of tariff
implementation. As a result, while Asia’s overall export exposure to the US market remained broadly stable
between 2024 and 2025, declining by just 0.4%, export exposure increased in Viet Nam, Cambodia, Lao
People’s Democratic Republic, Chinese Taipei and Thailand, while it declined in India, China, Korea,
Japan, Hong Kong (China), Philippines and Singapore (Figure 1.1, Panel C).

Beyond their broader economic effects, tariff-related uncertainty and geopolitical tensions can affect capital
markets by increasing risk aversion, weakening investor confidence and disrupting trade and investment
flows. In equity markets, these developments may be reflected in lower valuations, weaker capital raising
activity and reduced private equity and venture capital activity due to higher risk premium, weaker exit
conditions and lower transaction volumes. In debt markets, weaker credit fundamentals may contribute to
wider bond spreads, higher borrowing costs and rising default risks. More broadly, trade policy uncertainty
can dampen growth by delaying investment and consumption until policy clarity improves, while slower
growth may weaken sovereign fiscal positions (Kohlscheen et al., 20254).

Heightened trade policy uncertainty and weaker growth expectations were also reflected in corporate
investment decisions across the region. In 2025, the median listed company in the region reduced
investment by 7% compared with the previous year, while firms at the lower end of the distribution
experienced substantially larger declines (Figure 1.2, Panel A).

Figure 1.2. Change in corporate investment among Asian listed companies

Corporate investment weakened across Asia in 2025, with larger declines among smaller firms

A. Year-on-year change in nominal investment B. Share of listed companies with
in Asia, by percentiles investment declines above 10%
(percentile) ,
Bangladesh | 60%
90th 1% China | 52%
SriLanka | 47%
oo 4%
75th 4% Hong Kong (China) | 43%
Korea | 43%
Thailand | 43%
Indonesia 42%
50th T Pakistan | 40%
Philippines | 37%
Singapore | 36%
25th -12% VietNam | 35%
India | 34%
Malaysia | 34%
10th -30% Chinese Taipei | 33%
! : Japan ,28% | |
-40% -20% 0% 0% 20% 40% 60%

Note: The figure covers the 10 000 largest listed companies in Asia by market capitalisation. Companies without 2024 investment data are
excluded. Panel A shows the percentage change in nominal investment by percentile between 2024 and 2025.
Source: OECD Capital Market Series dataset; see Annex A for details
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Consistent with this pattern, 44% of listed companies in Asia reduce their investment by more than 10% in
2025 compared to 2024 (Figure 1.2, Panel B). These findings suggest that uncertainty weighed on
investment decisions across a broad range of firms, with the strongest effects concentrated among smaller
companies already facing weaker investment dynamics.

Deep and diversified capital markets have become particularly important to overcome the effect of
tariff-related uncertainty, geopolitical tensions and fuel restrictions imposed on governments, central banks
and corporations. Deep and diversified public and private capital markets can help firms maintain access
to financing, support investment and refinancing activity, and facilitate risk sharing across the economy,
ultimately increasing resilience. Similarly, well developed financial markets can support governments in
raising financing and central banks to better maintain price stability. By contrast, economies with shallower
or less diversified markets may be more vulnerable to capital outflows, weaker liquidity and tighter financing
conditions.

Box 1.1. Overview of Asian capital markets

Asian capital markets are increasingly integrated into global financial markets. Accounting for around 31%
of global GDP in 2025, Asia hosts 56% of the total number of listed companies. The region’s shares across
market segments vary considerably, reflecting differences in the development of financing channels across
economies (Figure 1.4). The region accounts for 29% of global public equity market capitalisation,
highlighting the importance of Asian public equity markets in global financial ecosystem. Asia also
represents 52% of global venture capital activity and 20% of private equity markets, pointing to the growing
role of private market financing, particularly for innovative and high-growth firms.

By contrast, Asia’s presence in debt market segments is more uneven. While the region accounts for 30%
of global corporate bond markets, its share in syndicated lending and private credit remains comparatively
limited at 15% and 4%, respectively, suggesting that alternative credit channels remain less developed in
many economies. In sovereign bond markets, Asia represents around 25% of global outstanding
government bonds, below its share of global GDP.

Figure 1.3. Asia’s share of global capital markets relative to its share of the global economy, 2025
Asia’s share in global capital market segments does not always align with its economic weight

GDP I— 31%
Public equity markets

Market capitalisation i
Number of listed companies I 56%

Private equity -
Venture capital -
Corporate debt markets
Corporate bonds -

Private credit 4% -

Syndicated lending 15% 1
Sovereign bond markets

Sovereign bonds 25% i

Note: Private credit share is calculated using total assets under management (AUM), defined as the aggregate AUM of private credit funds with
Asia as their primary investment focus, and the data is as of September 2025. Sovereign bonds include bills.

Source: OECD Capital Market Series dataset; Pregin; 2025 OECD Survey on Central Government Marketable Debt and Borrowing; LSEG; see
Annex A for details.
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Capital market development differs significantly across Asian economies, shaping their capacity to absorb
external shocks and support corporate financing during periods of stress (Figure 1.4). Public equity
markets in Hong Kong (China) and Chinese Taipei stand out for their exceptionally high market
capitalisation relative to GDP, deep liquidity and strong trading activity. Korea and Japan also combine
relatively large equity markets with high turnover ratios, reflecting active domestic and international investor
participation. By contrast, several smaller and lower-income economies, including Cambodia, Lao PDR
and Mongolia, continue to exhibit comparatively shallow equity markets characterised by limited market
capitalisation, fewer listed companies and low trading activity.

Figure 1.4. Overview of Asian public equity, 2025

Public equity markets across Asia exhibit significant variation in size and depth

e Number of companies Chi _ :
P ma/ - \ India — The bubble size shows turnover
( | ( / ratio. This one corresponds to
\ / . Ki %
5000 4 /0[??\ 130%
7 Japan | /J Chinese Hong Kong
3000 A Taipei (China)
| )
Vel 1 O
i iet Nam ~
Bangladesh Paklstan Indonesi{j\/\ ) Thailand
1000 a0 PDR & ~ i O
o o O N | ) SriLanka @) \*"/Mala sﬁ/ Singapore
" Cambodia Mongolia Philippines y
0% 20% 40% 115% 200% 650%  1150%
Market cap. to GDP Less than 40 % Between 40 % and 200 %

Note: Turnover ratio is calculated as total traded value over market capitalisation at the end of 2025. The bubble size is proportional to the
turnover ratio in each market. For example, Hong Kong (China)’s turnover ratio is 130%, and Viet Nam's ratio is 96%. For Sri Lanka, 2024 GDP
data are used.

Source: OECD Capital Market Series dataset; LSEG; annual/quarterly/monthly reports of respective stock exchanges; see Annex A for details.

Corporate bond market development also varies significantly across the region. In absolute terms, China,
Japan and Korea account for the majority of outstanding non-financial corporate bond issuance, reflecting
the scale and maturity of their domestic debt markets. Relative to GDP, however, Hong Kong (China) hosts
the region’s largest corporate bond market, followed by Thailand and Korea (Table 1.1). Thailand, in
particular, has experienced rapid market expansion following reforms introduced after the Asian Financial
Crisis to reduce reliance on foreign currency borrowing and strengthen local currency debt markets.

Table 1.1. Overview of Asian non-financial corporate bond markets, 2025

Corporate bond market depth and development differ considerably across Asian economies

Corporate bond Hong Chinese Lao
outstanding as a Kong Thailand Korea Japan China e Singapore Philippines
: Taipei PDR
share of GDP (%) (China)
More than 5% 22% 21% 19% 16% 14% 10% 8% % 5%
Indonesia India Malaysia Mongolia Viet Nam Cambodia Pakistan Lasnrll<a Bangladesh
4% 3.4% 2.2% 2% 0.4% 0.14% 0.12% 0.05% 0.01%

Note: For Sri Lanka, 2024 GDP data are used.
Source: OECD Capital Market Series dataset; LSEG; see Annex A for details.
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While Asia accounts for around 15% of global outstanding non-financial corporate bonds, market size
differs considerably across economies. In Hong Kong (China), Thailand and Korea, outstanding non-
financial corporate bonds exceed 15% of GDP, whereas in economies such as Indonesia, India, Malaysia
and Viet Nam they remain below 5% of GDP. In Cambodia, Pakistan and Bangladesh, outstanding non-
financial corporate bonds account for close to zero percent of GDP, highlighting the near absence of
corporate bond market financing in these economies.

1.1.1. Market volatility, capital flow dynamics and equity valuations

Trade policy uncertainty and geopolitical tensions had a visible impact on Asian financial markets in 2025
and the first half of 2026. Global trade policy uncertainty reached its highest recorded level in 2025
contributing to periods of heightened market volatility, portfolio reallocations and shifts in equity valuations
across the region, while also leading to wider bond spreads and tighter financing conditions (Figure 1.5,
Panel A).

Equity markets recorded overall gains in 2025, although performance was significantly affected by trade-
related uncertainties in early 2025 (Panel B). By the end of March 2026, however, equity markets in several
economies, including India, were trading below their levels at the beginning of 2025, reflecting renewed
uncertainty and weaker investor sentiment over the conflict in the Middle East and its impact on Asian
economies.

At the same time, aggregate government and corporate bond spreads widened during periods of market
stress, signalling tighter financing conditions and increased risk aversion among investors (Panel C). Both
high-yield and investment-grade segments were affected, with the widening more pronounced in the high-
yield segment, particularly during tariff-related announcements. Spreads widened again in early 2026 amid
geopolitical tensions and disruptions linked to the conflict in the Middle East, although the increase
remained more moderate than the peaks observed during the tariff-related uncertainty of 2025.

Figure 1.5. Asian market performance, risk and policy indicators

Heightened trade policy uncertainty and geopolitical tensions led to market volatility and repricing

A. Trade policy uncertainty index B. Equity indices _ C. Bond spreads
1400 Index value 0 2024 = 100 10 VBaS|s points 800
1200 L
130 Japan 100 | -
1000 )
120 China 90 f T
800 \’ High-yield (RHS)
110 80 - 400
600 S&P 500
400 T 100 0 Investment grade
Apr-26, - 200
200 + 198 60 |
0 1 1 1 h 1 1 1 80 1 1 1 1 1 1 1 1 50 1 1 1 1 1 1 1 1 1 0
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Note: Indices in Panel B are the TOPIX Stock Price Index of the Tokyo Stock Exchange for Japan, the Shanghai Stock Exchange Composite
Index for China, and the BSE Sensex Index of the Bombay Stock Exchange for India. Spreads in Panel C come from the Bloomberg Asia USD
Investment Grade Bond Index and the Bloomberg Asia USD High Yield Diversified Credit Index. The Bloomberg Asia USD Investment Grade
Bond Index includes fixed-rate USD-denominated government-related and corporate investment grade debt of the Asia excluding Japan region.
The Bloomberg Asia USD High Yield Diversified Credit index includes USD-denominated high-yield bonds issued by Asian governments and
Asian-domiciled corporations.

Source: Caldara et al, (2020;5)), Trade Policy Uncertainty Index, https://doi.org/10.1016/j.jmoneco.2019.11.002; LSEG; Bloomberg.
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Market stress was also reflected in significantly higher volatility across both sovereign bond and equity
markets. The volatility of Asian 10-year government bond yields and equity market indices exhibited two
distinct spikes, coinciding with US tariff announcements in April 2025 and the escalation of the conflict in
the Middle East in March and April 2026. Following the US tariff measures announcements, the largest
increases were observed in export-oriented economies with strong manufacturing sectors and high trade
exposure to the United States. Meanwhile, the volatility spike in 2026 was more pronounced in economies
highly dependent on imported energy from the Middle East.

Figure 1.6. Volatility of 10-year sovereign bond yields in Asia

Sovereign bond markets reflected changing risk perceptions during periods of heightened uncertainty

CHN  VNM_ TWN  MYS LKA SGP_ HKG _ JPN THA IDN PHL IND KOR  PAK
0172025 028 023 017 165 064 079 038 042 069 042 050
0212025 | 035 0.33 0.18 0.10 038 043 077 038 043 061 025 051 059
0312025 0.31 0.15 226 057 0.94 055 045 0.80 044 023 050 042
0412025 062 0.97 131 107 0.73 0.80 0.71 0.54 049 0.71
052025 019 021 0.25 033 1.01 0.72 099 051 0.39 036 065 050 051 121
0612025 026 0.13 0.17 023 100 045 068 040 0.32 061 050 040 052 057

07/2025 017 0.20 0.22 0.28 0.74 0.50 0.76 0.51 0.28 0.30 0.42 0.16 0.38 0.74
08/2025 0.19 0.31 0.18 0.18 0.42 0.46 0.56 0.30 0.33 0.62 0.63 0.74 0.37 0.57

09/2025 0.29 0.20 0.11 0.18 0.57 0.55 0.30 0.59 0.55 0.36 0.56 0.12
10/2025 0.20 0.24 0.04 0.57 0.67 0.27 0.64 0.45 0.36 0.46 0.29
11/2025 0.24 0.21 0.15 0.20 043 0.44 0.31 0.26 0.52 0.40 0.31 0.64 0.19
1212025 0.38 0.15 0.13 0.27 0.41 0.44 0.57 0.44 0.20 0.44 0.61 0.61 0.44 0.59

0172026 0.28 0.11 025 042 0.33 042 068 058 068 028 0.35 067 1.36
022026 0417 0.15 0.15 0.24 0.31 043 048 0.52 0.71 0.63 0.35 0.59 0.69 0.55

03/2026 020 | 028 032 084 056 | 067 061

04/2026 0.12 0.13 0.18 0.27 0.40 0.59 0.60 0.65

Note: Monthly annualised volatility is calculated from daily yield changes and expressed in percentage points. Columns are ordered ascendingly
based on April 2026 values. The latest observation refers to 17 April 2026. Data is unavailable for Bangladesh, Cambodia, Lao PDR and
Mongolia. ISO country codes are shown. Each jurisdiction is colour-coded using conditional formatting based on its own values over the period
shown. Darker red indicates the highest value and darker blue the lowest value recorded for that jurisdiction over the period shown.

Source: LSEG; Bloomberg; OECD Calculations.

Alongside higher volatility, equity markets became more synchronised during the period of heightened
trade policy uncertainty, as reflected in rising cross-market correlations and increased common exposures
across regional markets. Across the 18 Asian equity markets analysed, the distribution of pairwise return
correlations shifted upward in April-May 2025, with the median rising from around 11% in July 2024-March
2025 to approximately 40%, and the upper tail approaching 90% (Figure 1.7). Correlations declined again
between June 2025 and February 2026, before increasing once more during the geopolitical tensions of
March-April 2026, when the median correlation rose to around 26%. This suggests that the tariff-related
shock generated a stronger synchronised regional market response than the later geopolitical tensions
related to the conflict in the Middle East.

Although correlations moderated after the initial tariff-related shock, some bilateral relationships remained
durably elevated. For China, correlations with Japan, Korea, Thailand, Indonesia, Chinese Taipei, Hong
Kong (China) and Singapore increased on average to more than three times their pre-escalation levels,
while for Hong Kong (China), correlations with Korea, Singapore and Chinese Taipei more than doubled.

The persistence of these elevated correlations following the initial tariff-related shock likely reflects the
greater importance investors attached to shared regional exposures, particularly in integrated technology
and electronics supply chains linked to China. As markets increasingly responded to common trade and
geopolitical risks, equity price movements across economies with similar export structures and supply-
chain linkages became more synchronised. Higher correlations involving Hong Kong (China) and
Singapore may also reflect their roles as regional financial hubs through which regional and global investor
sentiment is transmitted across markets.
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Figure 1.7. Distribution of equity return correlations across Asian markets, 2024-2026

Regional equity market co-movement intensified during the escalation of US tariff measures from April 2025
onwards and rising geopolitical tensions
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Note: Correlations are calculated as Pearson coefficients using daily natural logarithmic returns of the equity indices for 18 Asian jurisdictions.
Source: LSEG.

Shifts in investor sentiment and risk perceptions were also reflected in portfolio flows across the region
during 2025. In equity markets, most economies experienced net foreign capital withdrawals between
January and April, particularly Korea, India, Japan and China, pointing to increased risk aversion among
foreign investors (Figure 1.8, Panel A). From May onwards, flow dynamics started to be different at the
market level. Outflows persisted in some markets, including India and China, while Korea, Japan and the
Philippines recorded a recovery in inflows, possibly reflecting improved investor sentiment towards
economies benefiting from supply-chain diversification and relatively stronger market conditions. In the
final months of 2025, equity inflows strengthened in some large markets, notably Japan and China, while
several other economies, including India and Viet Nam, continued to record net withdrawals.

In contrast to developments in equity markets, Asian sovereign and corporate debt markets attracted
substantial foreign capital inflows in 2025 (Figure 1.8, Panel B). This partly reflects a rotation away from
USD-denominated assets and stronger demand for Asian fixed-income markets (ADB, 2025p)). In addition,
the structure of sovereign bond markets may also have supported resilience during periods of volatility. In
Japan, a significant share of government debt is held by the domestic central bank, while China’s sovereign
bond market is dominated by domestic commercial banks. In many other Asian economies, domestic
pension funds and insurance companies also play an important role in government bond markets,
potentially helping absorb shocks and reduce the sensitivity of sovereign debt markets to changing foreign
investor sentiment.

Between January and April 2025, every economy in the region recorded net inflows, with Japan and China
receiving the largest volumes, reflecting the depth and size of their sovereign and corporate bond markets.
From May onwards, inflows weakened across most economies, with flows to China and Thailand turning
negative, while Indonesia, Korea and the Philippines continued to attract inflows. In the final months of
2025, China continued to register net outflows, whereas Korea experienced a further acceleration in
inflows, likely reflecting its central role in global technology supply chains. Strong inflows into Japanese
debt markets also coincided with the relative tightening of Japanese monetary policy.
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Figure 1.8. Portfolio flows to equity and debt markets in selected Asian economies, 2025
Portfolio flows in 2025 reflected divergent investor behaviour across Asian equity and debt markets

A. Equity flows

January - April May - August September- December
USD, billion USD, billion USD, billion

Korea -12.5 13.6 Hoff
India -12.3 -13.7 -4.0
Japan -8.5
China -5.6 -7.9
Indonesia 2.9 0.2 2.1
Viet Nam 1.7 -3.1 2.4
Philippines 0.4 43 -0.1
Thailand 0.3 -0.9 -0.7
B. Debt flows
January - April May - August September- December
USD, billion USD, billion USD, billion
Japan 22
China -87 -52
Korea 14.6 16.7
India 4.3 1.6 2.3
Malaysia 3.0 1.2 1.6
Philippines 28 3.2 1.7
Thailand 1.9 0.2 1.9
Indonesia 1.4 33 -5

Note: Debt flows include both flows to corporate bonds and sovereign bonds. Negative values indicate net capital withdrawals, while positive
values reflect capital allocation.

Source: OECD Monthly Capital Flow Dataset; De Crescenzio and Lepers, (2025(7)), Extreme capital flow episodes from the Global Financial
Crisis to COVID-19: An exploration with monthly data, https://doi.org/10.1787/d557b9c4-en.

Changing investor sentiment, portfolio reallocations and evolving expectations regarding trade exposure
were also reflected in equity valuation dynamics across Asian markets. Following the tariff announcements
in 2025, equity valuations declined across several Asian markets. Companies most exposed to tariff
changes (tradable sectors') and domestic-oriented companies largely moved in the same direction,
suggesting a broad-based response to heightened trade uncertainty (Figure 1.9). Around April, valuation
declines were observed in economies such as Hong Kong (China), Malaysia and Viet Nam, with tariff-
exposed firms experiencing more pronounced losses than domestically oriented peers.

After April, valuation dynamics began to diverge across markets. In China, Indonesia, Singapore, Chinese
Taipei and Thailand, tradable sectors recovered more strongly and ended the period with higher valuations
than domestic-oriented firms. In Korea, tariff-exposed firms also recorded a marked increase towards the
end of the period, outperforming domestic firms. By contrast, Japan remained relatively resilient throughout
the year, with both groups showing steady and moderate increases, while in Viet Nam, domestic-oriented
firms recorded stronger cumulative gains. Towards the end of 2025, however, valuation paths began to
converge again in several markets, suggesting that the initial impact of the tariff shock had partially
dissipated.
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Figure 1.9. Equity valuation across selected Asian markets, 2025
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Tariff-exposed firms saw valuation declines after the April 2025 announcement, followed by a rebound
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Note: The index shown in the figures is calculated using monthly changes in the market-capitalisation weighted average price-to-book (P/B)
ratio in each market. Data labels show the lowest point of the index for tariff-exposed firms for each jurisdiction. Tariff-exposed firms are defined
using the Reference data Business Classification (TRBC) Industry Description activity-level codes and include goods-producing industries with
significant exposure to international trade, which are more likely to be affected by tariff announcements. This classification is a simplified proxy
for tariff exposure, as not all firms in these sectors are exporters, and indirect effects may also affect firms in other sectors. Observations of P/B
with missing or non-positive ratios are excluded. Financial companies are excluded from the analysis. P/B ratios are winsorised at the 1%.
Source: LSEG.

Overall, the patterns point to increasing differentiation across Asian markets based on expected exposure
to trade reconfiguration and supply-chain shifts. As mentioned above, while Asia’s overall export exposure
to the United States remained broadly stable between 2024 and 2025, trade flows increasingly shifted
within the region towards alternative production locations. This is consistent with “China+1” dynamics,
whereby companies diversify production and source away from China towards other Asian economies to
reduce tariff exposure and supply-chain risks. Equity valuation developments suggest that investors
increasingly differentiated between economies expected to benefit from these shifts and those considered
more vulnerable to tariffs and weaker external demand.

1.1.2. Capital raised from public markets

Despite heightened trade policy uncertainty and geopolitical tensions, Asian capital markets continued to
provide financing to both sovereigns and corporates in 2025. However, corporate financing patterns shifted
across market segments, with firms relying more heavily on secondary equity offerings and corporate
bonds. At the same time, sovereign borrowing remained elevated across the region amid growing financing
needs and tighter global financial conditions.

In 2025, Asian sovereign bond issuance reached a record high of around USD 4.1 trillion, representing an
annual increase of 7% in real terms. More broadly, issuance has remained relatively stable at around USD
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4 trillion annually since 2022 (Figure 1.10, Panel A). Despite this, Asia’s share of global issuance declined
to one-fifth in 2025, down from around one-quarter in 2022, reflecting higher issuance growth in the rest of
the world.

At the same time, the aggregate outstanding amount of Asian sovereign marketable debt reached a record
high of around USD 18.3 ftrillion (Panel B). Japan had the highest outstanding amount in the region,
accounting for about 42% of the total in 2025. This largely reflects the marked depreciation of the Japanese
yen against the US dollar. Measured in domestic currency, the stock of debt steadily grew in almost all
Asian jurisdictions. While the marketable sovereign debt-to-GDP ratio decreased in Japan due to elevated
nominal GDP growth, it increased from 20% to 30% in China from 2022 to 2025 and remained broadly
stable at about 35% for Asia excluding Japan and China.

Figure 1.10. Sovereign bond market activity, 2025

Asian sovereign debt markets continued to expand in 2025, with record levels of issuance and outstanding debt

A. Sovereign bond issuance B. Outstanding sovereign bonds
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Note: Sovereign bond issuance and outstanding include bills.
Source: 2025 OECD Survey on Central Government Marketable Debt and Borrowing; LSEG; see Annex A for details.

In public equity markets, already listed Asian companies tapped the markets to raise fresh capital in 2025
amid heightened market uncertainty. Fewer companies compared to the last three-year average joined
public equity markets in the region. Initial public offerings (IPOs) contracted compared to the last three-
year average (Figure 1.11, panels A and B). In total, companies raised approximately USD 76 billion
through IPOs, compared to an average of USD 85 billion over the previous three years. By contrast,
secondary equity offerings (SEOs) reached around USD 274 billion, above the average of USD 177 billion,
with financial companies accounting for around 40% of total issuance.

Figure 1.11. Public equity and corporate bond market activity, 2025

Asian listed corporations continued relying on secondary equity offerings and corporate bonds, while the number of
IPOs declined
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Source: OECD Capital Market Series dataset; LSEG; see Annex A for details.
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In terms of number, IPO activity in Asia regionally declined slightly from the average of the previous three
years, from 882 to 854 in 2025, with fewer large transactions. In contrast, secondary equity offering activity
strengthened, with the number of offerings increasing from 1 463 to 1 605. Despite the shifts in capital
raising patterns and heightened trade-related uncertainty, delisting activity remained broadly stable in
2025. A total of eight Asian-headquartered companies delisted from the US market, compared with six in
2024 and seven in 2023.

At the same time, corporate bond issuance in Asia reached a new peak of USD 2.77 ftrillion in 2025,
representing a 20% increase in real terms compared with the average annual issuance over the previous
three years. This surpassed the previous record of USD 2.71 trillion set in 2021 (Figure 1.11, Panel C).
Outstanding corporate bonds grew at their fastest pace since 2021, rising by 3% to USD 10.8 trillion by
the end of 2025. While financial companies account for 58% of outstanding corporate bonds, the strong
growth recorded in 2025 was primarily due to a 2% rise in outstanding amounts by non-financial
corporations. This marked a shift following three consecutive years of contraction in the segment
(Figure 1.11, Panel D).

Across most jurisdictions, companies relied more heavily on secondary equity offerings and debt financing
amid heightened uncertainty, in line with the regional trend. At the same time, equity offerings and
corporate bond issuance activity remained dominated by a small number of large markets (Figure 1.12).

China continued to account for the largest share of capital raised in the region in 2025. Japan, Hong Kong
(China) and India were the most active markets in 2025. Compared to the 2022-2024 averages, initial and
secondary equity offerings, and corporate bond issuance were higher. Singapore and China experienced
increases in IPO activity and corporate bond issuance relative to their historical averages. Meanwhile,
Korea and China saw a contraction in IPO activity, alongside increases in secondary equity offerings and
corporate bond issuance compared to historical averages. In the Philippines companies raised more equity
capital compared to their trend and in Viet Nam market-based financing recorded an increase only in
secondary equity offerings.

Figure 1.12. Capital raised in public markets by non-financial Asian companies, 2025

Issuance activity reflects diverging market development levels across the region
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Note: Bangladesh, Mongolia and Lao PDR are excluded from the figure.
Source: OECD Capital Market Series dataset; LSEG; see Annex A for details.
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The amount of capital raised from Asian capital markets in 2025 expanded less than globally. The
exception was a relatively higher issuance of corporate bonds by the tradable sector in Asia. In Asia, IPO
activity contracted sharply in domestic-oriented sectors, while tradable sectors remained resilient
(Figure 1.13). These companies probably raised capital before conditions worsened, aiming to build cash
buffers. While at the same time, many of these companies may need to reorganise supply chains and
production.

Figure 1.13. Changes in public market activity of non-financial companies, 2025

The amount of capital raised from Asian capital markets in 2025 expanded less than globally, except corporate bond
issuance by the tradable sectors in Asia
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Note: Change refers to the percentage change compared to the previous 3-year average.
Source: OECD Capital Market Series dataset; LSEG; see Annex A for details.

Monthly distribution of issuance activity indicates that firms adjusted their financing strategies in response
to changing market conditions. IPO activity remained subdued until around September 2025 in both
domestically oriented companies and those most exposed to tariff changes (tradable sectors), pointing to
cautious conditions for new listings (Figure 1.14, Panel A).

At the same time, SEO activity was significantly lower during the first three months of the year before
strengthening from the second quarter onwards (Panel B). Stronger SEO activity later in the year suggests
that already listed firms largely retained access to market-based financing despite heightened uncertainty.

The relatively stable level of corporate bond issuance throughout the year further highlights the role of debt
markets as an important source of funding during periods of elevated uncertainty. Stable issuance was
observed in both sector groups, generally fluctuating around historical averages (Panel C). Issuance in
tradable sectors increased notably in May and June. Overall, the relatively stable level of corporate bond
issuance further highlights the importance of debt markets as a source of funding during periods of market
stress.

Market-level information reveals substantial differences in how firms across Asia accessed market-based
financing in 2025. In Japan, Chinese Taipei and India, companies in tradable sectors raised more capital
than historical averages across all three market segments, IPOs, SEOs and corporate bonds, pointing to
broad-based access to public markets despite heightened trade uncertainty. Relatively stronger financing
activity in tradable sectors compared to domestic-oriented sectors was observed in six of the 12
jurisdictions for IPOs, five for SEOs and six for corporate bonds.
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Figure 1.14. Monthly capital raised in public markets by non-financial Asian companies, 2025

Asian non-financial companies relied on SEOs and corporate bond for financing
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with significant exposure to international trade, which are more likely to be affected by tariff announcements. All sectors exclude financial
companies.

Source: OECD Capital Market Series Dataset; see Annex A for details.

1.1.3. Capital raised from private markets and the use of syndicated lending

Non-traditional market segments, including private equity, venture capital, syndicated loans and private
credit, play an increasingly important role in corporate financing across Asia. These markets can
complement public markets by providing alternative sources of capital, particularly for early-stage, high-
growth and/or non-listed companies. They can also support financing during periods of market stress by
broadening the range of available funding channels and investor bases, and by providing quick access to
much needed funds.

Private equity and venture capital

Private equity and venture capital play a key role in Asia by supporting the existing large number of growth-
oriented companies and entrepreneurial firms across a wide range of sectors. Venture capital supports
early-stage, high-growth and non-listed companies through long-term capital provision. At the same time,
venture capital and private equity funds provide an important pipeline of firms for the public market while
also benefiting from its function as an exit channel, highlighting the close interlinkages between public and
private markets.

The development of private equity markets differs considerably across Asian economies. Activity remains
concentrated on a limited number of larger markets, reflecting differences in market depth, investor bases
and financing ecosystems across the region. Fundraising focus on China, Japan, India and Korea
represented more than 80% of the total over the past two years.

Fundraising in Asian private equity (PE) and venture capital (VC) markets remained subdued in 2025. This
is the fourth consecutive year of decreasing amounts raised by Asia-focused funds. In total, USD 69 billion
was raised in 2025. Amounts raised by PE funds decreased by 41% and those by VC funds by 49%,
relative to 2024 (Figure 1.15, Panel A). Consequently, the share of fundraising by Asian PE and VC funds
fell to only 9% of the global total in 2025, the lowest since 2010.
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Local investors have been constituting an increasing share of fundraising since 2023, but there are large
differences across jurisdictions. Asian limited partners represented 96% of committed capital in H1 2025,
above both 2024 (90%) and 2023 (94%). In 2025 overall, domestic investors in China and Japan
contributed over 90% of committed capital, in India and Korea 50-60% and in Southeast Asia closer to
25% (HSFK [from Pitchbook], 2026s;; HSFK [from Pitchbook], 2025g)).

Despite weak fundraising, assets under management (AUM) continued to expand and remained broadly
stable relative to global markets (Panel B). Lower fundraising and continued capital deployment reduced
dry powder levels, although undeployed capital remained elevated at USD 528 billion. Meanwhile, new
investments and higher valuations have boosted the unrealised value of investments, crossing the
USD 3 trillion threshold. As a consequence, Asia’s share of assets under management has remained
stable at 29% of the global total despite the drop in fundraising.

Figure 1.15. Private equity and venture capital market activity, 2025

Fundraising and investment activity remained subdued in 2025, while assets under management continued to grow
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Source: OECD Capital Market Series dataset; Preqin; see Annex A for details.

Investment activity in private and venture capital markets contracted sharply in the second quarter of 2025
following the escalation of tariff measures. While the threat of global tariffs dampened deal-making globally,
Asia was particularly affected given the importance of the United States as both a trading partner and the
final consumer market for many Asia-originated goods. Total private equity deal value in Asia declined by
48% between the first and second quarter, compared to declines of 27% in the United States and 16% in
Europe. The contraction was particularly pronounced in Japan, while China also recorded a marked
decline. In India the adjustment occurred with some delay, with deal values weakening more visibly in the
third quarter.

Private equity and venture capital markets rebounded relatively quickly later in the year, as temporary trade
settlements and easing uncertainty supported market sentiment. Despite volatility during the year, the
sentiment among fund managers in several large Asian markets remained comparatively positive. In
Japan, one-third of surveyed managers described 2025 as “much better than last year”, compared with
13% across the region overall. Similarly, in China, 87% of respondents indicated that market conditions
were at least somewhat better than in the previous year (Bain & Co, 202610)).

Overall, investment activity remained subdued in 2025 (Figure 1.15, Panel C). While China recorded a
modest recovery and Japan experienced relatively strong growth, deal activity in many other Asian markets
continued to contract amid weaker economic conditions, higher valuations in some markets and higher
financing costs, weighing on the prospects of returning to the deal activity of the late 2010s and early
2020s.
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Exit transactions experienced a small uptick in deal value relative to 2024, primarily driven by a strong IPO
market, but remained below the 2022-2024 average (Figure 1.15, Panel D). The recovery can to a large
extent be explained by activity in China, where IPO value roughly doubled from 2024. Overall, IPOs
constituted 55% of exit deal value in 2025. Trade sales increased from the previous year, whereas
secondary buyouts were at their lowest value in the past five years. This could indicate that the industry is
returning to its traditional exit channels, rather than relying on extending holding periods and selling stakes
to other PE firms.

Private credit and syndicated lending

Beyond private equity and venture capital markets, private credit and syndicated lending are other
alternative financing channels of corporations. These segments may become particularly important during
periods of tighter financial conditions, especially for firms seeking more flexible or tailored financing
arrangements. However, compared with public corporate bond markets, both syndicated lending and
private credit markets remain relatively underdeveloped across much of Asia. In 2025, syndicated lending
contracted and private credit activity remained limited.

The Asian private credit market’s total assets under management stood at USD 77 billion as of June 2025
(Figure 1.16, Panel A). The market experienced a steeper real term contraction of 4% compared to the
last three-year average, double the global decline of 2%. Consistent with global patterns, the share of
undeployed committed capital (“dry powder”) to total assets under management fell to 23% — the lowest
level in 15 years — continuing a downward trend from 43% in 2018 (OECD, 2026;11;). This suggests a shift
away from rapid capital raising towards the deployment of capital into actual investment.

Figure 1.16. Private credit and syndicated lending activity, 2025

Syndicated lending contracted and private credit activity remained limited
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Source: OECD Capital Market Series dataset; Preqin; see Annex A for details.

The low level of development of the private credit market is also evidenced by the limited and volatile
investment in the region. In 2025, private credit transactions in Asia amounted to USD 7.5 billion, marking
a 74% real increase compared to 2024, but still accounting for less than half of its 2019 peak level
(Figure 1.16, Panel B). Like in corporate bond markets, activity is highly concentrated in a few jurisdictions:
Korea, China, Japan and India, which together accounted for 91% of total private credit lending in the
region between 2010 and 2025. Private credit activity in Korea and India appears relatively stable.
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Investment in China and Japan has been more volatile, alternating between periods of substantial activity
and years with minimal or no investment, as in 2025.

The syndicated lending market in Asia reached USD 3.6 trillion by the end of 2025, accounting for a quarter
of the region’s corporate debt (Panel C). This indicates a relatively lower level of development compared
with global markets, where syndicated lending segment represents 38% of total debt. Outstanding
syndicated lending declined by 6% in real terms in 2025 compared to the average outstanding stock
between 2022 and 2024, thereby continuing its downward trajectory that began in 2021 (Figure 1.16, Panel
D).

1.1.4. Interest rates

Interest rate developments in sovereign bond markets are an important determinant of financing conditions
in the broader economy, as government bond yields serve as benchmark rates for corporate bonds and
other financial instruments. Following the global inflationary shock of 2022, sovereign bond yields
increased markedly across most Asian economies, although developments have remained heterogeneous
across the region (Figure 1.17).

Higher-income jurisdictions consistently exhibit substantially lower sovereign bond yields than
lower-income jurisdictions. Over the past five years, Japan’s long-term government bond yields have risen
markedly amid the reflation of the domestic economy, whereas yields in China have trended downward,
reflecting easing inflationary pressures. As of March 2026, double-digit 10-year government bond yields
are observed only in Sri Lanka and Pakistan.

Figure 1.17. 10-year sovereign bond yields in Asia

Amid persistent inflationary pressures, Asian bond yields have tended to (re-)increase recently
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Recent geopolitical tensions linked to the conflict in the Middle East and associated disruptions to energy
supply routes have increased inflationary pressures across parts of Asia, potentially constraining the scope

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026



| 31

for further monetary easing. Asia is the largest buyer of oil and gas transiting through the Strait of Hormuz,
accounting for roughly 80% of LNG shipments via this route. While inflation expectations remain broadly
anchored in most economies, a prolonged energy shock could weaken currencies and entrench inflation,
potentially prompting a pause in interest rates cuts (Pescatori and Srinvasan, 2026}12)).

The sensitivity of interest rates to these major global events differs across Asian sovereign bond markets,
reflecting differences in economic fundamentals and exposure to global trade and energy markets
(Figure 1.18, Panel A). The announcement of US tariff measures in April 2025 was generally associated
with declining sovereign bond yields in lower-risk markets such as China, Japan, Hong Kong (China) and
Korea, presumably pointing to flight-to-quality and safe-haven effects. By contrast, sovereign yields
increased in higher-risk markets, including Indonesia, Sri Lanka and Pakistan, indicating rising risk premia
and tighter financing conditions.

The consequences of the conflict in the Middle East have been markedly different. Except in China, all
Asian sovereign yields increased considerably. This likely indicates that this event was predominantly
perceived as an inflationary shock through increasing energy prices, with expectations of monetary
tightening stronger than potential safe-haven effects.

Figure 1.18. Sovereign bond yields’ exposure to global risks

Heightened trade policy uncertainty affected sovereign bond yields differently across Asia

A. Change of sovereign bond yields B. Correlation of sovereign bond yields with selected factors
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Source: LSEG; Bloomberg; Caldara et al, (2020;5)), Trade Policy Uncertainty Index, https://doi.org/10.1016/j.jmoneco0.2019.11.002; OECD
calculations.

The relationship between sovereign bond yields and global risk sentiment points to similar flight-to-quality
dynamics (Figure 1.18, Panel B). Lower-risk sovereign markets generally exhibited low or negative
correlations with changes in global risk sentiment, while higher-risk markets showed more positive
correlations, consistent with stronger sensitivity to shifts in investor risk appetite. Pakistan and Sri Lanka
stand out for their comparatively low correlations with both global risk sentiment and the common regional
factor extracted from sovereign yield movements, suggesting that domestic factors played a more
dominant role in driving bond market developments in these economies. By contrast, correlations with the

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026


https://doi.org/10.1016/j.jmoneco.2019.11.002

32|

common factor were highest in regional financial hubs such as Hong Kong (China) and Singapore,
reflecting their stronger integration into regional and global financial markets. Overall, relatively weak
correlations with the Trade Policy Uncertainty Index suggest that trade-policy-related risks primarily
affected sovereign bond markets through specific episodes of market stress rather than as a persistent
driver of sovereign yields over the period.

As mentioned above, changes in sovereign yields and monetary policy conditions also influenced
corporate borrowing costs across the region. Historically, the median interest rate at issuance for
investment-grade borrowers in Asia has remained below the global median, although both followed broadly
similar trends. In 2022, inflation surpassed central bank targets in most Asian economies, reflecting higher
global food and energy prices, depreciating local currencies against the US dollar, and narrowing output
gaps (Srinivasan and Peiris, 2022(13]). China was an exception to this trend, with a relatively low level of
inflation and a looser monetary policy stance.

The increase in policy rates following the global inflationary shock in 2022 contributed to the median
interest rate at issuance for Asian investment-grade companies increasing by 219 basis points to 3.9% in
2023 from the low reached in 2020 (Figure 1.19, Panel A). Despite this increase, it remained 1 percentage
point below the global median. This is partly a composition effect, as the value-weighted average credit
rating of Asian investment grade issuers is a full notch higher than the global equivalent. It may also partly
reflect more moderate inflationary pressures in Asia, which shaped the monetary policy environment over
the period.

By 2025, interest rate at issuance declined to 2.7%, compared with a global median of 4.4%. Financial
conditions eased across much of the region despite heightened tariff-related uncertainty, supported by a
weaker US dollar, narrower credit spreads and rising equity valuations. With inflation running below target
in many economies, central banks had greater scope to implement monetary easing, helping to mitigate
potential tariff-related shocks (Pescatori and Srinivasan, 2025(14;). The sharp decline in interest rate at
issuance brought borrowing costs at issuance to 23 basis points below the effective cost of outstanding
debt. By contrast, at the global level, interest rates at issuance stood 42 basis points above the cost of
outstanding debt (OECD, 202611)).

Figure 1.19. Interest cost at issuance vs. effective cost of outstanding debt in Asia

Financial conditions in Asia eased despite heightened tariff-related uncertainty

Interest cost at issuance - — — - Effective cost of outstanding debt

A. Investment grade B. Non-investment grade
8% 16%

6% 12%

4% 8%

-23
s 4%

2%

0% 0%
2000 05 M0 M5 20 25 2000 05 0 M5 20 25

Note: Refers to non-financial companies. Interest costs are based on coupons or, when unavailable, the yield to maturity at issuance. Full lines
show medians, shaded areas show the range between the 25t and the 75t percentiles. The cost of outstanding debt is estimated for fixed-rate
debt by weighting coupon buckets (in 50 basis point increments) by outstanding amount.

Source: OECD Capital Market Series dataset, LSEG, see Annex A for details.

Conversely, non-investment grade issuers in Asia have generally faced higher interest rates than the global
median. Up to 2021, interest rates at issuance were elevated, before becoming increasingly volatile amid
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a sharp contraction in issuance volumes in this segment. More limited monetary transmission and higher
risk premia in this segment contributed to weaker improvements in borrowing conditions. By 2025,
issuance costs for non-investment grade corporate bonds in Asia exceeded the effective cost of
outstanding debt by 178 basis points, more than 100 basis points higher than the comparable global figure
(Figure 1.19, Panel B). As of end-2025, non-investment grade bonds accounted for 19% of outstanding
non-financial corporate debt in the region.

Differences in financing conditions also emerged across sectors during the period of heightened trade
policy uncertainty. Throughout 2025, median interest costs at issuance for companies in tradable sectors
remained below those of domestically oriented firms in China, while in Japan borrowing costs for tradable
sectors increased marginally immediately following the tariff announcements. In the rest of Asia excluding
China and Japan, firms in tradable sectors generally faced higher borrowing costs. Although this may seem
to point to a lack of broad-based impact on corporate borrowing costs in major economies, it may partly
reflect corporates timing their debt issuance to periods of more favourable market conditions (i.e.
companies that would have faced higher borrowing costs opt not to issue at all during periods of stress).

At the same time, firms in tradable sectors experienced greater dispersion in borrowing costs, particularly
in the upper part of the interest-rate distribution in the months following the tariff announcements
(Figure 1.20). This pattern may reflect investor concerns regarding weakening credit quality among
relatively riskier firms exposed to trade disruptions. The increase in dispersion was most pronounced in
Japan, especially between May and August, and to a lesser extent in the rest of Asia excluding China and
Japan, where wider dispersion across firms may also reflect the comparatively less developed nature of
some regional corporate bond markets. By contrast, interest-rate dispersion in China remained relatively
contained, aside from a temporary widening in the upper quartile between August and October.

Figure 1.20. Interest rate at issuance by sectors in Asia, 2025

Interest rates at issuance show increased dispersion for tradable sectors following tariff announcement
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Note: Refers to non-financial companies. Interest costs refer to fixed rate debt and are based on coupons at issuance or, when available, the
yield to maturity at issuance. Full lines show medians, shaded areas show the range between the 25t and the 75t percentile.
Source: OECD Capital Market Series dataset; LSEG; see Annex A for details.

1.1.5. Refinancing risks

The structure of sovereign bond markets in Asia suggests comparatively limited exchange-rate and
refinancing vulnerabilities relative to many other regions, helping contain refinancing and exchange-rate
risks during the period of heightened trade policy uncertainty and geopolitical tensions in 2025-2026.
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Exposure to foreign currency debt remained comparatively low across the region, while fixed-rate bonds
denominated in local currency accounted for the majority of outstanding marketable debt (Figure 1.21,
Panels A). Limiting foreign currency exposure is an important element of sovereign risk management, as
it reduces vulnerability to exchange-rate fluctuations and external financing shocks (OECD, 202515)). The
predominance of fixed-rate instruments also helped reduce refixing risks during periods of elevated interest
rates.

Near-term refinancing risks also remained relatively contained in many Asian sovereign bond markets. The
average term-to-maturity (ATM) of marketable debt in Asia remains above global averages, while only a
relatively small share of fixed-rate bonds denominated in local currency have maturities of less than three
years (Figure 1.21, Panels B and C). Longer maturities generally strengthen fiscal resilience by reducing
refinancing needs during periods of market stress and rising yields. In Asia, long maturities are particularly
pronounced in institutionally developed markets such as Japan and India, where governments have
extended sovereign yield curves through regular benchmark issuance and strong domestic investor bases.
China has also increasingly expanded issuance of longer-term sovereign bonds in recent years
(Bloomberg, 2025(16)).

At the same time, stronger reliance on long-term debt may also reflect less developed short-term money
and bill markets, potentially constraining cash-management flexibility and the availability of high-quality
short-term collateral. This trade-off remains particularly relevant in markets where domestic money
markets are still relatively shallow or segmented.

Figure 1.21. Structure and maturity of outstanding sovereign bonds, 2025

Asia is characterised by a high share of local currency bonds and long maturities of outstanding bonds
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Notes: Emerging markets include developing economies. Figure based on year-end values in US dollar terms. Panel B includes only domestic
currency bonds and bills. Panel C includes only domestic currency fixed-rate bonds.
Sources: 2025 OECD Survey on Central Government Marketable Debt and Borrowing, LSEG; OECD calculations; see Annex A for details.

Corporate bond market structures also played an important role in supporting financing resilience during
2025. While corporate bond markets in Asia remained resilient, companies and investors in few markets
nevertheless exhibited greater caution regarding long-term financing commitments. Average bond maturity
in the region was almost similar to its 3-year average level, consistent with broader global trends
(Figure 1.22).
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Figure 1.22. Value weighted maturity of corporate bond issuances

Asian corporate bond markets remained accessible in 2025, but issuers opted for shorter maturities
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Note: Refers to non-financial corporate bonds. Includes only markets with at least 10 non-financial corporate bonds issuance in 2025.
Source: OECD Capital Market Series dataset; LSEG; see Annex A for details.

Refinancing conditions in Asian corporate bond markets could become more challenging if elevated
inflationary pressures constrain monetary easing and contribute to renewed increases in interest rates.
This is particularly relevant given that 43% of outstanding investment-grade debt and 44% of non-
investment-grade debt are due for refinancing over the next three years (Figure 1.23).

Figure 1.23. Refinancing requirements in the next five years in Asia, by cost of outstanding debt
A large share of Asian non-financial corporate debt must be refinanced over the next three years
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Note: Refers to non-financial companies.
Source: OECD Capital Market Series dataset, LSEG, see Annex A for details.

1.1.6. Credit quality and the investor base

Structural characteristics of Asian bond markets, including relatively strong credit quality and a
predominantly domestic investor base, helped cushion the impact of heightened trade policy uncertainty
and geopolitical tensions in 2025-2026. At the same time, significant differences across sovereign ratings
and market structures point to uneven resilience across the region.

Compared with other regions, Asian government bond markets are generally characterised by relatively
low shares of foreign investor holdings and a comparatively high reliance on domestic investors
(Figure 1.24, Panel A). In Japan, a significant share of government debt is held by the domestic central
bank, while China’s sovereign bond market is dominated by domestic commercial banks. In many other
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Asian economies, domestic pension funds and insurance companies also play an important role in
government bond markets.

From a risk perspective, a low share of government debt held by foreign investors may cushion countries
against external shocks, thereby supporting domestic economic stability. Empirical evidence indicates that
an increased presence of foreign investors in local currency bond markets raises the sensitivity of both
bond yields and bid-ask spreads to global risks (IMF, 2025p17;). At the same time, a low participation of
foreign investors may point to limited integration of domestic financial systems into global markets,
potentially resulting in weaker capacity to absorb additional debt and greater sensitivity to domestic shocks.
Debt managers therefore need to carefully weigh the benefits of a domestically focused market against
the costs of increased reliance on foreign investor demand (OECD, 2026;11)).

Sovereign credit ratings across Asian economies also exhibit substantial heterogeneity (Figure 1.24,
Panel B). Excluding China and Japan, sovereign ratings are concentrated in the lower investment-grade
segment, with a large BBB cluster driven primarily by India and several Southeast Asian economies. At
the upper end of the distribution, Singapore remains the only AAA-rated sovereign in the region. At the
same time, the continued presence of sovereigns in the B and CCC categories highlights persistent
vulnerabilities and elevated credit risks in parts of the region. Sri Lanka, despite exiting formal default
following debt restructuring, remains in the high-risk category amid fragile debt sustainability and limited
market access.

Figure 1.24. Investor base of government bonds and distribution of sovereign ratings

Asian government bond markets are generally characterised by a low share of debt held by foreign investors
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Notes: Panel A shows the composition of general government debt values for 2024; Panel B shows data for 2025. Values are weighted by USD-
amount of total outstanding marketable debt.
Sources: Sovereign investor base estimates by Arslanalp and Tsuda (20141g); LSEG; OECD calculations; see Annex A for details.

Corporate bond markets in Asia have historically displayed relatively strong credit quality compared with
global markets, partly reflecting the large role of Japanese issuers, which maintained ratings above the
regional average until 2022. Although overall credit quality weakened over the past two decades in line
with global trends, issuance quality improved from 2020 onwards. However, comparisons across regions
should be interpreted with caution, as a smaller share of Asian corporate bonds is rated by international
credit rating agencies relative to global markets (OECD, 2025}19)).

In 2025, Asian corporate bond issuance showed a higher share of AA- and BBB-rated issuers relative to
the last 15-year average, alongside a decline in BB-rated issuance. This pattern may partly reflect the
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higher borrowing costs faced by lower-rated issuers, which may have discouraged weaker firms from
accessing bond markets during periods of tighter financing conditions.

1.2. Policy considerations

Strengthening market resilience and broadening access to financing. Heightened trade policy
uncertainty and geopolitical tensions have increased volatility across market segments and tightened
financing conditions. Despite this, capital markets have continued to play a critical role in supporting
corporate financing and absorbing shocks, particularly for established firms and tradable sectors. These
developments once again underscore the importance of capital market financing during periods of stress.
Looking ahead with the existing geopolitical tensions, risks may intensify, particularly for emerging markets,
where rising external pressures including fuel supply and costs could weigh on equity valuations and trigger
capital outflows, leading to weaker market performance and heightened volatility.

Against this backdrop, it is important to recognise the heterogeneity of Asian capital markets, where levels
of development vary widely and less developed markets may be more vulnerable to external shocks. In
this context, the continued development of public equity markets, including by easing listing requirements,
strengthening disclosure and investor protection, and fostering deeper and more inclusive capital markets
across economies, can support broader access to financing.

Promoting the growth of private equity and venture capital markets. Private equity and venture capital
activity was affected by changing market conditions in 2025, with fundraising and deal-making contracting
during periods of heightened uncertainty, even as public markets continued to provide financing. Given
Asia’s significant role in global venture capital activity and its importance for financing high-growth and
innovative firms, maintaining the stability of these markets is critical for long-term growth. Policy attention
may focus on supporting resilient private equity and venture capital ecosystems by strengthening exit
channels, enhancing regulatory clarity and fostering stable long-term capital sources, helping sustain
investment in growth companies across the cycle.

Deepening and diversifying corporate debt markets. Corporate debt markets in Asia continued to
expand in 2025, supported by strong corporate bond issuance, even as syndicated lending declined and
private credit remained limited and volatile. However, maturities of corporate bonds shortened and
refinancing needs remain elevated, increasing vulnerability to future rate increases. Market access also
shifted towards higher-rated issuers, indicating tighter financing conditions for lower-rated firms.

Against this backdrop, the further development of corporate debt markets remains critical, including
through measures aimed at enhancing market depth and liquidity, improving access for a broader range
of issuers, and supporting the development of complementary financing channels such as private credit.
Diversifying sources of financing is particularly important in economies where corporate bond markets
remain less developed, helping reduce reliance on bank financing and broaden funding options for
companies.

Supporting cross-border investment and regional integration. Recent developments show that trade
reallocation and shifting capital flows, particularly in the context of “China+1” dynamics, have led to more
differentiated patterns across Asian economies. While some markets have benefited from increased
inflows and production relocation, others have experienced outflows and weaker market activity, pointing
to fragmentation alongside deeper integration. Heightened trade policy uncertainty and geopolitical
tensions have also reinforced risk aversion and increased the sensitivity of cross-border flows to global
shocks.

In this context, it is important to continue to reduce barriers to cross-border investment, harmonise
regulatory and disclosure frameworks, and strengthen regional financial co-operation to improve capital
allocation, deepen markets and enhance resilience to external shocks.
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Improving the resilience of local-currency sovereign bond markets. Well-functioning local-currency
sovereign bond markets are essential not only for cost-efficient public financing but also for the broader
development of financial systems. Liquid government bond markets with well-defined yield curves support
the growth of corporate debt and equity markets. While Asia’s sovereign bond markets have shown
resilience, recent shocks highlight the importance of debt structure, market functioning and investor
composition in shaping responses to global risks.

Strengthening the resilience of local-currency sovereign bond markets involves several key policy
considerations. First, particularly in less developed markets strengthening benchmark yield curves through
regular issuance and reopenings is critical to support liquidity and anchor investor expectations. Second,
the development of deep and liquid money markets remains essential, notably through regular bill issuance
and repo frameworks, enhancing both financial sector efficiency and financing capacity during stress.
Third, issuers may diversify their investor base through transparent practices and improved investor
relations, including providing information in English and aligning with international standards.
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' Tradable sectors are defined using the Reference data Business Classification (TRBC) Industry
Description activity-level codes and include goods-producing industries with significant exposure to
international trade, which are more likely to be affected by tariff announcements. This classification is a
simplified proxy for tariff exposure, as not all firms in these sectors are exporters, and indirect effects may

also affect firms in other sectors.
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Creating value and increasing trust

This chapter analyses valuation trends, shareholder returns and the
prevalence of listed companies trading below book value. The chapter
explores the structural factors underlying these patterns and reviews the
emergence of “value-up” initiatives across the region, assessing their design
and implementation, and evaluating early outcomes. It also outlines policy
considerations to support sustainable value creation, strengthen capital
markets and improve investor confidence.
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Key messages

e Despite strong economic growth and the emergence of globally competitive firms, equity market
outcomes across much of Asia have been relatively moderate, with lower shareholder returns
(4%), modest payout ratios (37%) and a large share (39%) of listed companies trading below
book value.

o While in some markets lower valuations reflect weak profitability and returns below the cost of
capital, in others a number of fundamentally strong firms continue to trade at discounted
valuations.

e Persistent valuation discounts are linked to structural features of Asian markets, including high
ownership concentration, the role of corporations and state-owned enterprises, low dividend
payouts, substantial cash buffers and limited pressure from institutional investors.

e In response, several Asian jurisdictions have introduced “value-up” initiatives aimed at
improving capital efficiency, shareholder returns, corporate governance, disclosure, investor
communication and overall market competitiveness.

e The design of these initiatives differs across jurisdictions, ranging from China’'s more
prescriptive approach and Japan’s comply-or-explain model to voluntary programmes in Korea,
Malaysia, Singapore, Chinese Taipei and Thailand.

e Early market outcomes have been mixed. Since the launch of their programmes, Japan and
Korea have recorded strong equity market gains of 31% and 14% (annualised return),
respectively. However, improvements in valuations have been more limited and, in some cases,
progress has been concentrated in only a narrow group of large-cap firms.

e The effectiveness of value-up programmes depends on underlying market conditions, including
liquidity, investor participation, governance frameworks and the credibility of disclosure. This
highlights the need to embed valuation-enhancement measures within broader capital market
and corporate governance improvements.

o Policy efforts may therefore focus on supporting sustainable value creation rather than short-
term valuation gains. This includes promoting disciplined capital allocation, supporting
investment above the cost of capital, strengthening shareholder engagement and implementing
reforms that improve market functioning, transparency and investor confidence.

2.1. Equity market performance and the valuation challenge

Despite rapid economic expansion and the emergence of globally competitive companies, equity market
outcomes across much of Asia have lagged behind underlying economic performance. In several
jurisdictions, listed companies have generated comparatively weak shareholder returns, modest payout
ratios, and a significant share of firms continue to trade below book value. While part of this reflects firm
level weaknesses, including low profitability and returns below cost of capital, this chapter shows that
broader structural and market related factors continue to weigh on valuations and investor participation
across many Asian markets.

Ownership concentration is high in many markets, often linked to family-controlled groups, state-owned
enterprises or affiliated corporate structures. In several economies, financial systems remain heavily bank-
centred, limiting the relative role of equity markets in capital allocation and corporate discipline. In addition,
some jurisdictions continue to face market infrastructure constraints, including low liquidity, barriers to
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foreign investor participation and/or underdeveloped trading systems. Together, these factors can weaken
price discovery, reduce market confidence and contribute to persistent valuation discounts.

As a result, equity returns across many Asian markets remain relatively low. Between 2011 and 2026,
Asian markets excluding Japan achieved an annualised return of 4%, compared with 9% globally
(Figure 2.1, Panel A). At the national level, annualised returns (in local currency) have generally lagged
global benchmarks, with most markets recording returns below the United States’ 12% (S&P 500 Index),
with the exception of India, Pakistan and Chinese Taipei (Panel B). China, Hong Kong (China) and
Thailand generated relatively low returns between 1-3%, while Malaysia, the Philippines and Bangladesh
had negative returns (Panel B).

Returns expressed in US dollars tell a different story. Currency risk typically brings returns down when
expressed in US dollars (Panel B). For example, while Pakistan had the highest annualised local currency
return during 2016-2025 at 17%, its return in US dollars was below 6%, reflecting a 10% annualised
depreciation of its local currency over the same period.

Figure 2.1. Performance of equity indices

Equity performance remains relatively low across many Asian markets
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Note: In panel A, the world is proxied by the MSCI World Index, and Asia excluding Japan is proxied by the MSCI Asia ex. Japan Index. The
annualised growth rate is calculated between 03/01/2011 and 23/04/2026. Panel B shows annualised returns of benchmark equity indices
between 30/03/2016 and 27/03/2026. Data are not available for Cambodia, Lao PDR and Mongolia.

Source: LSEG; OECD calculations; see Annex A for details.

Persistently low returns tend to be associated with valuation discounts. In Asia, the share of companies
trading below book value is higher than at the global level. Excluding China and Japan, 39% of companies
listed in Asia have a price-to-book (P/B) ratio below 1, compared with 34% globally. This is the case of
more than half of listed companies in 7 out of 15 Asian jurisdictions, indicating that their market valuation
is lower than their net assets (Figure 2.2).

However, the extent of valuation discounts varies considerably across jurisdictions. Thailand and
Singapore stand out with the highest share of companies with price-to-book ratio below one, by number of
listed companies (60%, 64%) and market capitalisation (30%, 39%). A significant share of listed companies
has low price-to-book ratios also in Bangladesh, Hong Kong (China), Korea, Malaysia, Pakistan and Viet
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Nam. By contrast, China, Chinese Taipei and India have the lowest share of low price-to-book companies,
below the global level.
Figure 2.2. Overview of companies with price-to-book ratio below 1, end of 2025

A substantial share of listed companies in Asia trade below their book value
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Note: The figure covers non-financial companies with available information for price-to-book ratios (P/B). Data are not available for Cambodia,
Lao PDR and Mongolia.
Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.

Looking more closely at the distribution of price-to-book ratios, the share of Asian companies trading at
low valuations is higher than the global share. Around 18% of listed companies in Asia excluding China
and Japan have a price-to-book ratio below 0.5, compared with 15% globally (Figure 2.3). This share is
the highest in Hong Kong (China) (36%) and Singapore (35%). Low valuations are rarer in some markets:
in China, less than 1% of companies have price-to-book ratios below 0.5, while in Chinese Taipei the figure
stands at 1%.

Figure 2.3. Distribution of non-financial listed companies by price-to-book ratios, 2026

In many Asian markets, a high share of listed companies trade below half their book value
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Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.
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A subset of firms have high price-to-book ratios (above 5), particularly in India (24%), Indonesia (24%) and
Hong Kong (China) (14%), as well as in Bangladesh (9%) and Korea (9%) (Figure 2.3). This points to a
heterogeneous valuation structure, in which capital is concentrated in a relatively small number of high-
performing firms with strong growth prospects, while a large share of the market trades at relatively
depressed valuation levels.

Most low price-to-book companies in Asia are concentrated in a few sectors. Old economy industries, such
as industrials, consumer cyclicals and basic materials, account for the largest shares across most
jurisdictions (Figure 2.4). Real estate is particularly prominent in several markets, including Hong Kong
(China), Indonesia, Malaysia, the Philippines and Sri Lanka. New economy industries such as technology
companies are less likely to trade below book value. However, they still account for a sizeable share in
Chinese Taipei (23%) and Korea (23%).

Figure 2.4. Top three sectors with the highest share of low price-to-book companies, 2026

Listed companies trading at low price-to-book ratios in Asia are concentrated in a few sectors
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Note: The figure covers non-financial companies with available information for price-to-book ratios (P/B). Data are not available for Cambodia,
Lao PDR and Mongolia.
Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.

A price below book value can signal weaker fundamentals, but it may equally reflect other factors, such as
mature firms with limited growth options. In most Asian markets, companies with low price-to-book (P/B)
ratio have median returns on equity (ROE) below market levels (Figure 2.5). However, in several markets,
including Hong Kong (China), Indonesia, Korea and Singapore, ROE levels of low price-to-book companies
remain close to the market level. Bangladesh stands with relatively high ROE for all firms.
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Figure 2.5. Profitability of low price-to-book companies in Asia

In most Asian jurisdictions, companies with low P/B ratios have lower return on equity than the market
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Note: The figure covers non-financial companies with available information for price-to-book ratios (P/B). Return on equity (ROE) is calculated
as total return over equity, as of 2024. Data are not available for Cambodia, Lao PDR and Mongolia.
Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.

Across all jurisdictions, a significant share of low price-to-book companies generate returns on invested
capital (ROIC) below their weighted average cost of capital (WACC), indicating value erosion that helps
explain lower market valuations. A few markets have a high share of low P/B companies and at the same
time a high share of these companies earn less than their cost of capital (top right of the figure).

Figure 2.6. Capital efficiency of low price-to-book companies in Asia

Where valuation discount is less common, a higher share of low P/B companies earn below their cost of capital
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of capital are those with a return on invested capital (ROIC) lower than their weighted average cost of capital (WACC). WACC is calculated as
the cost of total debt weighted by the share of debt in total capital plus the cost of equity capital weighted by the share of equity in total capital.
Preferred equity shares are also taken into account whenever applicable.

Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.
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While markets such as Pakistan and Bangladesh have a significant share of low price-to-book companies,
most of these companies are able to earn above their cost of capital. This suggests that valuation discount
is not solely driven by weak capital efficiency but also reflects structural or market-specific factors.

Indeed, a number of low price-to-book companies show relatively strong fundamentals. They generate
returns on invested capital above the cost of capital, record higher profitability and distribute higher
dividends compared to market levels (Figure 2.7). This is the case in several markets and most prominently
in Korea (193 companies), Hong Kong (China) (108) and Japan (78) (Figure 2.7). In Korea, these
companies have a median ROE of 6%, compared with around 3% for the broader market, and their median
dividend payout ratio is 34%, compared with 22% in the broader market.

Figure 2.7. Low price-to-book companies in Asia with potential to unlock higher value

Several Asian economies have a number of low price-to-book companies with strong fundamentals
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Note: The figure covers non-financial companies with available information for price-to-book ratios (P/B). Low P/B companies with strong
fundamentals are companies that have P/B ratio below 1 and return on invested capital (ROIC) greater than the weighted average cost of capital
(WACC), return on equity (ROE) and dividend payout ratio above the market median. Return on equity (ROE) is calculated as total return over
equity and data correspond to end of 2024. Dividend payout ratio is calculated as total dividends paid over net income and corresponds to end
of 2024. Data are not available for Cambodia, Lao PDR and Mongolia.

Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.

2.2. Factors contributing to a valuation discount of Asian companies

Several Asian equity markets suffer from low valuations, reflecting a combination of structural company-
level, country-specific and region-wide factors.

High ownership concentration is a common feature in the region. Ownership structures dominated by
corporate shareholders, the public sector or strategic investors can weaken market discipline and reduce
investor confidence, contributing to valuation discounts. Corporate financial policies also play a role, as
relatively low dividend payouts and elevated cash holdings limit capital distribution and may signal less
efficient capital allocation. In parallel, low participation by institutional investors and restrictions on foreign
investor access can constrain market depth, liquidity and price discovery. These effects may be amplified
by gaps in market infrastructure, while geopolitical developments and economic policy uncertainty further
increase risk premia and weigh on valuations.
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2.2.1. Ownership concentration and structure

A key structural feature across many Asian markets is the relatively high degree of ownership concentration
among listed companies. In such environments, dominant shareholders often retain significant control,
which can limit minority shareholder influence, reduce liquidity and weaken market discipline, contributing
to valuation discounts.

Jurisdictions with more concentrated ownership often tend to have a larger share of low price-to-book
companies (Figure 2.8). In Asia excluding China and Japan, the top three shareholders hold more than
half of the equity in 52% of listed companies, compared with 44% globally, while the share of low price-to-
book companies is also higher (39% versus 34%). This pattern is particularly pronounced in markets such
as the Hong Kong (China), the Philippines and Pakistan, where both ownership concentration and the
proportion of low price-to-book companies are high.

Figure 2.8. Concentrated ownership and low price-to-book companies in Asia

Higher ownership concentration is associated with lower valuations across markets
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Note: Data are not available for Cambodia, Lao PDR and Mongolia. Ownership concentration shows the share of companies where the top
three shareholder own more than 50% of the equity.
Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.

Beyond ownership concentration, who owns companies also matters for valuations. In many Asian
markets, corporate ownership is higher than in other markets, often reflecting the role of company groups
and strategic cross-shareholdings. These ownership structures are sometimes seen as beneficial,
providing stronger monitoring and more efficient internal capital allocation within company groups (Khanna
and Palepu, 2000p;; Admati, Pfleiderer and Zechner, 19942;). However, the presence of large controlling
corporate owners may limit free float and market liquidity, consequently compressing valuations.

Higher corporate ownership shows a weak positive relationship with lower valuations in Asia (Figure 2.9).
Corporate investors own 28% of listed equity in Asia (excluding China and Japan), compared with 23%
globally. At the same time, the share of companies trading below book value is higher in Asia (excluding
China and Japan), at 39%, compared with 34% globally.
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Figure 2.9. Corporate ownership and low price-to-book companies in Asia

Corporate ownership is associated with valuation discounts in Asia
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Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.

Institutional investors can contribute to value creation in their investee companies through active
monitoring, engagement and pressure to improve governance and capital allocation. In Asia, however,
their presence and engagement with investee companies remain limited compared to global levels (see
Chapter 3).

In most Asian jurisdictions, institutional investors own, on average, a smaller share of the equity in low
price-to-book (P/B) companies than in high P/B ones (Figure 2.10). This relationship likely runs in both
directions. On the one hand, low P/B companies often exhibit characteristics, such as concentrated
ownership, weak fundamentals and low capital efficiency, that both justify their lower valuations and
discourage institutional investment. On the other hand, when institutional investors do own meaningful
equity stakes, they may contribute to stronger performance and governance, supporting higher valuations
and resulting in greater ownership in high P/B companies.

The gap in institutional ownership between high and low P/B companies is most pronounced in jurisdictions
where low P/B companies are particularly prevalent, such as Bangladesh, Singapore and Viet Nam. By
contrast, there is no meaningful difference in China and Chinese Taipei. Pakistan and Sri Lanka stand out
as the only two jurisdictions where institutional investors own, on average, a higher share of the equity in
low P/B companies.

Moreover, ownership of low P/B companies by foreign institutional investors is lower than domestic investor
ownership across most jurisdictions. This is partly due to restrictions on foreign investor participation, which
remains an important structural feature of several Asian equity markets. Limitations on market access
constrain the pool of international capital and reduce the extent to which equity prices fully reflect firm-level
fundamentals.
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Figure 2.10. Institutional investor holdings in low price-to-book companies
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Note: The figure shows average institutional investor ownership in low P/B companies. Chinese investors are considered domestic for Hong
Kong (China). Data are not available for Cambodia and Mongolia and Lao PDR.
Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.

Chinese capital markets have not been fully opened to foreign investors, who instead rely on specialised
access regimes such as qualified foreign investors (QFI), Stock Connect and Bond Connect to access A-
shares and domestic bonds. Foreign investors also face structural barriers in Viet Nam. The country’s
long-standing classification as an MSCI Frontier Market has resulted in limited inclusion in global
investment mandates, although its upgrade by FTSE Russell to Secondary Emerging Market status,
effective from September 2026, is expected to support capital inflows. Nevertheless, foreign ownership
caps remain binding for many firms. While the general 49% ceiling was formally removed in 2015, sector-
specific limits and domestic legislation continue to apply, including a 30% cap in banking (UNCTAD,
2015(3;; Duane Morris Vietnam, 2025(4)).

Restrictions also persist in other markets, although typically in more targeted forms. India and Indonesia
maintain foreign ownership limits in specific sectors, while Korea imposes caps in certain strategic
industries and has historically faced operational barriers to foreign participation (U.S. Department of State,
20255)). In markets such as Thailand and the Philippines, foreign ownership ceilings and related regulatory
constraints continue to affect access in selected sectors. More broadly, foreign ownership caps, together
with prefunding requirements and limited disclosure practices, have historically restricted market
accessibility (World Bank, 2023)).

2.2.2. Dividend distribution and cash holdings

Corporate financial policies can contribute to lower valuations, particularly through low dividend payouts
and high cash holdings. Limited distribution of earnings reduces direct returns to shareholders, while
persistent cash accumulation may signal cautious or inefficient capital allocation, both of which can weigh
on valuations. Asian listed companies have historically distributed a smaller share of earnings than firms
in other regions (Figure 2.11, Panel A). In 2024, the median dividend payout ratio in Asia was 37%,
compared to 41% globally.
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In many Asian markets, ownership structures dominated by controlling shareholders and affiliated
corporate groups can shape firms’ financial policies. With limited pressure from minority shareholders,
companies may place less emphasis on distributing earnings and instead retain capital within the firm or
broader corporate group. For example, in Korea, large family-controlled conglomerates (“chaebols”) have
historically maintained low payout levels, reflecting a preference for internal capital allocation rather than
shareholder distribution (Platinum Asset Management, 20257).

Figure 2.11. Dividend payout and cash ratios of listed companies

Asian companies distribute lower dividends to shareholders and maintain substantial cash buffers
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Note: The figure covers non-financial companies with available information for price-to-book ratios (P/B). In panel A, dividend payout ratio is
calculated as total dividends paid over net income. In Panel B, the cash ratio is calculated as cash and short-term investments over total assets.
Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details

High cash holdings also reflect this approach. In 2024, Asian companies held a median of 16% of total
assets in cash, compared with 10% in Europe and 14% globally (Figure 2.7, Panel B). Cash levels have
also increased over time, rising from 11% in 2000 to 16% in 2024. It is worth noting that in 2024, the median
dividend payout ratio and cash level were more or less identical in the United States and Asia.

2.2.3. Market infrastructure

Market infrastructure constraints could further compound the current valuation discount. Underdeveloped
short-selling and securities lending frameworks, and limited availability of hedging instruments, can
increase transaction costs and perceived risks. Collectively, they increase transaction costs by raising
perceived risks related to capital repatriation, leading investors to demand higher risk premia and, in turn,
lower valuation multiples.

The state of short selling infrastructure across Asian markets also illustrates these constraints in practice.
In Viet Nam, short selling of equities remains prohibited. Although the Ministry of Finance has outlined a
roadmap to introduce regulated short selling between 2026 and 2028 as part of a broader market upgrade
programme, no operational mechanism is yet in place (The Investor, 2025p)). In Indonesia, the
reintroduction of short selling, initially expected by end March 2025, was postponed by the Financial
Services Authority (OJK) amid market turbulence, with implementation now deferred further into 2026 (IDN
Financials, 2025p)). Korea, meanwhile, fully reinstated short selling on 31 March 2025 after a 17-month
suspension (KOREA.net, 2025(10}). The ban, introduced in November 2023 following prohibited naked short
selling by foreign investment banks, was used to strengthen the regulatory framework and implement an
electronic monitoring system.
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The limited availability of hedging instruments in several Asian markets further compounds these
challenges by restricting investors’ ability to manage risks and increasing the effective cost of investment.
Across the region, buy-side firms such as asset managers, pension funds and insurers face regulatory
restrictions on the use of derivatives, including limits on eligible asset classes, transaction sizes and
counterparties (ISDA, 202411;). Lack of demand and other factors explain the underdevelopment of
derivatives markets in some economies. For example, in Indonesia, the limited range of equity-based
instruments and shallow derivatives market have been identified as constraints to capital market
development, while banks are restricted from trading derivatives linked to securities (World Bank, 202412)).
Similarly, in Cambodia, the derivatives market remains at a nascent stage and relies entirely on non-
domestic underlying assets (CFA, 202113)).

2.2.4. Geopolitical and economic policy uncertainty

Beyond structural and market-specific factors, macroeconomic and geopolitical uncertainties amplify
valuation pressures. Heightened tensions in the region, including periodic capital flow volatility, increase
the perceived risk of disruption to trade, supply chains and capital mobility (Bain & Company, 2025}14;;
FCLT Global, 202515); LSEG, 2025}1¢]). These risks are often difficult to hedge and can lead international
investors to apply a higher discount rate when valuing Asian equities. In addition, factors such as regulatory
unpredictability, policy intervention, and weaker legal enforcement in some jurisdictions may further amplify
uncertainty around future cash flows and investor protection.

In this context, Asian markets have become increasingly exposed to geopolitical risks. The Geopolitical
Risk (GPR) Index shows that while Asia broadly tracked or remained below global risk levels in the early
2000s, it has exceeded it more consistently since the mid-2010s, with a marked divergence after 2020
(Figure 2.16, Panel A). This reflects the rising importance of region-specific geopolitical tensions, including
US-China tensions, security concerns in East Asia and broader shifts in the global geopolitical landscape.

Figure 2.12. Geopolitical and economic policy uncertainty in Asia

Geopolitical and policy uncertainty in Asia has risen sharply since the mid-2010s, exceeding global levels
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Note: The Asia GPR index is constructed as a GDP-weighted average of country-level Geopolitical Risk (GPR) indices. Monthly observations
are aggregated into annual averages. Both the Asia and Global GPR indices are normalised to have a mean of 100 over the period 1997-2015.
For the EPU index, monthly series are smoothed using six-month moving averages to mitigate short-term fluctuations.

Source: Caldara and lacoviello (2022(17;), Measuring Geopolitical Risk, https://doi.org/10.1257/aer.20191823 ; Baker, Bloom and Davis (2016y1)),
Measuring Economic Policy Uncertainty, https://www.jstor.org/stable/26372674; Davis (2016p9)), An Index of Global Economic Policy
Uncertainty, https://doi.org/10.3386/w22740; Davis, Liu and Sheng (201920), Economic Policy Uncertainty in China Since 1949: The View from
Mainland Newspapers, https://searchworks.stanford.edu/view/sp114hw3715; Arbatli etal. (2022p1), Policy Uncertainty in Japan,
https://dx.doi.org/10.2139/ssrn.2972891.
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The Economic Policy Uncertainty (EPU) Index shows a similar pattern. Economic policy uncertainty has
increased across several Asian economies, particularly in China and Korea, where it has risen sharply
since the late 2010s and remains elevated (Panel B) The level of uncertainty in Japan is comparatively
lower and more stable. Greater exposure to geopolitical and policy-related risks contribute to higher risk
premia and lower valuations.

2.3. “Value-up” initiatives: objectives, design and policy approaches

Several Asian economies have introduced policy initiatives aimed at addressing the persistent discount in
corporate valuations. These “value-up” initiatives are typically a policy package designed to strengthen
investor confidence and enhance the competitiveness of capital markets. Across jurisdictions, these
programmes share several common elements: (i) improving corporate value creation and capital efficiency
of listed companies; (ii) strengthening corporate governance frameworks and disclosure practices; (iii)
improving market liquidity and trading infrastructure; (iv) redesigning listing, delisting and continued listing
requirements; and (v) enhancing the ecosystem for investor relations and equity research. Together, these
measures seek to encourage more efficient capital allocation and support higher market valuations.

2.3.1. Development of value-up initiatives in Asia

Malaysia launched the first value-up initiative in the region 2022, followed a year later by the Tokyo Stock
Exchange’s programme, which is often seen as a catalyst for the spread of similar initiatives in the region.
(Figure 2.13). Bursa Malaysia’s the Public Listed Companies Transformation Programme (PLCT) is a
voluntary initiative to enhance corporate value through improvements in performance, governance,
sustainability and digitalisation (SC Malaysia, 202122;). Although broader in scope than later valuation-
focused reforms, it reflected early recognition that exchange-led initiatives can focus on strengthening
corporate value.

In March 2023, the Tokyo Stock Exchange issued a request that attracted significant international attention,
calling on all companies listed on its Prime and Standard markets to take "action to implement
management that is conscious of cost of capital and stock price" (JPX, 202323)). The initiative primarily
targeted companies with persistently low price-to-book (P/B) ratio, particularly those below 1.0, with the
aim of improving capital efficiency and addressing chronically low market valuations. Under this initiative,
companies were encouraged to disclose the benchmarks used to assess capital efficiency, typically
measured as the cost of equity or weighted average cost of capital (WACC), and to demonstrate that they
generate returns above these benchmarks. Indicators such as return on equity (ROE) and return on
invested capital (ROIC) are considered key reference metrics.

Against this background, the initiative of the Tokyo Stock Exchange aims to encourage companies,
particularly those with large, retained earnings and persistently low ROE, to pursue more effective capital
allocation strategies. These may include increasing growth investments, improving shareholder returns,
and in some cases undertaking mergers and acquisitions as a means of enhancing long-term corporate
value.

In China, the CSRC introduced in November 2022 a three-year action plan (2022-2025) aimed at improving
the quality of listed companies (The State Council of China, 202224)). The initiative focused on
strengthening corporate governance, improving the regulatory framework, enhancing the timeliness and
effectiveness of supervision and deepening market-oriented reforms. Building on these efforts, the State
Council of the People’s Republic of China released in April 2024 a set of policy guidelines to promote the
“high-quality development” of the capital market, referred to as the “Nine Guidelines (CSRC, 2024 25)).” The
policy package outlined measures including stricter listing standards, strengthened discipline on cash
dividend payments, tighter delisting rules, a zero-tolerance approach to market misconduct, stricter
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oversight of automated and high-frequency trading, and policies to encourage greater participation of
medium- and long-term institutional capital.

Similar policy frameworks have emerged elsewhere in Asia (Figure 2.13). In Korea, the Financial Services
Commission, together with the Korea Exchange and other related institutions, announced in February 2024
a policy framework to support corporate value enhancement. Subsequently, in May 2024, draft guidelines
for the disclosure of "Corporate Value-up Plans" were published, with the Financial Services Commission,
the Korea Exchange and the Korea Capital Market Institute jointly responsible for developing the detailed
guidance (FSC, 20242¢)). Framed around the objective of addressing the so-called "Korea discount,” the
framework encourages listed companies to voluntarily formulate and disclose value-enhancement plans
and communicate these strategies to the market.

Figure 2.13. Development of value-up initiatives in Asia

Seven jurisdictions have introduced value-up initiatives in recent years in Asia
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Source: See Table A.A.12 in Annex A.

In Singapore, the Monetary Authority of Singapore and the Singapore Exchange launched the Value
Unlock Programme in November 2025, supported by SGD 30 million from the Financial Sector
Development Fund (MAS, 2025p27;). The programme provides grants to listed companies to strengthen
investor relations, strategy and communication. Unlike Japan and Korea, which focus on disclosure and
capital efficiency targets, Singapore places greater emphasis on co-funding capacity building to address
market mispricing, as part of broader efforts to deepen its equity market.

In Thailand, the Stock Exchange of Thailand introduced JUMP+ in 2025 as a flagship “Listed Company
Value Creation Support Programme.” The initiative encourages companies to disclose value creation
plans, provide regular updates to investors, and improve communication and corporate visibility. In parallel,
the Securities and Exchange Commission Thailand introduced the Corporate Value-Up Programme,
reflecting a coordinated effort to strengthen corporate governance and investor confidence (OECD,
202512g)).

Most recently, in April 2026, the Securities Commission Malaysia and Bursa Malaysia jointly introduced
the MY Value Up Programme, a collaborative initiative aligned with the Capital Market Masterplan 2026-
2030. The programme is aimed at supporting Malaysian public listed companies in enhancing their long-
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term value creation and positioning themselves as globally attractive investment propositions. MY Value
Up Programme places particular emphasis on encouraging public listed companies to adopt a more
proactive approach in articulating and disclosing their mid- to long-term growth strategies, with a view to
facilitating more meaningful engagement with domestic and regional investors. At launch, 88 companies
were selected for initial engagement (BusinessToday, 202629)).

Several other Asian markets have not introduced dedicated value-up programmes yet. This often reflects
differing policy priorities, particularly where persistent valuation discounts and large shares of companies
trading below book value are not considered pressing concerns. For instance, valuations in India have
remained relatively strong, reducing the perceived need for explicit value-up measures. Instead, regulators
have focused more on strengthening corporate governance, tightening oversight of related-party
transactions and enhancing disclosure standards than on directly boosting market valuations (ACGA,
202430)). In other markets, more foundational capital market reforms remain the priority. Indonesia and the
Philippines have concentrated on improving market depth, liquidity and institutional frameworks, including
higher free-float requirements, tax reforms and exchange modernisation (Chambers and Partners, 202531;;
ASEAN Exchanges, 202532)). Viet Nam has focused heavily on market accessibility reforms aimed at
achieving emerging market index inclusion, such as easing foreign investor constraints, improving
settlement systems and upgrading trading infrastructure. FTSE Russell confirmed in April 2026 that the
country will be upgraded to secondary emerging market status in September 2026 (Reuters, 202633)).

2.3.2. Policy tools used in value-up initiatives

Value-up initiatives are quite similar in their basic design, although there are still some important
differences (Table 2.1). Most programmes target listed companies, with Japan being slightly different as it
focuses more narrowly on firms listed on the Prime and Standard markets. The main differences appear
in how strictly the programmes are implemented. In China, the framework takes a semi-mandatory
approach, requiring boards to act when market valuations fall below fundamentals. Companies included in
major indices are required to establish market value management policies, and companies with a price-to-
book ratio below one for more than a year are required to formulate and publicly disclose value
enhancement plans. Japan’s TSE initiative follows a comply-or-explain approach and appears to be
gaining traction, supported by reputational incentives associated with public disclosure. As of March 2026,
93% of firms in the Prime market and 51% in the Standard market had already made disclosures in line
with the initiative (JPX, 20264;). In contrast, Korea’'s programme is fully voluntary, similar to the
approaches taken in Malaysia, Singapore, Chinese Taipei and Thailand.

The tools used in these programmes also vary. Japan mainly relies on disclosure, such as value creation
plans, to encourage companies to improve. Korea also emphasises disclosure but complements this with
additional tools such as the Value-up Index, which creates market-based incentives for firms to enhance
performance and visibility. In China, value-up is embedded in the regulatory framework rather than treated
as a voluntary initiative. Disclosure of value enhancement plans is mandatory for certain firms, especially
those with persistently low valuations. In addition, under State-owned Assets Supervision and
Administration Commission of the State Council (China) (SASAC) guidelines, market value management
is incorporated into the performance evaluation of SOE executives, strengthening management incentives.

Singapore’s Value Unlock Programme differs from other value-up initiatives in that it focuses less on
disclosure or regulatory pressure and more on directly building firm capabilities. Rather than requiring
companies to publish value enhancement plans, it provides financial support through grants to improve
investor relations, strategic communication and corporate planning.

Malaysia and Thailand rely more on softer, governance-oriented policy tools compared to more prescriptive
approaches. In Malaysia, initiatives focus on strengthening corporate governance, enhancing
transparency, and promoting better strategic communication, often supported by benchmarking and
rankings that create reputational incentives for improvement. Thailand, meanwhile, promotes value
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enhancement by encouraging listed companies to develop and communicate clear value creation
strategies, with a strong emphasis on improving investor engagement and market perception.

Table 2.1. Policy tools used in value-up initiatives

Jurisdiction Programme Scope Approach Policy tools
Regulatory Guidelines No.
10 for Listed Companies -

Mandatory for  Stronger listing & delisting rules, dividend

China Market Value Management; Listed companies certain firms  discipline, anti-fraud enforcement
SASAC guideline (for SOEs)
Action to Implement Voluntary but
Japan Management that is Prime and standard with Value creation plans disclosure, investor dialogue,
P Conscious of Cost of Capital listed companies reputational stricter listing maintenance standards
and Stock Price incentives
Korea Corporate Value-Up Listed companies Voluntary Value up plan disclosure, value-up index, awards
Programme
. PLCT Programme, ) . Governance guidance, increased research
Malaysia Listed companies Voluntary S
My Value-up coverage, premium index
Capacity-building grants, value creation plan
Singapore Value Unlock Programme Listed companies Voluntary disclosure, investor engagement platforms, SGX
Investor Fair
Strengthening the Capital Corporate governance ranking, ESG disclosure,
Chinese Taipei Market and Enhancing Listed companies Voluntary board reforms initiatives, investor communication
Market Value enhancement
Corporate Value-Up Value-creation plans disclosure, capacity-buildin:
Thailand programme, Listed companies Voluntary P : A pacity g
support, enhanced investor visibility
JUMP+ programme

Source: See Table A.A.12 in the Annex A.

In several jurisdictions, value-up programmes have also been complemented by broader structural reforms
aimed at improving overall market quality and reinforcing the credibility of valuation-enhancement efforts.
In Japan, for example, the Tokyo Stock Exchange has tightened continued listing requirements, particularly
for Growth Market companies, reflecting concerns that listing had become an end goal for some firms
rather than a stage in sustained corporate development (JPX, 202635)). In Korea, the authorities have
pursued parallel reforms to strengthen shareholder rights, improve dividend practices and enhance capital
market accessibility alongside the Value-up Programme.

2.4. Market outcomes and early evidence

The impact of value-up programmes on public equity market performance remains difficult to assess, given
the wide range of macroeconomic and structural factors that influence equity valuations. Nevertheless, a
number of preliminary observations can be drawn from available data.

First, among jurisdictions where programmes have been in operation for more than two years (Japan,
Korea and Malaysia), outcomes have diverged markedly. Japan and Korea have recorded sustained
market appreciation with an annualised growth in their equity indices of 14% and 31% respectively
(Figure 2.14). By contrast, there is no visible effect in Malaysia, with annualised index growth of only 2%.

China and Chinese Taipei have also recorded sizeable equity market gains since the introduction of their
value-up programmes. The Chinese Shanghai Stock Exchange (SSE) Index grew at an annualised rate of
19% and the Chinese Taipei index recorded a 27% growth. In Thailand and Singapore, value-up
programmes are even more recent. While it is too early to assess the outcomes, both markets have
recorded notable annualised growth rates of 55% and 28%, respectively.
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Figure 2.14. Equity market performance following value-up programmes

Korea and Japan recorded the longest and strongest growth in their equity markets following the introduction of
value-up programmes

China Japan Korea
2021=100 P
110 +19% MO T +14% 75 +31%
80 L 110 r 125 -
50 F 80 75 |
20 1 1 1 50 1 1 : , ; 25 . ! )
21 '22 '23 '24 '25 '26 21 '22 '23 24 '25 '26 21 '22 '23 ‘24 '25 '26
i Chinese Taipei Thailand
120 - Malaysia p 120 -
3 L +
0 +2% 20 +27% 4 1O L p
100 f; 170 b 100 [
90 90
80 120 | 80 |
70 F 70
60 | nr 60
50 - 20 - - : 50 : ‘ : :
21 '22 ‘23 '24 '25 '26 21 '22 23 24 '25 '26 21 '22 '23 '24 '25 '26

Note: The figure shows main benchmark indices’ annualised USD returns. Indices included are the following: KOSPI (Korea), SET Index
(Thailand), FBM KLCI (Malaysia), STI (Singapore), TAIEX (Chinese Taipei), TOPIX (Japan), SSE Composite (China). Highlighted parts
correspond to the period after the introduction of value-add programmes for each jurisdiction.

Source: LSEG.

Trends in company valuations across value-up jurisdictions have been mixed, and do not always mirror
broader equity market performance. China experienced the most pronounced improvement, with the
median price-to-book ratio rising from 2.3 at the time of the programme's introduction in November 2024
to 2.9 twelve months later (Figure 2.15). Japan has shown a more gradual but sustained upward trajectory,
with the median price-to-book ratio increasing from 1.1 at launch to 1.2 after one year and 1.3 after three
years. Singapore, where the programme is still in its early stages, has also recorded a modest
improvement, with the median price-to-book ratio slightly rising from 0.8 to 0.9 in the three months following
the launch.

By contrast, Chinese Taipei and Korea have seen their median price-to-book ratios decline since the
introduction of their respective value-up programmes. This apparent disconnect with the strong
performance of their equity markets might suggest that the index returns are mainly driven by a few large
cap companies while there has not been a meaningful improvement in company valuations in the broader
market.

In addition, company valuations have barely moved in Thailand and Malaysia since the introduction of their
value-up programmes. In particular, the value-up programme in Malaysia has been in operation for over
three years, but the median price-to-book ratio has remained broadly unchanged at around 0.9. Taken
together with the weak performance of the Malaysian equity market over the same period, this may indicate
that the programme had a limited impact on valuation improvement.
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Figure 2.15. Changes in company valuations following the launch of value-up programmes

Value-up programmes have had limited immediate impact, with only China and Japan seeing meaningful P/B gains
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Note: The figure shows non-financial companies. Price-to-Book ratio shows the median of companies’ 3-month rolling average price-to-book
(P/B) ratios. P/B ratio is calculated as the closing price over book value per share. The change of valuation in Singapore is shown with only
three months of data due to the later launch of its value-up initiative and limited observations.

Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details

Market liquidity is a key factor shaping the effectiveness of value-up initiatives. More liquid markets tend
to support stronger price discovery, facilitate investor participation and enable corporate actions, such as
share buybacks, to translate more effectively into valuations. By contrast, in less liquid markets, limited
trading activity and higher transaction costs can weaken the transmission of such measures to equity
prices. In this context, there are early indications that liquidity conditions may have improved in some
jurisdictions following the introduction of value-up programmes, although the extent and persistence of
these effects require further assessment.

China is by far the most liquid market, with a turnover ratio of 266% in 2025, up from 206% at the time of
its value-up programme introduction in 2024, the largest absolute increase recorded across all jurisdictions
(Figure 2.16). Japan, Korea and Chinese Taipei also exhibit relatively high liquidity with turnover ratios in
2025 of 127%, 121% and 99%, respectively. While Japan saw a modest increase in market liquidity
following the introduction of its value-up programme, Korea and Chinese Taipei have experienced a
decline, mainly driven by a sharp rise in total market capitalisation, which was unmatched by the trading

value, lowering liquidity.

At the other end of the spectrum, Malaysia remains the least liquid among value-up jurisdictions at a
turnover ratio of 29% in 2025. Liquidity remained broadly stable between 2022 and 2025, except for a

modest temporary rise to 37% in 2024.

Value-up programmes have been associated with increased investor interest, as reflected in equity fund
asset flows. Korea has recorded the largest surge in the assets under management (AUM), more than
doubling between the launch of its value-up programme and March 2026. Notably, this increase was not
immediate, as the rise materialised approximately one year after the programme's introduction, suggesting
a lag between policy announcement and investor response. Japan has seen sustained growth in equity
funds’ AUM, rising by more than 50% over three years. China and Chinese Taipei have also recorded
significant increases. Thailand, where the value-up initiative is relatively recent, recorded a more modest
rise. Malaysia stands apart as the only jurisdiction where equity fund’s AUM has declined over the period,
consistent with the broader absence of market impact observed.
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Figure 2.16. Market liquidity and investor participation in value-up jurisdictions
Markets with higher liquidity have seen greater investor interest after the introduction of value-up programmes
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Korea and China; 2023 for Japan; and 2022 for Malaysia. No change in liquidity is shown for Thailand, as its value-up programme was introduced
in 2025. Panel B shows quarterly assets under management (AUM) of open-ended funds and ETFs invested in equities in each market.
Source: Morningstar Direct; stock exchange websites and publicly available sources; see Annex A for details.

Share buybacks represent one of the most direct mechanisms through which companies can signal
confidence in their own valuation and improve the use of their excess capital. In Asia, while share buybacks
have increased across most jurisdictions that have introduced value-up programmes, the pace and scale
of this shift differ markedly. Japan has seen the strongest and most sustained growth in buyback activity.
Listed companies in Japan announced 372 share buybacks in the first quarter of 2025, up from 233 in the
same quarter of 2023, when the value up programme was introduced (Figure 2.17). Chinese Taipei has
also experienced a significant rise in share buyback announcements, supported by the Taiwan Stock
Exchange’s decision to reward companies with strong buyback execution rates by giving additional credit
in their corporate governance assessments and simplifying the process for companies to announce share
buybacks (Taiwan News, 2025(3q).

In China and Korea, progress has been more moderate, with buyback activity increasing but not as fast as
in Japan and Chinese Taipei. In Singapore, where the programme was introduced more recently, buybacks
remain limited. Six months after implementation, only two announcements were made in the second
quarter of 2026. Malaysia has also not experienced a noticeable rise in buyback activity since its
programme was launched two years ago. Thailand stands apart with a declining trend in buyback
announcements.
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Figure 2.17. Use of share buybacks in Asian value-up programmes

Share buybacks have risen sharply in Japan and Chinese Taipei, but remain limited in most other Asian markets
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2.5. Policy considerations

Strengthening corporate governance and ownership structures. Given the high degree of ownership
concentration and the prevalence of corporate and public sector ownership in many Asian markets, policy
efforts could continue to focus on strengthening governance frameworks and minority shareholder
protection. Concentrated ownership is associated with lower valuations, reflecting concerns around limited
external monitoring, related party transactions and weaker market discipline. Enhancing board
independence, improving transparency and addressing governance risks in group structures could help
reduce these valuation discounts.

Promoting more efficient capital allocation and shareholder returns. Relatively low dividend payouts
and elevated cash holdings across Asian firms point to a conservative approach to capital allocation that
may weigh on valuations. While some value-up programmes have encouraged higher payouts, sustained
improvements will depend on more disciplined investment and clearer capital allocation strategies.
Strengthening disclosure around the use of capital and aligning investment decisions with returns above
the cost of capital could support investor confidence and capital efficiency.

Supporting long-term investment and sustainable value creation. While some programmes have
encouraged higher dividends and share buybacks, these measures primarily redistribute current earnings
and do not guarantee stronger long-term growth. Sustained improvements in valuations depend on
disciplined investment, innovation and capital allocation above the cost of capital. Broader reforms that
support long-term strategies and strengthen relationships between companies and investors can reinforce
the effectiveness of value-up programmes.

Broadening investor participation and strengthening market discipline. Low participation by
institutional and foreign investors reduces market depth, liquidity and the effectiveness of price discovery.
Low price-to-book firms tend to have lower institutional ownership and are more heavily held by domestic
investors, which may weaken external monitoring. Policies aimed at deepening domestic institutional
investor bases, promoting active stewardship and easing barriers to foreign participation could strengthen
market discipline and improve valuation outcomes. This highlights the importance of deeper and more
diversified capital markets in supporting effective price discovery and valuation.

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026



| 61

Enhancing market infrastructure, accessibility and policy certainty. Market infrastructure constraints,
including underdeveloped short-selling and hedging frameworks, as well as operational barriers to foreign
investors, can increase transaction costs and risk premia, weighing on valuations. At the same time,
geopolitical and policy uncertainty further raises perceived risks. Addressing these challenges requires
strengthening market infrastructure, improving market access and enhancing policy transparency and
regulatory predictability. Reinforcing legal systems and investor protection can also support more stable
and efficient pricing.

Improving monitoring frameworks for valuation outcomes. Early evidence suggests that value-up
programmes may have supported market sentiment and equity performance in some Asian markets.
However, these outcomes should be interpreted with caution, as gains have often been concentrated
among a narrow group of large-cap firms, while broader valuation metrics remain weak. This underscores
the need for broader evaluation frameworks that go beyond index performance to include firm-level
indicators such as valuations, capital efficiency and the distribution of returns.
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3 The size and the role of institutional

investors

This chapter analyses the role of institutional investors in Asian capital
markets, examining their importance, ownership patterns and the regulatory
frameworks shaping their policies. Drawing on an original OECD survey, it
explores how institutional investors engage with investee companies, the
barriers they face and the extent to which they exercise their voting rights. It
concludes by outlining policy considerations to strengthen domestic investor
bases, reinforce stewardship and transparency, and embed investor policies
within broader capital market reforms that support long-term value creation
and investor confidence.
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Key messages

¢ Institutional investors play a more limited role in Asian equity markets than in other regions, with
21% of market capitalisation compared to 47% globally. Ownership is more concentrated in the
hands of corporate, public sector and strategic individual shareholders.

e Institutional ownership in Asia is heavily dominated by non-domestic investors, who hold more
than half of all institutional equity in the region, while domestic institutional investor bases remain
relatively underdeveloped in many markets.

e Index inclusion and the rise of passive investing increasingly shape capital allocation, with
companies included in major indices attracting several times higher institutional ownership than
companies outside indices.

e Stewardship and fiduciary frameworks have developed rapidly across the region but follow
heterogeneous models, ranging from rule-based regimes to comply-or-explain stewardship
codes, industry-led initiatives and hybrid approaches, with uneven disclosure of voting records
and management of conflicts of interest.

e Engagement practices in Asia are predominantly private and consensual, with informal dialogue
with management dominating, while shareholder resolutions and public campaigns remain rare.

e Engagement focuses primarily on business fundamentals, with environmental, social and
governance topics playing a more limited role than in other regions.

e Investors face significant barriers to engagement, including cultural and language barriers,
complex ownership structures, the dominance of controlling shareholders, limited access to
decision-makers and capacity constraints, with stewardship teams typically small or non-
existent.

e Collaborative engagement remains underused despite its potential effectiveness, constrained
by resource limitations, lack of trust among investors, competitive concerns and legal risks
linked to concert party and disclosure rules.

o Despite high levels of voting participation, shareholder opposition to management proposals
remains limited, and investor activism in Asia accounts for a limited share of global campaigns.

e Strengthening domestic institutional investor bases, refining stewardship frameworks, removing
barriers to engagement and embedding investor policies within broader capital market reforms
can enhance market functioning, transparency and long-term value creation.

3.1. Institutional investors in Asia

Since the 1980s, the global investment landscape has undergone a profound transformation. The ways
individuals save and invest in capital markets have changed dramatically. In the 1960s and 1970s,
individual investors held shares directly in their own name (Schlarbaum, 1978;1)). Since then, individual
participation in equity markets has become increasingly indirect, channelled through pension funds,
insurance products, mutual funds and other pooled investment vehicles managed by professionals. These
shifts in saving and investment behaviour have contributed to the rise of institutional investors as the
dominant category of shareholders worldwide. Today, institutional investors collectively hold 47% of global
listed equity, reflecting in part the growing reliance of households on institutional investors to invest their
savings.

In line with global trends, institutional investors have also become more prominent in Asia, but to a lesser
degree. This expansion has been supported by the development of capital markets, financial liberalisation
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in the aftermath of the Asian financial crisis, and continued improvements in market infrastructure and
corporate governance frameworks (Purfield et al., 20082; Yasser, 20113)). Several economies, including
China, India and Indonesia, have gradually relaxed restrictions that previously limited foreign institutional
participation in their equity markets. This has deepened market integration and liquidity. At the same time,
the domestic institutional investor base has expanded steadily, driven by rising household incomes,
demographic changes and increasing demand for pension and insurance products (Hu, 2012p4); Park,
2009s)).

The rise of institutional investors has helped channel assets into broadly diversified, low-fee products,
enhancing risk-adjusted returns. At the same time, it has lengthened investment chains, increasing the
distance between beneficial owners and the agents who exercise shareholder rights. From a corporate
governance perspective, this separation can create challenges if incentives along the chain are not
properly aligned, or if institutional investors lack the capacity or motivation to monitor and engage with their
investee companies.

Institutional investors can, however, play a constructive role in promoting long-term value creation. With
their significant ownership stakes and typically longer investment horizons, they are well placed to foster
improvements in corporate governance, transparency, accountability and sustainability. Yet, the degree of
engagement varies depending on their business models, investment strategies and incentive structures.

3.1.1. Overview of listed companies and institutional investors

At the end of 2025, around 51 000 companies were listed on stock exchanges worldwide, with a combined
market capitalisation of USD 150 trillion. The United States is by far the largest market, accounting for USD
73 trillion, or 48% of the total global market capitalisation. Europe accounts for 14%.

Figure 3.1. Universe of listed companies, 2025

Asia hosts over half the world's listed companies but a much smaller share of global market capitalisation
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Note: The figure shows the market capitalisation and number of listed companies for the 50 795 listed companies in 104 economies, and the
bubble size represents their share in global market capitalisation. The sample includes firms listed on both main markets and growth markets.
Source: OECD Capital Market Series dataset; FactSet; LSEG; Bloomberg; see Annex A for details.

Asia is a major centre of equity activity, with 29% of global market capitalisation and 56% of listed
companies. This reflects the rapid development of domestic equity markets in jurisdictions such as China,
India, Japan and Korea. However, despite the large number of listed firms, the region’s share of global
market capitalisation remains modest relative to its listing activity. Asian markets continue to be
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characterised by smaller average firm size than in the United States, driven in many cases by low
valuations (see Chapter 2).

Despite the large number of listed companies, institutional investor ownership in Asia remains relatively
limited. Institutional investors hold only 21% of total market capitalisation, less than half the global figure
of 47% (Figure 3.2). Instead, Asian equity markets are characterised by large corporate and public sector
ownership. Corporations hold 24% of market capitalisation, compared to 9% globally and only 2% in the
United States, reflecting the prevalence of corporate groups and cross shareholding structures. Public
sector ownership is also high at 12%, a sign of the importance of SOEs in several Asian markets. In
addition, strategic individual shareholders account for 12% of market capitalisation, underscoring the
continued importance of family and founder ownership structures across the region.

Figure 3.2. Ownership of publicly listed companies, 2025

Institutional ownership in Asia remains limited, while corporate and public sector ownership are comparatively high
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Source: OECD Capital Market Series dataset; FactSet; LSEG; Bloomberg; see Annex A for details.

At the jurisdiction level, the share of listed equities held by institutional investors varies widely, ranging
from 34% in Japan to 2% in Bangladesh and Sri Lanka (Figure 3.3). In general, institutional investors tend
to hold larger equity positions in jurisdictions with deeper and more developed capital markets. This is
reflected not only in ownership shares, but also in the overall size of equity markets relative to the economy.
Japan, Hong Kong (China), Korea and Chinese Taipei combine comparatively high institutional ownership
with market capitalisation levels exceeding their GDP.

China is a notable exception. Despite being the world’s second largest public equity market, institutional
ownership remains low at just 10% of market capitalisation. This likely reflects the substantial holdings of
government entities and corporations, as well as regulatory restrictions and operational frictions that
constrain foreign institutional investor participation. ASEAN jurisdictions tend to have lower market size
and institutional ownership levels. Singapore stands out as the main exception, with institutional investors
holding 16% of market capitalisation and the size of the equity market roughly equivalent to GDP. By
contrast, institutional investor participation remains limited in Indonesia, the Philippines and Viet Nam,
where institutional investors account for only around 5-6% of market capitalisation.
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Figure 3.3. Institutional investor holdings in Asia, 2025

Institutional investor holdings remain limited across most Asian markets
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Note: Data is not available for Cambodia, Lao PDR and Mongolia. Sri Lanka’s GDP is calculated using 2024 data.
Source: OECD Capital Market Series dataset; FactSet; LSEG; Bloomberg; see Annex A for details.

3.1.2. Domicile of institutional investors

A notable feature of institutional ownership in Asia is the significant share of non-domestic investors in
many markets. Non-domestic institutional investors collectively own around 11% of Asia’s listed equity,
slightly more than domestic institutional investors (8%) (Figure 3.4, Panel A). In other words, non-domestic
investors hold over half of all institutional equity holdings in Asia. This partly reflects the relatively
underdeveloped domestic institutional investor base in the region, as well as the active allocation of global
asset managers to Asian equity markets. The trend has accelerated with financial liberalisation, with many
Asian economies gradually relaxing restrictions on foreign investment in the 2000s, making it easier for
global funds to invest in Asian stocks.

In general, Asian markets with a high level of institutional ownership have substantial participation from
non-domestic institutional investors. This is the case of Japan, Chinese Taipei, Korea, Hong Kong (China)
and Singapore. In contrast, in markets such as China and Pakistan, non-domestic institutional investors
have relatively low levels of holdings compared to domestic ones.

Over half of non-domestic institutional holdings in Asia are held by investors based in the United States
(Figure 3.4, Panel B). The second-largest share comes from the United Kingdom (20%). Intra-Asian
investment is also notable, with institutional investors based in Hong Kong (China), China and Singapore
accounting for 5%, 3% and 3% of non-domestic institutional holdings in Asia, respectively.
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Figure 3.4. Institutional investor holdings by domicile, 2025
Non-domestic investors account for a significant share of institutional ownership across many Asian equity markets
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Source: OECD Capital Market Series dataset’; FactSet; LSEG; Bloomberg; see Annex A for details.

3.1.3. Index inclusion and passive investing

Global benchmark indices and the rise of passive investing are increasingly shaping how institutional
investors allocate capital across markets. Many investment funds now either replicate major indices or use
them as performance benchmarks. As of Q1 2026, approximately USD 7.4 trillion in global indexed equity
assets tracked MSCI indices (MSCI, 2026()). Consequently, inclusion in or exclusion from key indices can
prompt significant portfolio adjustments with markets with higher representation in global indices attracting
greater capital inflows from index-tracking investors. This could lead to notable differences in institutional
ownership between companies included in major indices and those not included.

Listed companies in Asia account for a much smaller share of global indices than their share of global
market capitalisation would suggest. Only three Asian jurisdictions (Hong Kong (China), Japan and
Singapore) are included in the MSCI World index, together accounting for only 6% of the MSCI World
Index, much lower than the 29% Asian listed companies represent in global market capitalisation
(Figure 3.5, Panel A). This contrast partly reflects the MSCI World Index’s construction, which covers
developed markets only. However, even for the three Asian jurisdictions included in the MSCI World Index,
their index weight falls short of their 8% share of global market capitalisation.

By contrast, Asian economies dominate the MSCI EM Index. Nine of the 18 Asian jurisdictions analysed
in this report are represented in the Index. Together they account for 75% of the Index’s total weight, just
above their share of total EM market capitalisation (74%). India, Korea and Chinese Taipei are the most
represented in the Index, together making up nearly half of it (Panel B). Smaller markets such as Indonesia,
Malaysia, Thailand and the Philippines each account for less than 2% of the Index’s total weight.
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Figure 3.5. Share of Asia and MSCl indices, 2025

Asian companies are underrepresented in the MSCI World Index but dominate the MSCI Emerging Markets Index
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those in iShares MSCI World ETF and cover 96% of the total weight. The company weights in the MSCI EM Index correspond to those in iShares
MSCI EM ETF and cover 99% of the total weight. In Panel B, other Asian markets correspond to Indonesia, Malaysia, Thailand and the
Philippines. Index composition is as of end 2025.

Source: OECD Capital Market Series dataset; FactSet; LSEG; Bloomberg; see Annex A for details.

Inclusion in major global or regional indices can significantly increase a company’s visibility among large
institutional investors. In Asian markets, institutional ownership is consistently higher for companies
included in indices than for those not included. For instance, in Japan, companies included in the MSCI
Japan Index have on average 34% of their equity held by institutional investors, roughly three times the
average of non-index companies (Figure 3.6).

Figure 3.6. Institutional investor ownership in listed companies by index inclusion, 2025

Across Asian markets, institutional ownership is higher in companies included in major equity indices
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Note: The institutional investor ownership shows the average share of the equity owned by institutional investors in companies included or not
included in an investible index. Companies listed in Asian exchanges are categorised based on their inclusion in the “MSCI AC Asia ex Japan
Index” and “MSCI Japan Index”, with the index composition as of Q4 2025. Chinese investors are considered as domestic for companies listed
in Hong Kong (China).

Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.
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In Singapore, India and Indonesia, the institutional holdings of index constituent companies are about 6-7
times greater than that of companies not included. Even in China, where overall institutional participation
remains relatively limited, companies included in major indices exhibit institutional ownership levels more
than double those of non-index constituents. The difference is even more pronounced when looking at
non-domestic institutional investor ownership. Listed companies included in the index have between 4 to
11 times more non-domestic institutional ownership compared to those not included in the index.

The growth of passive investing has further amplified the impact of index inclusion on capital allocation.
Passive investment vehicles, such as index mutual funds and exchange-traded funds (ETFs), aim to
replicate the performance of benchmark indices by holding constituent securities in proportion to index
weights. These vehicles now account for more than half of global equity fund assets, almost tripling from
21% in 2008 to 57% in 2025 (Figure 3.7, Panel A).

Figure 3.7. Equity investment funds by management style

Passive investment strategies have expanded rapidly in Asia and globally
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Source: Morningstar Direct; OECD calculations; see Annex A for details.

Asian markets have also experienced a marked shift towards passive investing, with the share of passive
funds increasing from 28% of all Asian equity funds in 2008 to 70% in 2025. This expansion has been the
main driver of asset growth, with the assets under management (AUM) of equity funds reaching around
USD 3.4 trillion by the end of 2025 (Figure 3.7, Panel B and C). As a result, a substantial share of Asian
equity funds is now allocated passively to index constituents.

However, Asia’s asset management industry remains relatively small among domestic investors. In 2025,
equity funds domiciled in Asia accounted for just 9% of global equity fund AUM, well below the region’s
share of global market capitalisation. Further development would help deepen domestic institutional
demand for local assets and broaden the range of products available to Asian households.

The size and composition of equity investment funds vary significantly across jurisdictions. Japan’s equity
investment fund assets are by far the largest in the region, with AUM reaching nearly USD 1.4 ftrillion in
2025 (Figure 3.8). China (USD 1 trillion) and India (USD 0.5 trillion) come next. Notably, jurisdictions with
higher AUM in investment funds also tend to have a larger proportion of passive funds, with India being
the notable exception. Japan, China, Chinese Taipei, Korea and Hong Kong (China) each have passive
funds accounting for more than two-thirds of total equity fund assets, highlighting the growing popularity of
passive investment strategies in these markets.
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Figure 3.8. AUM of equity investment funds by management style in Asian jurisdictions, 2025

Japan and China have the two largest equity fund AUM in Asia, with passive investment exceeding two-thirds
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Note: The figure shows funds focusing on equity investment by domicile of the fund.
Source: Morningstar Direct; OECD calculations; see Annex A for details.

3.1.4. Ownership concentration and governance implications

The growth in institutional ownership has been accompanied by an increasing concentration of equity
holdings among a small number of large investors. In 2022, the world’s 50 largest institutional investors
collectively held USD 20 trillion in publicly listed equities, nearly double the USD 11 trillion recorded in 2007
(Figure 3.9, Panel A). The five largest investors alone held USD 8 ftrillion, representing around 9% of all
listed equities and one-fifth of institutional holdings.

Figure 3.9. Holdings of the largest institutional investors in listed companies

The world’s largest institutional investors have nearly doubled their listed equity holdings since 2007, with a similar
but more moderate trend in Asia
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calculated based on their public equity ownership in listed companies headquartered in Asia.
Source: OECD-ORBIS Corporate Finance dataset; OECD Capital Market Series dataset; see Annex A for details.

A similar, albeit more moderate, trend has taken place in Asia. Participation of institutional investors in
Asian listed companies has expanded substantially, with the 50 largest investors in the region holding
almost USD 4 trillion in equities in 2022, more than double their 2007 holdings (Figure 3.9, Panel B).

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026



74|

Importantly, ownership has also become more concentrated: the share of equity held by the five largest
institutional investors rose from 2% of market capitalisation in 2007 to 5% in 2022.

At the company level, institutional ownership concentration is lower in Asia than in other major markets.
The five largest institutional investors hold 17% of listed companies on average globally and 24% in the
United States (Figure 3.10). In Asia, the top five institutional investors hold around 9% on average.

The degree of concentration varies considerably across Asian jurisdictions. In markets such as Japan,
India and Chinese Taipei, where institutional investor participation is well established, the five largest
institutional investors together hold more than 10% of total market capitalisation. In contrast, in jurisdictions
including China, Viet Nam, Indonesia, the Philippines, Sri Lanka and Bangladesh, institutional investors
are generally minority shareholders, with the five largest institutional investors holding only between 1%
and 5% of total market capitalisation.

Figure 3.10. Concentration of institutional investor ownership, 2025
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Source: OECD Capital Market Series dataset; LSEG; FactSet; Bloomberg; see Annex A for details.

One key reason for the lower concentration of institutional investors in Asia is the significant ownership
stakes held by the public sector and corporations as well as family-controlled businesses. In many Asian
markets, the public sector and corporations are frequently the largest shareholders, accounting for a
significant proportion of listed equity. Consequently, institutional investors have limited scope to influence
corporate decisions as they often lack sufficient voting power, even when acting collectively (OECD,
20257)).

3.2. Regulatory frameworks for institutional investors in Asia

The growing role of institutional investors in capital markets has fundamentally reshaped expectations
regarding shareholder behaviour and corporate oversight. Pension funds, insurance companies and asset
managers now account for a substantial share of listed equity ownership globally, and their approach to
voting, engagement and monitoring increasingly influences corporate governance outcomes. In this
context, stewardship, understood as the active and informed exercise of ownership rights, has emerged
as a central element of modern corporate governance frameworks. Reflecting this development, the
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G20/OECD Principles of Corporate Governance call on jurisdictions to establish clear expectations
regarding the responsibilities of institutional investors and the intermediaries that support them.

3.2.1. Overview of the regulatory frameworks

Over the past decade, the regulatory landscape for institutional investors and their intermediaries in Asia
has evolved significantly. This reflects a growing recognition of the important role these investors play in
shaping the corporate governance practices of the companies in which they invest. A central focus of this
evolution has been to define and strengthen fiduciary and stewardship responsibilities. Fiduciary duty
generally refers to the legal obligation of institutional investors to act in the best interests of clients or
beneficiaries, with care, loyalty and prudence. It defines the minimum standards of conduct, limits conflicts
of interest and helps prevent self-dealing. Stewardship, by contrast, has a broader and more forward-
looking focus, entailing the active exercise of ownership rights, such as voting, dialogue and engagement,
to promote the long-term, sustainable value of investee companies (OECD, 2017s)).

Four broad models exist across Asian jurisdictions: rule-based frameworks, comply-or-explain frameworks,
industry-led regimes and a hybrid model (Figure 3.11). The first group includes India, where stewardship
obligations have been embedded in laws or regulations. These frameworks require institutional investors
to monitor investee companies, conduct effective engagement, ensuring effective supervision when
outsourcing, establish voting policies, and report to beneficiaries. This approach treats stewardship as an
integral component of fiduciary duty rather than a voluntary practice.

Figure 3.11. Stewardship and fiduciary responsibilities of institutional investors and related
intermediaries
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The second group comprises jurisdictions such as Japan, Korea and Malaysia, which have adopted
stewardship codes based on a comply-or-explain approach. These codes set out principles of good
practice, such as active monitoring and constructive engagement, while allowing institutions flexibility in
implementation, provided that any deviations are publicly explained.

The third group includes Singapore, where industry-led or self-regulatory initiatives perform a similar role.
While these frameworks are not legally binding, they often operate as de facto standards of professional
conduct, achieving compliance primarily through market expectations and reputational discipline rather
than regulatory enforcement. Finally, Indonesia has adopted a hybrid model combining statutory
obligations and a stewardship code.

3.2.2. Stewardship codes

Stewardship codes occupy a distinctive position within the broader regulatory framework as soft-law
instruments designed to complement binding corporate governance and securities laws. While traditional
regulations focus on market integrity, investor protection and transparency through mandatory rules and
disclosures, stewardship codes emphasise the voluntary principles of responsible ownership and
engagement. They aim to encourage institutional investors, such as pension funds, insurance companies
and asset managers, to move beyond passive investing and play an active role in monitoring and
influencing the governance of their investee companies.

Stewardship codes bridge the gap between basic legal compliance and the ethical, long-term investment
behaviours expected of institutional investors. Rather than imposing prescriptive obligations, these codes
promote transparency and accountability through mechanisms such as the public disclosure of
stewardship activities and the comply-or-explain principle, whereby institutions either adhere to the code’s
principles or publicly explain why they do not. By facilitating communication between investors and
corporate boards, stewardship codes reinforce corporate governance frameworks and ensure that
investment practices align with broader public policy objectives, such as promoting sustainable economic
growth and enhancing corporate performance.

Asian regulators began adopting stewardship codes in the mid-2010s as part of a shift towards greater
investor engagement and accountability (Figure 3.12). Japan was the first Asian jurisdiction to integrate a
stewardship code into its regulatory framework, with the Financial Services Agency (FSA) introducing the
Principles for Responsible Institutional Investors in 2014. This marked a significant developmentin Japan’s
corporate governance framework, as the code sought to strengthen investor engagement and improve
corporate accountability in tandem with the Corporate Governance Code introduced the following year.

Other major markets in the region soon followed suit. Malaysia launched its Code for Institutional Investors
in 2014 and updated it in 2022. This was accompanied by the establishment of an Investors Council to
promote adherence. In 2016, Korea introduced a national stewardship code, explicitly linking the
stewardship role of institutional investors to their fiduciary duty to foster the sustainable growth of investee
companies. Stewardship frameworks were also rolled out in subsequent years in Hong Kong (China),
Chinese Taipei, Singapore, India, Thailand and Pakistan, among others. Today, over half of Asian
economies have some form of stewardship code or principles in place.

Beyond broad adoption, the effectiveness and role of stewardship codes vary significantly across Asian
markets. Many Asian listed companies are family-controlled or part of company groups. This often limits
institutional investors to relatively small minority stakes, thereby curbing their influence over corporate
decisions (Fukami, Blume and Magnusson, 2022107). Consequently, stewardship in Asia tends to function
more as a complementary governance mechanism than as a driver of systemic change.

Early stewardship codes in Asia were closely modelled on the UK Stewardship Code. However, differences
in business culture, ownership structures and market conditions meant that some provisions proved less
applicable or effective in practice. Consequently, the governance outcomes of these codes have often

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026



| 77

diverged from the objectives originally envisaged under the UK framework (Goto, Koh and Puchniak,
2020p117). Over time, regulators have drawn lessons from these experiences and, in several cases, have
refined national codes to better reflect local contexts.

Figure 3.12. Stewardship codes in Asia
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Source: See Table A.A.13in Annex A.

Notably, Japan has periodically revised its Stewardship Code, most recently in 2025. The 2025 revision
introduced stronger incentives for collaborative engagement among investors and streamlined the
Stewardship Code by emphasising overarching principles rather than detailed prescriptions. It also
enhanced transparency requirements, for example by encouraging the disclosure of beneficial ownership
and clarifying expectations for proxy advisory firms. These changes aim to foster more substantive
dialogue between investors and companies and to reduce information asymmetries in the market. Korea
is also preparing a further revision of its Stewardship Code scheduled for 2026, reflecting a broader
regional trend towards adapting stewardship frameworks to evolving market conditions and governance
challenges.

3.2.3. Disclosure and transparency requirements

Disclosure of stewardship responsibilities, especially those concerning voting policies, actual voting
outcomes, and the management of conflicts of interest, are fundamental to ensuring transparency and
accountability within the investment ecosystem. By clearly communicating their approaches to these
matters, institutional investors allow beneficiaries and stakeholders to evaluate whether they are fulfilling
their fiduciary responsibilities, exercising shareholder rights to support long-term value creation, and
managing conflicts that could undermine objective decision-making. For investors, such transparency also
helps strengthen trust with clients, beneficiaries and the broader public.

One important element of stewardship transparency is the disclosure of voting policies or guidelines. These
policies detail how investors intend to vote on key issues such as board elections, executive pay and
shareholder proposals, including those addressing environmental or social concerns. Almost all Asian
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jurisdictions have now introduced at least a recommendation, and in many cases a requirement, for
institutional investors to disclose their voting policies. India, Indonesia and Korea have notably made
disclosure of voting policies mandatory via laws or binding regulations (Figure 3.13). This reflects the view
of regulators that greater transparency in how investors exercise their voting rights will strengthen market
discipline and promote accountability to the ultimate owners. In some jurisdictions, industry associations
have established self-regulatory frameworks. For instance, in Singapore, industry associations have
established stewardship codes or guidelines that also encourage their member institutions to disclose their
voting approaches in practice. Other jurisdictions have also incorporated relevant provisions into their
stewardship codes, regardless of whether they operate on a comply-or-explain basis.

Figure 3.13. Roles and responsibilities of institutional investors and regulated intermediaries
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Notes: 1. In Hong Kong (China), two public frameworks apply to investment funds and asset managers. The Code of Conduct for Persons
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and generally do not vote on behalf of their clients. Proxy advisers in India are required to formulate and disclose the voting recommendation
policies to their clients. 5. In Indonesia, OJK Regulation No 10/POJK.04/2018 (Section 53) provides that Investment Managers are encouraged
to disclose voting policy and actual voting records. 6. Law if holding equities more than a certain level.

Source: OECD (2025y), OECD Corporate Governance Factbook 2025, OECD Publishing, Paris, https://doi.org/10.1787/f4f43735-en.

By contrast, relatively few jurisdictions require the disclosure of detailed voting records showing how
investors voted on each resolution. In markets such as Hong Kong (China) and Singapore, there are no
explicit rules mandating the publication of proxy voting records. In Korea, disclosure is only required for
holdings above a specified threshold; smaller holdings are covered by a comply-or-explain provision. Many
other Asian markets adopt a similar flexible approach, acknowledging the value of voting disclosure for
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transparency but stopping short of requiring comprehensive reporting. This reflects the concern that
publishing full voting records can create reputational or legal risks and may strain business relationships.

Another key aspect of transparency is managing and disclosing conflicts of interest. These conflicts may
arise when the commercial interests of an institutional investor differ from those of the beneficiaries whose
assets they are managing. Effective management of conflicts of interest is critical to maintaining the
integrity and independence of investment decisions. Most Asian jurisdictions recognise the importance of
conflict-of-interest management, though the degree of regulatory enforcement varies.

3.2.4. Regulatory frameworks for proxy advisors

The growing influence of institutional investors, coupled with the operational complexity of voting across
diversified portfolios, has led to an increased reliance on proxy advisers. Two firms dominate this global
market: Institutional Shareholder Services (ISS) and Glass Lewis (GL), which together account for around
90% of the global proxy advisory market (Shu, 2024127). Their presence in Asia is considerable. In 2024,
ISS reported that about 17% of its total revenues were generated from its Asia-Pacific operations, reflecting
strong growth in markets such as Indonesia and Singapore (ISS, 202413)).

The growing reliance on proxy advisers has prompted policymakers to establish regulatory frameworks to
ensure that proxy advisers disclose their methodologies, manage conflicts of interest and maintain
adequate analytical resources. The G20/OECD Principles of Corporate Governance explicitly call on
jurisdictions to require the disclosure and mitigation of conflicts of interest by proxy advisers, as well as
greater transparency regarding their analytical methodologies and voting criteria (OECD, 202314).
Regulatory scrutiny has particularly intensified in the United States. In late 2025, an executive order was
issued calling for stronger oversight of proxy advisory firms, reflecting growing concerns over their
influence on corporate decision-making, the transparency of voting recommendations and potential
conflicts of interest (The White House, 2025y15)). These developments suggest that proxy adviser oversight
is becoming an increasingly important component of broader corporate governance and stewardship
frameworks (OECD, 202616)).

Across Asia, regulatory approaches to proxy advisers vary widely. Only a handful of markets maintain
comprehensive frameworks for proxy advisers. India stands out with a well-developed regime: the
Securities and Exchange Board of India (SEBI) has established a comprehensive framework that
recognises proxy advisers as regulated entities and subjects them to registration requirements, codes of
conduct, and grievance redress mechanisms (OECD, 2026y1¢)). In contrast, Japan and Korea have adopted
soft-law approaches, relying on national stewardship codes and voluntary guidelines.

Some regulators are indirectly addressing proxy voting by placing greater obligations on institutional
investors. For example, in Malaysia, indirect oversight is exercised through investor governance codes
and licensing requirements, together with direct provision to proxy advisers. The Malaysian Code for
Institutional Investors encourages investors and their service providers, including proxy advisers, to apply
its principles and align with investors’ stewardship approaches (OECD, 2023;17)).

Many emerging Asian markets are still in the early stages of developing specific regulations for proxy
advisers. Smaller markets, such as Bangladesh, Cambodia, Lao PDR, Mongolia and Sri Lanka, continue
to prioritise foundational corporate governance reforms and shareholder protection, paying limited attention
to proxy advisory regulation. The concept of proxy adviser oversight has only recently begun to feature in
policy discussions in these jurisdictions.
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3.3. Institutional investor engagement

Institutional investors differ in their characteristics, mandates and investment strategies, leading to diverse
approaches to shareholder engagement. Investors following active strategies tend to interact more directly
and frequently with investee companies, whereas those pursuing passive, index-tracking strategies have
traditionally taken a more limited role. Even within the same category of investors, engagement practices
can differ markedly, reflecting variations in investment horizon, portfolio concentration and strategic
objectives. The degree of investor engagement is also influenced by cost-benefit considerations and
available resources. Active engagement requires substantial time and analytical capacity, which can be
particularly challenging for investors with broadly diversified portfolios or limited in-house expertise,
conditions often associated with passive investment models (Celik, S. and M. Isaksson, 20131g)).

Moreover, engagement outcomes are typically non-exclusive, giving rise to a free-rider problem whereby
some investors may benefit from others’ efforts without directly contributing (Gomtsian, 2019p9). By
contrast, investors with longer-term horizons, such as pension funds and insurance companies, are more
likely to view engagement as a means to enhance sustainable performance and long-term value creation.

To gain a comprehensive understanding of how institutional investors in Asia engage with their portfolio
companies and the challenges they face, the OECD conducted an original survey on institutional investor
stewardship and engagement practices in Asia: the OECD Survey on Institutional Investor Engagement in
Asia (hereafter referred to as the “OECD survey”). This section summarises the main findings and
supplements them with further data on investor activism in the region.

Figure 3.14. Distribution of survey respondents by investor type and assets under management
390 institutions across Asia answered the OECD survey, the majority of which are asset management firms

A. Type of institutional investors

| Asset management company Insurance company Bank m Others
390 respondents

B. Assets under management in Asia

® More than USD 100 billion Between USD 5 billion and 100 billion
Between USD 500 million and 5 billion Between USD 150 million and 500 million
m Less than USD 150 million
390 respondents

Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

The survey, developed by the OECD and disseminated with the assistance of Asian securities regulators,
targeted institutional investors headquartered in Asia or operating regional offices in the region. In total,
390 institutions responded. The majority of respondents were asset management firms (74%), followed by
insurance companies (6%) and banks (4%) (Figure 3.14). The respondents were predominantly smaller
institutions: 40% reported AUM of less than USD 150 million, whereas only 9% managed over USD 100
billion.

Among the responding institutional investors, just over half reported having some form of stewardship team
in place, of which: 32% have a full-time, Asia-based team dedicated to stewardship; 17% have stewardship
responsibilities shared across other functions within the institution; and 6% have a global or central team

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026



| 81

overseeing stewardship activities in Asia (Figure 3.15). In contrast, 45% of respondents stated that they
do not have a dedicated stewardship team of which 5% are considering establishing a stewardship team.

Figure 3.15. Presence of dedicated stewardship team among institutional investors

Just over half of responding Asian institutional investors have some form of stewardship team

352 respondents
i Yes, we have a full-time, Asia-based internal team
Yes (55%) 1  Yes, but responsibilities are shared with other functions

L Yes, we have a global or central team that covers Asia

No, we don’t have a dedicated stewardship team

No (45%) 1  No, but we rely on external service providers or advisors

L No, but we are considering establishing one

Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

Many institutional investors in Asia have limited resources dedicated to stewardship. According to the
OECD survey, among those with a stewardship team, the majority have very small teams: 30% have fewer
than five staff, while only 10% have more than ten specialised stewardship personnel (Figure 3.16).

Figure 3.16. Distribution of institutional investors by size of stewardship team

Most stewardship teams in Asia are smalll, with fewer than five dedicated staff

m Fewer than 5 staff 5 to 10 staff 11 to 20 staff Over 20 staff ~ m Not applicable (no dedicated team)
352 respondents

Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

3.3.1. Engagement practices

Despite capacity constraints, the survey indicates that most Asian institutions engage with investee
companies at least occasionally. Almost half (46%) of respondents regularly engage with investee
companies in Asia, while a third (34%) do so occasionally (Figure 3.17). However, around 20% indicate
that they never engage with their portfolio of Asian companies, potentially due to resource limitations or
strategic choices.
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Figure 3.17. Frequency of institutional investor engagement with investee companies

Most Asian institutional investors engage with their investee companies at least occasionally

mmmm Yes, regularly Yes, occasionally mm Never

201 respondents

Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

In Asia, engagement tends to take place behind the scenes. The most widely used form of engagement is
informal, private dialogue with company management, utilised by 77% of respondents (Figure 3.18,
Panel A). Many investors also leverage their shareholder voting rights (50%), while 41% communicate with
company boards via formal letters or emails. Collaborative engagement, where investors team up with
each other, is used by 39% of respondents. By contrast, confrontational or public tactics are uncommon in
Asia: just 12% of respondents have ever filed or co-filed shareholder resolutions, and only 7% have used
public campaigns or media pressure to influence companies. This preference for discreet engagement
aligns with the norms of Asian markets, where investors often avoid open confrontation. Consequently,
public activist interventions remain uncommon in the region (see more in the subsection Investor activism).

Asian institutional investors tend to focus on fundamental corporate performance issues. The most
frequently cited topics were financial performance (74%) and business strategy (73%) (Figure 3.18,
Panel B). Nearly half also engage in capital allocation or capital structure (49%), and risk management
oversight (43%). This reflects a strong focus on core business fundamentals. Board and management
composition (31%) and overall ESG strategy (29%) were mid-tier priorities, whereas specific social or
ethical issues appeared lower on the agenda. Classic ESG subjects such as diversity, equity and inclusion,
executive compensation, anti-corruption and audit quality ranked at the bottom of the list. This suggests
that many Asian institutional investors tend to prioritise business fundamentals over environmental or
social initiatives in their engagement discussions. This emphasis on business fundamentals aligns closely
with the value-up agenda discussed in chapter 2, where these same levers are identified as central to
addressing the persistent undervaluation of Asian equity markets. This contrasts with practices in Europe
and North America, where a much higher proportion of institutional investors also focus on sustainability
issues such as climate change and diversity (1SS ESG, 202120)).
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Figure 3.18. Forms and topics of institutional investor engagement

Engagement in Asia takes place mostly through informal dialogue and focuses on business fundamentals

A. Forms of engagement used B. Topics of engagement
185 respondents 183 respondents

. Financial performance
Informal dialogue

Business strategy
Voting Capital allocation and capital structure

Risk management
Written letters to the board

Board and management composition

Collaborative engagement 39% ESG strategy
Diversity, equity and inclusion
Filing shareholder resolutions  12% Anti-corruption and business ethics

Auditors and audit-related issues
Public campaigns | 7%

Executive pay

Note: Respondents could select multiple options. Percentages therefore sum to more than 100 per cent.
Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

The two most frequently cited barriers to engagement were cultural and language barriers, and the
prevalence of complex ownership structures and the dominance of controlling shareholders; both were
reported by more than 40% of respondents (Figure 3.19). This second reason is consistent with the level
of concentrated ownership in many Asian markets, which can hinder effective shareholder engagement.
The third most common reason, difficulty accessing key decision-makers (42%), further highlights the
relational and communication challenges that constrain meaningful dialogue between investors and
companies. Other obstacles include a lack of corporate disclosure (34%) and limited responsiveness or
resistance from companies to shareholder engagement (33%), reflecting ongoing issues around
transparency and accountability. Legal or regulatory constraints or uncertainty were cited by 32% of
respondents as further impediments to proactive stewardship.
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Figure 3.19. Key barriers to institutional investor engagement with companies

Cultural and language barriers, and complex ownership structures are the leading barriers to engagement in Asia

228 respondents

Cultural/language barriers

Complex ownership structures and dominance of controlling shareholders
Difficulty accessing key decision-makers

Lack of corporate disclosure

Lack of company responsiveness or resistance to shareholder engagement
Legal or regulatory constraints or uncertainty

Limited internal resources or staff capacity for engagement

Lack of internal expertise on local corporate governance and market practices

Lack of proxy adviser services
Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

From an investor perspective, capacity constraints could also act as barriers to engagement. Limited
internal resources or staff capacity were identified as obstacles by 25% of respondents, while 24% noted
a lack of internal expertise on local corporate governance and market practices. These findings echo a
broader theoretical point. As the benefits of engagement are shared across all shareholders while the costs
are borne by the engaging investor alone, monitoring is systematically underprovided, reflecting the classic
free-rider problem in collective action (Edmans and Holderness, 201721;). The challenge is particularly
acute for institutional investors with broadly diversified portfolios, where engagement costs are amplified
by the sheer number of holdings, a constraint often associated with passive investment models. Finally,
10% of respondents cited the lack of proxy adviser services, highlighting the limited availability of external
service providers for engagement.

Collaborative engagement can amplify investor influence and improve dialogue with investee companies
by pooling insights and presenting a consistent voice. The empirical evidence points to a marked difference
in effectiveness: collaborative ESG engagements achieve a success rate of around 45%, against only 3%
for ESG engagements pursued individually (Dimson, Karakas and Li, 2026(22]). Despite these potential
gains, the OECD survey reveals significant obstacles. Resource limitations and the lack of trust or
alignment among investors are the two most frequently cited barriers, each identified by 53% of
respondents (Figure 3.20). Institutional investors often diverge in investment strategies, engagement
priorities and attitudes towards corporate intervention, while limited resources hinder sustained
collaboration, especially for smaller asset managers without the staff or expertise to participate in joint
initiatives. Concerns about competitive conflicts (44%) and legal risks such as concert party rules and
antitrust restrictions (42%) further deter co-operation. Finally, the free-rider problem, where investors
benefit from others’ engagement efforts without contributing themselves, was cited by 20% of respondents.
Together, these factors have constrained the broader use of collaborative engagement to strengthen
corporate governance and promote long-term value creation.

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026



| 85

Figure 3.20. Main barriers to collaborative engagement

Resource limitations and lack of trust among investors are the most frequently cited obstacles

356 respondents

Resource limitations

Lack of trust or alignment among investors
Concerns about competitive conflicts
Legal risks {concert party rules, antitrust)

Free-rider problem

Note: Respondents could select multiple options. Percentages therefore sum to more than 100 per cent.
Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

Importantly, legal risk remains a key barrier to collaborative engagement. In some jurisdictions, such
engagement may risk breaching concert party rules. In others, investors acting collectively may be deemed
to hold shares jointly, thereby triggering additional administrative requirements, such as the obligation to
file a large shareholding report. Japan offers a recent example of how regulators can respond to such
concerns. The third revision of Japan’s Stewardship Code, published in June 2025, was explicitly aimed
at promoting collective and collaborative engagement and increasing the transparency of beneficial
shareholders, building on a prior amendment to the Financial Instruments and Exchange Act that clarifies
the scope of joint holders under the large shareholding reporting rules (JFSA, 202523)). These efforts have
provided investors with greater legal certainty to engage collectively and signalled the regulator’s intention
to foster a more open and co-operative environment for stewardship activities.

3.3.2. Voting and sustainability integration

Voting remains one of the most common forms of shareholder engagement among institutional investors
in Asia. According to the OECD survey, 63% of respondents reported regularly exercising their voting
rights. Of these, 48% vote for most of the companies in their portfolios, while 15% limit their voting activity
to their top holdings or a select number of companies (Figure 3.21, Panel A). In contrast, 37% of
respondents indicated that they do not exercise their voting rights. This relatively high rate of non-
participation may reflect a combination of practical challenges, such as limited resources and the
outsourcing of voting functions to global headquarters, as well as a perceived lack of influence in markets
with concentrated ownership structures.

The majority of institutional investors in Asia have established formal voting policies to guide proxy voting
decisions. Specifically, 55% of respondents indicated having a formal, documented voting policy in place
(Panel B). This suggests a growing trend in stewardship practices in the region, as well as an effort to align
voting activities with internal governance frameworks or fiduciary obligations. However, the results also
show that a significant proportion of investors have less formalised approaches. Nineteen per cent of
respondents said they follow informal internal guidelines, and 18% said they have no voting policy at all.
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Figure 3.21. Voting practices and policies among institutional investors

Most Asian institutional investors regularly vote, and the majority have a formal voting policy in place

A. Exercise of voting rights in Asia B. Existence of formal voting policies
W Yes, we vote on most companies in our portfolio m Yes, we have a formal, documented voting policy
Yes, we vote on selected companies in our portfolio No, but we follow informal internal guidelines
m No, we do not exercise our vote No voting policy
= Not sure
191 respondents 251 respondents

Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

Institutional investors in the region tend to align with company management on most voting matters, with
only a minority consistently opposing proposals. In particular, 26% of respondents vote against
management proposals less than 1% of the time and 29% between 1% and 5% (Figure 3.22). This means
that over half (53%) of investors rarely oppose management decisions. Meanwhile, 21% report voting
against management proposals between 5% and 10% of the time. Only 17% of respondents indicate that
they oppose management proposals more than 10% of the time, reflecting a smaller, yet still significant,
group of investors who are more active or critical. Finally, 7% of respondents say they never vote against
management proposals.

Figure 3.22. Institutional investor dissent on management proposals
Over half of Asian institutional investors oppose fewer than 5% of management proposals

M Less than 1% Between 1% and 5% Between 5% and 10% Over 10% m Never
89 respondents

Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

Although only a small share of institutional investors engages directly with companies on their ESG
strategy, a growing number are integrating ESG considerations into their investment processes. Among
the institutions surveyed, 68% reported that they consider ESG factors when making investment decisions,
while 32% do not take them into account at all (Figure 3.23, Panel A).

Among investors who consider ESG factors, the most common approach is negative screening or
exclusion: 64% use this strategy to avoid or divest from companies that fail to meet specific ESG criteria
(Panel B). The second most prevalent strategy, used by 59% of investors, involves ESG integration, which
means incorporating ESG metrics into financial analysis and valuation models to inform investment
decisions. Furthermore, 48% of investors practise active ownership to promote better ESG performance
and disclosure. For example, they use voting and direct dialogue to encourage investee companies to
improve their ESG performance.
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Figure 3.23. Integration of ESG factors into investment decisions by institutional investors

Around two-thirds of Asian institutional investors consider ESG factors, most often through negative screening

A. Share of institutional investors who consider ESG in the investment process
319 respondents

Yes, 68% No, 32%

B. Main approaches to integrate ESG factors 217 respondents

Avoid or divest from companies/sectors that fail to meet defined
ESG criteria (e.g. tobacco, thermal coal, weapons)

Incorporate ESG metrics directly into valuation models, risk
assessments or credit analysis

Use voting rights and direct dialogue with companies to improve
ESG practices and disclosures

Note: For Panel B, respondents could select multiple options. Percentages therefore sum to more than 100 per cent.
Source: OECD Survey on Institutional Investor Engagement in Asia; see Annex A for details.

3.3.3. Investor activism

Investor activism aims to influence a company’s strategy or decisions to improve financial performance or
advance specific goals, such as enhancing corporate governance, increasing transparency or integrating
ESG considerations into corporate decisions. Common forms of activism include shareholder proposals,
proxy campaigns and direct engagement with management.

Investor activism has been most prevalent in the United States, which alone accounted for about 80% of
campaigns in 2025 (Figure 3.24, Panel A). In contrast, Asian companies were targeted by only 29 activism
campaigns in 2025, representing only 6% of the global total. While this share remains low, Asia
experienced an upward trend in activism between 2016 and 2021, followed by a decline in recent years
(Panel B). Institutional investors were the most common activist shareholders every year, initiating nearly
two-thirds of all activism campaigns in Asia during the period.

Figure 3.24. Investor activism campaigns by region and investor type

Asia records less investor activism compared to globally, with moderate increase over the last decade

A. By target region, 2025 B. By investor category
. i Government
H Asia = Europe = United States ~ Others Corporation
Individual
s nstitution
12% == Share of institutional investors (RHS)
60 L 0
100%
S0 T L 80%
40 .
Total 30 - 60%
491 20 | - 40%
10 | - 20%
0 - 0%

2016 17 18 "9 20 21 '22 23 24 25
Note: In Panel B, investors are classified following De La Cruz, Medina and Tang (2019p4)) “Owners of the world’s listed companies”.
Source: LSEG; OECD calculations; see Annex A for details.
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A notable feature of shareholder activism in Asia is its strong concentration within a few jurisdictions. Of
the 18 Asian jurisdictions analysed, half did not see any activist campaign since 2010. Japan had the
highest number of campaigns, accounting for 43% of all campaigns in Asia during the period (Figure 3.25).
China and Korea also experienced relatively high levels of activism compared to other jurisdictions.
Together with Japan, these three markets accounted for 78% of all activist campaigns in Asia.

Figure 3.25. Activism campaigns in Asia by target jurisdiction, 2010-2026

Investor activism campaigns are mostly concentrated in few jurisdictions

2 ~
00 165
150
100 | 83
47

50 26 22 18 12 6 1
0

Japan China Korea Hong Kong  Chinese India Singapore  Malaysia Pakistan

(China) Taipei

Note: Data shows shareholder activism in Asia between 2010-2026. Data is only available until end of March 2026.
Source: LSEG; OECD calculations; see Annex A for details.

Across the four regions analysed, investor activism campaigns generally raise similar issues, with the top
three topics accounting for around two-thirds of all campaigns. The most common topic is shareholder
rights (Figure 3.26), which accounts for 41% of activism campaigns. This reflects investor concerns relating
to concentrated ownership structures, limited protections for minority shareholders and the need for more
equitable treatment of investors.

The second most common topic is “seeking alternatives”, which typically involves proposals for strategic
actions such as divestitures, spin-offs or company sales, to enhance shareholder value. This topic is
prevalent in the United States, where it constitutes 27% of all campaigns. In Asia, it represents 17% of
activist campaigns, reflecting a growing appetite for value-enhancing corporate restructuring. Board
representation is the third most common topic across all regions and represents 9% of all investor activism
in Asia.

Figure 3.26. Investor activism campaigns by subject, 2010-2026
Shareholder rights is the most common investor activism topic across all regions and especially prevalent in Asia

Shareholder rights Seek alternatives Board representation Other
Asia 9%
Europe 13%
United States 15%
Others : . 15% . . |
0% 20% 40% 60% 80% 100%

Note: Figure shows top 3 topics for shareholder activism campaigns in each region. The data covers global shareholder activism campaigns
between 2010-2026. Data is only available until end of March for 2026.
Source: LSEG; OECD calculations; see Annex A for details.
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3.4. Policy considerations

Supporting the development of a strong and diversified institutional investor base. Institutional
investors continue to play a relatively limited role in many Asian capital markets, where ownership remains
concentrated among corporate, public-sector and strategic individual shareholders. In particular, non-
domestic investors hold the majority of institutional equity in Asia, but their participation remains uneven
and concentrated in a few markets. Policy efforts to strengthen the domestic institutional investor base
could include widening pension-fund coverage, gradually shifting towards asset-backed pension systems
and providing appropriately flexible investment mandates, while preserving prudential safeguards. These
measures can expand the pool of long-term capital and support market liquidity and price discovery. At the
same time, policy efforts to facilitate greater participation by non-domestic investors could focus on
improving market accessibility, harmonising disclosure standards and reducing cross-border investment
frictions. Such reforms can complement domestic institutional capacity and deepen capital markets. The
growing influence of global benchmark indices and passive investing further increases the importance of
accessibility reforms.

Reinforcing stewardship frameworks and aligning incentives across the investment chain. As
savings are increasingly intermediated through complex investment chains, the distance between
beneficial owners and the agents exercising shareholder rights has grown. Many Asian jurisdictions have
stewardship codes, but their design and enforcement vary and resources remain limited. Further
refinement of stewardship frameworks could help ensure that they reflect local conditions, align incentives
with the long-term interests of beneficiaries, and benchmark against the G20/OECD Principles of
Corporate Governance.

Promoting issuer practices that facilitate constructive engagement and ensure equitable treatment
of shareholders. Effective stewardship also depends on issuer readiness. Consistent with the G20/OECD
Principles of Corporate Governance, listed companies are expected to ensure the equitable treatment of
all shareholders, including minority and foreign investors, and provide accessible channels for dialogue on
material governance matters. Reducing practical barriers, such as restrictive annual general shareholder
meetings access, short notice periods and limited English-language documentation, would broaden the
scope for meaningful engagement, particularly for non-domestic investors.

Enhancing transparency, disclosure and voting infrastructure. Transparency on voting policies, voting
records and conflicts of interest underpins accountability across the investment chain. Most Asian
jurisdictions expect disclosure of voting policies, but far fewer require detailed voting outcomes, and
investors face operational obstacles to voting. Policymakers can promote greater consistency and
granularity of voting disclosure, modernise voting infrastructure and address practical constraints such as
the clustering of annual general meetings.

Strengthening oversight of proxy advisers and other intermediaries. Proxy advisers play a growing
role in voting outcomes in Asia, yet regulatory approaches differ widely. In line with the G20/OECD
Principles of Corporate Governance, it is important to ensure that proxy advisers disclose their
methodologies, manage conflicts of interest and maintain adequate analytical resources. Oversight
calibrated to market size and maturity can reinforce trust in the broader stewardship framework.

Coordinating capital market regulation, corporate governance frameworks and investor policies.
Effective institutional investor engagement depends on consistency between market rules, governance
frameworks and stewardship expectations. Family-controlled groups, cross-shareholding structures and
significant state ownership often confine institutional investors to minority positions. Strengthening minority
shareholder protection, board independence and related-party transaction enforcement would enhance
engagement, while narrowing overly broad concert party rules avoids disproportionate consequences for
constructive dialogue. Governance reforms of state-owned enterprises can further improve
responsiveness to shareholders.
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Strengthening active ownership to support long-term value creation and market trust. Engagement
in Asia tends to focus on financial performance and business strategy, with sustainability topics playing a
more limited role and shareholder activism remaining rare. Persistent valuation discounts have been linked
to ownership concentration, conservative capital allocation and limited institutional-investor pressure.
Active and well-resourced stewardship can encourage more efficient capital allocation, stronger
shareholder returns and more consistent integration of long-term value drivers, including sustainability and
human capital, into investment processes. Policymakers can support this through capacity building,
fiduciary-duty frameworks that recognise financially material long-term factors, and broader reforms to
expand the investor base.
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Human capital

This chapter examines human capital management and disclosure practices
among listed companies in Asia. It reviews existing reporting frameworks and
assesses the scope and comparability of disclosed workforce-related
information. It also documents the reported values of key human capital
indicators across regions and sectors, highlighting broad patterns and
differences in workforce characteristics. The analysis further explores the
relationship between human capital practices and financial performance. The
chapter concludes with policy considerations aimed at improving the quality,
comparability, and decision-usefulness of human capital disclosure, and
supporting corporate resilience and long-term value creation through
improved human capital management practices.
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Key messages

e Human capital is a central driver of value creation and risk management, with investors
increasingly relying on workforce-related information to assess corporate performance, risks
and prospects. Companies representing 68% of market capitalisation operate in sectors where
human capital risks are considered to be financially material.

e Human capital disclosure is shaped by multiple frameworks, including GRI, SASB and IFRS S1,
but differences in scope, materiality approaches, and metrics may limit comparability and
consistency across companies and jurisdictions. There is currently no internationally recognised
disclosure framework for investors specifically dedicated to human capital disclosure, although
some national authorities, such as Japan, have developed their own frameworks.

e Disclosure practices remain uneven across regions. While companies representing 88% of
global market capitalisation disclose human capital information, the overall share of reporting
companies remains lower in Asia than in Europe and the United States.

e There is substantial variation across regions and industries in many key human capital
indicators, reflecting differences in workforce composition, sectoral characteristics and
regulatory environments. This underscores the importance of contextual and qualitative
disclosures alongside quantitative metrics.

e FEvidence suggests a positive relationship between human capital practices and financial
performance. Companies with higher returns on equity tend to exhibit higher average training
hours and lower employee turnover rates, a pattern that also holds across companies in Asia
and its subregions.

4.1. Introduction

Human capital management covers a broad range of workforce-related practices, policies and outcomes
that shape a company’s productivity, resilience and long-term performance. It includes areas such as skills
development, employee engagement, workforce mobility and retention, diversity and inclusion, health and
safety, and labour and human rights practices. Globally, investors have started to seek relevant information
to assess the capabilities and characteristics of a company’s workforce, as well as the policies being
employed that may enhance a company’s labour productivity and workforce resilience.

Human capital risks are currently considered the most important type of sustainability-related risk,
surpassing climate-related risks (OECD, 2025(1;). Additionally, in an engagement study by the IFRS
Foundation, over 150 investor organisations noted that workforce-related information is now considered
essential for assessing corporate prospects, estimating expected cash flows, and determining the cost of
capital (IFRS Foundation, 20252). Further, in a recent analysis of 544 large European listed companies
from 12 different industries, 99% deemed their “Own Workforce” content as material (EFRAG, 2025(3)).

4.2. Disclosure frameworks and standards

While human capital-related information is incorporated into widely used sustainability reporting
frameworks and standards, there is currently no internationally recognised disclosure standard specifically
focused on human capital and tailored to investor needs. Several frameworks and standards address
human capital disclosure under a variety of objectives, stakeholder priorities and materiality approaches.
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As a result, they capture human capital through varied metrics, scopes, and levels of prescriptiveness,
which may make comparison challenging.

This section provides an overview of the leading disclosure frameworks and standards at the international
level, and their key features.

4.2.1. IFRS S1

The IFRS S1 General Requirements for Disclosure of Sustainability-related Financial Information (IFRS
S1) is a reporting standard issued and maintained by the International Sustainability Standards Board
(ISSB). It establishes a framework for companies to disclose sustainability-related risks and opportunities
that could affect their financial standing or prospects (IFRS, 202544;). Although human capital is not explicitly
addressed as a standalone topic in IFRS S1, companies can still disclose related information and add
additional industry-specific workforce metrics through the SASB Standards. The ISSB is currently
assessing whether to develop a standard specifically for human capital (IFRS Foundation, 2026s)).

4.2.2. Sustainability Accounting Standards Board

The Sustainability Accounting Standards Board (SASB) Standards consist of 77 industry-specific
standards focused on financially material sustainability topics for investors (SASB, 2026(). In 2024,
3 497 listed companies making up USD 70 trillion in market capitalisation used SASB Standards, with the
strongest reporting in the United States, Developed Asia-Pacific excluding the United States, and in Europe
(OECD, 2025;1)).

SASB Standards cover five sustainability dimensions, including human capital. However,
workforce-related issues may also appear under other dimensions such as “social capital” and “business
model and innovation”. For example, labour issues related to a company’s supply chain may fall under
“business model and innovation”. Approximately 17% of all SASB metrics are human capital related, and
71% of industries have at least one associated human capital related metric (IFRS Foundation, 20247)).

SASB Standards are structured around financial materiality, identifying sustainability issues that a
reasonable investor would consider important in making an investment decision. The standards prioritise
investor needs and apply industry-specific reasoning to include only disclosure topics that would likely be
considered financially material. In addition to quantitative metrics, SASB recommends qualitative
disclosures on human capital strategies, talent development, workforce planning and organisational
culture.

4.2.3. Global Reporting Initiative

The Global Reporting Initiative (GRI) Standards provide detailed, topic-specific guidance on disclosing an
organisation’s impacts on the economy, environment, and society, including extensive coverage of human
capital issues (GRI, 2026s;). GRI Standards are the most widely used sustainability disclosure standards
and covered over 6 500 listed companies globally, representing 61% of global market capitalisation in
2024. This includes 2 590 companies in Developed Asia-Pacific excluding the US, representing 73% of
the region’s market capitalisation, and 944 companies across Emerging and Developing Asia excluding
China, making up 43% of the region’s market capitalisation (OECD, 2025y1)).

GRI adopts a double-materiality approach, considering both the financial relevance to the company and
the broader impact on stakeholders and society. While GRI Standards include specific guidance for 40
“high impact” sectors, they remain less industry-specific than SASB Standards, reflecting broader sector
definitions and more limited sectoral coverage compared with SASB’s 77 industry-level standards.
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GRI Standards incorporate some human capital elements into general disclosure modules but also offer
human capital specific modules. To report in accordance with GRI, companies must comply with the
universal standards (GRI 1-3), covering reporting principles, organisational context, and the identification
of material topics. Within GRI 2, there are some workforce-related requirements including the total number
of employees and workers by working arrangement, gender, workforce turnover, and a breakdown of
permanent versus temporary contracts and full-time versus part-time employees.

The modules that provide further guidance on the disclosure of human capital topics include employment
(GRI401), occupational health and safety (GRI 403), training and education (GRI 404), diversity and equal
opportunity (GRI 405), non-discrimination (GRI 406), and local communities (GRI 413).

4.2.4. European Sustainability Reporting Standards

The European Sustainability Reporting Standards (ESRS) were developed by the European Financial
Reporting Advisory Group (EFRAG) under the mandate of the EU’s Corporate Sustainability Reporting
Directive (CSRD). Adherence to ESRS is mandatory for companies listed in the EU that fall within the
scope of the CSRD. ESRS follows a double-materiality approach.

The “Own Workforce” section of ESRS S1 requirements specifically focuses on relevant human capital
topics including workforce composition, working conditions, health and safety, training and skills
development, diversity and equal treatment, employee engagement and rights, and value chain workers
(EFRAG, 2022j9)). Companies must also complement quantitative metrics with corresponding qualitative
context and narrative content. This includes policies, strategies, governance structures, and management
approaches for workforce and human capital. ESRS also emphasises the disclosure of forward-looking
targets, and the tracking of progress towards such targets over time.

4.2.5. Human capital disclosure in Japan

At the national level, similar efforts to align with international sustainability disclosure frameworks have
also emerged. In 2025, the Sustainability Standards Board of Japan (SSBJ) issued a set of sustainability
disclosure standards to be applied in Japan covering general and climate-related disclosures (SSBJ,
2025107). These standards largely mirror existing ISSB Standards and do not introduce human capital-
related specificities (SSBJ, 2026111).

The Financial Service Agency’s (FSA) Cabinet Office Order on Disclosure of Corporate Affairs requires
listed companies to disclose human capital information since the fiscal year ending in March 2023 (FSA,
2018127). This requirement covers information on workforce development policies, policies on improving
the workplace environment, and associated metrics, targets, and progress towards targets. Qualitative
narrative is encouraged to contextualise these metrics. Amendments to the Cabinet Office Order, which
require disclosure of a “human capital management strategy aligned with their business strategy,” are
introduced to the Annual Securities Reports for the fiscal years ending March 2026 and thereafter.

In 2022, the Cabinet Secretariat, the FSA and the Ministry of Economy, Trade and Industry (METI)
published the Guidance for Human Capital Disclosures. A revised version, Strategy-Focused Human
Capital Disclosures, was released in March 2026 (FSA, 202613)). This publication provides principle-based
guidance on the disclosure of human capital information, clearly focusing on strategies and business
model, with the goal of supporting investor engagement on listed companies’ human capital management
strategy aligned with their business strategy.

The FSA’s Guidance encourages companies to provide contextual explanations for constructive dialogue
with investors and, where relevant, disclose human capital information by business segments. This may
help convey financially material human capital management strategies information to investors. The
Guidance also advocates for business segment-level disclosure, where relevant, as company-wide data
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in conglomerates may obscure differences across segments. The FSA’s Guidance is also designed to be
consistent with the ISSB standards, and it provides guidance for companies aiming at providing human
capital disclosures based on the four pillars in the IFRS S1.

Box 4.1. Human capital, Al and disclosure

Data from the U.S. Census Bureau’s Business Trends and Outlook Survey show that nearly 20% of US
companies reported using Al tools in April 2026, with adoption exceeding 30% in professional services,
information services, and finance, and higher usage among larger firms (U.S. Census Bureau, 2026}14)).
Across all OECD jurisdictions, generative Al adoption by individuals is around 20% overall, but is
significantly higher for individuals in the professional services (37%) and information and
communication services (57%) (OECD, 2026y15)).

Recent work has begun to shed light on how companies are deploying Al in finance. A recent OECD
study of financial institutions in Italy found that Al is already used for process optimisation like data
analysis, output generation, fraud detection, and risk management among others, with strong
experimentation efforts underway. These financial institutions also deploy a range of governance and
safeguard mechanisms such as human oversight, Al strategies and guidelines, alongside operational
risk frameworks. At the same time, many firms report uncertainty about the application of regulatory
and supervisory requirements for Al deployment, given the overlay of financial sector-specific policy
framework, cross-cutting Al regulation and other applicable rules. Constraints linked to organisational
factors, skills and cultural factors, costs and data-related challenges are also widely reported (OECD,
2026116)).

As Al tools become more widespread, their interaction with human capital presents both risks and
opportunities, including potential workforce displacement if adaptation lags, as well as productivity gains
when supported by training and investment. Existing sustainability-related disclosure standards and
frameworks, however, do not yet consider the growing role of artificial intelligence (Al) in the economy
and how it may affect human capital.

4.3. Market practices

This section examines the current market practices in human capital disclosure of listed companies. The
analysis draws on a global sample of 47 542 listed companies (27 679 of which are listed in Asia) covering
around USD 121 trillion in market capitalisation at the end of 2024. The analysis covers both how often
companies report selected human capital metrics and the average values of some of those indicators.

4.3.1. Disclosure levels

Human capital disclosure considers any of the 32 variables (for more information see Table A.A.14 in the
Annex A) connected to the larger categories of workforce investment, employee engagement, workforce
mobility, diversity and inclusion, health and safety, and labour and compliance practices.

Globally, 22% of listed companies representing 88% of market capitalisation disclose human capital
information Figure 4.1. This difference between the number of companies and their market capitalisation
share is observed across all regions, suggesting that larger companies are more likely to disclose human
capital information. The United States (59% by number of companies, 94% by market capitalisation) and
Europe (30%, 93%) show the highest levels of disclosure. This may be due to the binding nature of
reporting under SEC Regulation S-K — which includes pay ratio disclosure — in the United States and ESRS
in Europe, which require listed companies to disclose material human capital information.
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In Asia, 15% of companies representing 80% of market capitalisation disclose human capital information.
Above the regional average, 21% of companies (77% of market capitalisation) listed in ASEAN jurisdictions
and in China report such information.

Figure 4.1. Disclosure of human capital information by listed companies, 2024

Disclosure is widespread at the global level, with slightly lower rates in Asia overall compared to other regions
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Note: The global dataset used contains 47 542 listed companies. Of these, 27 629 are in Asia, 4 860 are in ASEAN, 6 534 are in China, 4 128
are in Japan, 5 772 are in South Asia, and 6 331 are in Other Developed Asia. South Asia includes Bangladesh, India, Pakistan, and Sri Lanka.
Other Developed Asia includes Chinese Taipei, Hong Kong (China), and Korea. The dataset used also includes 6 460 companies in Europe
and 4 587 companies in the United States. This figure may underreport information disclosed by companies in an unstructured format on their
websites but not collected or made available by the commercial database provider used for the analysis. This may be the case, for instance, in
Japan, where human capital disclosure has been mandatory for all listed companies since the fiscal year ending in March 2023.

Source: OECD Corporate Sustainability dataset; LSEG; see Annex A for details.

A regional and industry breakdown of reporting rates highlights higher disclosure among financials, utilities
and technology companies (see Table A.A.16 in the Annex A). The average number of human capital
disclosed metrics shows little variation across regions. Companies in the United States report slightly fewer
indicators than other regions do (see Table A.A.15 in the Annex A).

Workforce training

Globally, companies that disclose information on workforce training report an average of 35 hours of
training per employee annually, rising to 41 hours when weighted by market capitalisation (Figure 4.2). In
Asia, companies report an average of 39 hours of training per employee, or 56 hours when measured by
market capitalisation. This is higher than the global average and driven in part by China, where employees
receive an average of 55 hours of training.
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Figure 4.2. Average training hours per year per employee, 2024
Average training hours vary considerably by region, with Asia above the global average and China leading globally
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Note: The global dataset used contains 4 735 listed companies with data on average training hours. Of these, 2 678 are in Asia, 832 are in
ASEAN, 879 are in China, 233 are in Japan, 306 are in South Asia, and 427 are in Other Developed Asia. Additionally, 862 are in Europe and
467 are in the United States.

Source: OECD Corporate Sustainability dataset; LSEG; see Annex A for details.

At the industry level, training hours are higher in industries such as basic materials, energy, financials and
utilities (see Table A.A.17 in the Annex A).

Employee engagement

Employee engagement is measured by the percentage of employees represented by trade unions or
covered by a collective bargaining agreement. This is a component of employee engagement, as trade
unions may represent employee interests and engage in dialogue with company leadership.

Globally, about 35% of employees are represented by a trade union or covered by a collective agreement
among listed companies that disclose such an information, with the share slightly higher (39%) by market
capitalisation (Figure 4.3). The highest values are in China, where employee representation by a trade
union is mandatory where a union covering workers in the specific industry exists (OECD, 2025(1)). In Asia
as a whole, these figures are 48% by number of companies and 58% by market capitalisation. In South
Asia, around 24% of employees (27% by market capitalisation) are represented by a trade union.
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Figure 4.3. Employees represented by trade unions or collective bargaining agreements, 2024

Union representation is highest in China and lowest in South Asia and the United States
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Note: The global dataset used contains 4 586 listed companies with data on union membership and coverage by collective bargaining
agreements. Of these, 1 523 are in Asia, 213 are in ASEAN, 310 are in China, 231 are in Japan, 537 are in South Asia, and 232 are in Other
Developed Asia. Additionally, 773 are in Europe and 1 637 are in the United States.

Source: OECD Corporate Sustainability dataset; LSEG; see Annex A for details.

Trade union representation varies significantly across industries, with basic materials and utilities having
the highest rates of union representation (see Table A.A.17 in the Annex A).

Women'’s representation in the workforce and management

The percentage of women employees and managers provides an indication of gender representation within
the company. Higher representation of women in the general workforce and in management roles may
indicate that a company is drawing from a broader talent pool, potentially enhancing access to skills and
capabilities that support overall workforce quality. There is evidence that gender diversity, particularly
among managers, is positively related to company productivity (Criscuolo, 202117)).

Globally, women represent an average of 35% of employees among listed companies that disclose such
information, and up to 36% on a market-capitalisation weighted basis (Figure 4.4). In Asia, these figures
are slightly below the global average at 32% and 34%, by number of companies and by
market capitalisation, respectively. ASEAN companies are higher than the global average, with women
representing 39% and 42% of the workforce by number of companies and market capitalisation,
respectively. Companies in South Asia present much lower shares, with women making up 13% and 17%
of the workforce when computed by number of companies and by market capitalisation, respectively.

The advancement gap, defined as the difference between the percentage of women in management
positions and the percentage of women in the overall workforce, captures not just the presence of women
in the workforce, but whether they progress into senior roles. It provides an indicator of potential barriers
to career advancement within companies. An advancement gap of zero indicates parity between women'’s
representation in management in the broader workforce, while a negative value indicates
underrepresentation of women in management relative to their presence in employment.

Globally, the advancement gap is approximately -5 percentage points. The largest gap is observed in
Japan, where women’s representation in management is around 17 percentage points lower than their
share of the overall workforce. The gap is also particularly pronounced in China and Other Developed Asia.
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South Asia exhibits the smallest gap in magnitude; however, this may partly reflect a bottoming-out effect,
as the region also has the lowest share of women in the workforce overall.

Figure 4.4. Women employees, 2024

Representation of women in the workforce lags in South Asia, while other regions are closer to the global average
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Note: Advancement gap corresponds to the red and purple dots, measured against the right axis. The global dataset used contains 7 551 listed
companies with data on the percentage of women employees. Of these, 3 496 are in Asia, 927 are in ASEAN, 1 024 are in China, 405 are in
Japan, 688 are in South Asia, and 451 are in Other Developed Asia. Additionally, 1 697 are in Europe and 1 128 are in the United States.
Further, a regional breakdown of the percentage of women in management is available in Table A.A.15 in Annex A.

Source: OECD Corporate Sustainability dataset; LSEG; see Annex A for details.

The share of women employees varies significantly across industries. Financials and healthcare have
higher percentages of women than other industries do, while the basic materials and energy sectors have
the lowest shares of female employees. For female managers, globally, the financial and healthcare
sectors have the highest proportions of women in management roles (Table A.A.18).

Health and safety

Workplace-related injuries can result in direct costs to the company, as the company may be required to
pay directly for the resultant medical expenses, face production delays, increases in insurance costs,
lawsuits or regulatory actions, hiring difficulties, and harm to the company’s wider reputation by its
association with dangerous working conditions.

The global injury rate is around 4.6 reported injuries per million hours worked among listed companies that
disclose the metric (3.8 when weighted by market capitalisation) (Figure 4.5). In Asia, the rate is lower, at
2 injuries per million hours (1.2 by market capitalisation), and companies in China report an average of 0.7
injuries per million hours (0.5 by market capitalisation).
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Figure 4.5. Reported injuries per million hours, 2024

Differences in industrial composition and reporting practices introduce substantial variation in reported injury rates
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Note: The global dataset used contains 4 909 listed companies with data on the injury rate. Of these, 2 233 are in Asia, 597 are in ASEAN, 503
are in China, 200 are in Japan, 587 are in South Asia, and 344 are in Other Developed Asia. Additionally, 1 079 are in Europe and 732 are in
the United States.

Source: OECD Corporate Sustainability dataset; LSEG; see Annex A for details.

A company’s health and safety metrics are best interpreted in context, as there is significant variation
across industries and jurisdictions, which may reflect different reporting incentives and public sector
monitoring of health and safety issues. Different industries are differently exposed to the risk of injuries.
The injury rate is higher in consumer cyclicals, consumer non-cyclicals and industrials (Table A.A.19).

Workforce turnover

Employee turnover measures the share of employees leaving a company relative to the size of its
workforce over a year. Alongside narrative context and benchmarking against peers, regional, and industry
patterns, employee turnover can be an important indicator of the organisational state of a company.

Globally, annual employee turnover is 16% by number of companies and 11% if weighted by market
capitalisation (Figure 4.6). In most regions, companies with higher market capitalisation have lower
turnover rates. The exception to this pattern is Japan, where turnover is slightly higher in large companies.
Research has noted that the low turnover and long tenure of employees in Japan is potentially tied to the
strong seniority-wage link and tenure-based tax deductions for retirement allowances (OECD, 20241g)). In
Asia, average turnover is 16% by number of companies and 11% by market capitalisation.

Some regional figures may be influenced by the industrial composition of the national workforce, as well
as the legislation or business culture that may favour job security to a greater or smaller extent.
Understanding the context and using appropriate benchmarks makes employee turnover a much more
useful metric for evaluating the financial prospects and risks of a company. Employee turnover rates are
available by industry in Table A.A.20, which shows that consumer cyclicals and real estate have higher
turnover rates, while turnover is low in the utilities sector.
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Figure 4.6. Employee turnover, 2024

Turnover is lowest in Japan and highest in South Asia, with larger companies generally exhibiting lower turnover
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Note: The global dataset used contains 5 506 listed companies with data on employee turnover. Of these, 2 811 are in Asia, 766 are in ASEAN,
765 are in China, 260 are in Japan, 599 are in South Asia, and 420 are in Other Developed Asia. Additionally, 1 279 are in Europe and 570 are
in the United States.

Source: OECD Corporate Sustainability dataset; LSEG; see Annex A for details.

4.3.2. Disclosure quality of employee turnover statistics

There are some nuances in the way employee turnover is to be calculated and disclosed according to the
GRI Standards, SASB Standards and ESRS. In GRI and ESRS reporting, the base value of total
employees for the reporting period is left to the company to choose and disclose, though this is often, in
practice, the average or end of period number of employees. In SASB Standards, companies are
requested to use the average number of employees throughout the year.

GRI Standards and, for some industries, SASB Standards require that reporters provide segmented
turnover for employees by age group, gender and region. Depending on the industry, SASB Standards
may also require separate figures for involuntary and voluntary turnover. By any of the three standards,
companies should provide accompanying context to turnover rates and how they are connected to their
financial prospects or business model.

In an original analysis of the disclosure of employee turnover by 20 selected Asian companies of varying
financial size, domicile, and industry, nearly all of them refer to GRI Standards.’ Several also mentioned
SASB, with no obvious clustering by financial size, country, or industry. Although GRI requires companies
to disclose the method or formula used for calculating turnover, not all companies following GRI do so.

Only some of the largest reviewed companies explicitly state the scope of employees used to calculate
turnover. These scopes may be restricted to domestic employees or full-time employees only. Companies
of all sizes, domiciles, and industries report turnover by some segmentation, typically by gender, age group,
region or office location, or by employee function. About a third of examined companies disclosed a
breakdown by voluntary and involuntary disclosure. Larger companies tend to disclose voluntary and
involuntary metrics more often than smaller companies.

About half of the companies examined disclosed turnover with context that connects recent developments
or company practices to the turnover statistic. Although present in smaller companies as well, this is most
prevalent amongst larger companies. A small number of typically large companies include a specific
statement on the materiality of turnover as it relates to their business prospects.
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4.4. Human capital and financial performance

Research on the relationship between human capital management and financial performance suggests
that a company’s unique, internal strategic resources such as the skills and attributes of its workforce, can
create a sustained competitive advantage, beyond wider industry patterns and macroeconomic conditions
(Barney, 199119)). Early empirical evidence demonstrated that “high-performance work practices,”
including selective hiring, incentive compensation, and employee training and engagement, are positively
associated with financial outcomes and intermediate workforce measures such as productivity and
turnover (Huselid, 199520)).

Since then, academic research has found associations between a company’s human capital management
practices and the company’s financial performance. A comprehensive literature review of 21 studies on
this relationship, conducted by the Oxford Initiative on Rethinking Performance, found a positive and
significant relationship between high-quality human capital management practices and financial
performance in 18 of those studies (Giamos, 202421;). This is further corroborated in the IFRS’ recent
literature review, finding that correlations between human capital and financial outcomes are well
established, but that poor disclosure quality could still mask such effects and lead to mispricing (IFRS
Foundation, 20252).

Investor perspectives reinforce this evidence. A study commissioned by Japan’s FSA found broad investor
agreement that human capital materially affects corporate productivity and future cash flows. Investors
reported using human capital information to assess both risks and growth opportunities and generally
expect such information to be disclosed across industries, accompanied by qualitative context. Participants
also expressed concerns that existing disclosure standards do not fully capture decision-relevant human
capital information (Boston Consulting Group, 202522)).

4.4.1. Human capital management

Skill-building and capability development can span a wide variety of practices, including continuous training
and development, mentoring programmes and career development planning. These efforts can improve
productivity and innovation that is difficult for competitors to replicate. Selective hiring can also provide a
higher baseline level of productivity with the recruitment of better talent and can reduce costly turnover
caused by mismatching. Some examples of associated practices are rigorous recruitment and selection,
the consideration of both technical and behavioural competencies, and a focus on high-potential
employees (Huselid, 1995120;; Giamos, 202421)).

Performance-based incentives are also strategic components linked to improved financial performance.
These initiatives may better align employee incentives with the company’s strategy, increase effort and
accountability, and retain talent. This can come from pay-for-performance systems, bonuses tied to
outcomes or generally competitive compensation.

Employee participation and empowerment may also improve engagement and motivation. They can also
better inform management decisions with information known only to employees. This can come in the form
of formalised comment and suggestion systems, trade union or collective bargaining agreement
participation, team-based work structures, and a general effort to involve employees in higher-level
decision-making. Performance management systems can identify gaps and improve individual
performance, as well as align individuals with company-wide strategies. The related practices include
regular and frequent performance appraisal, feedback systems, and developmental reviews beyond typical
performance evaluations.

A positive work environment can also improve employee retention, which preserves company-specific
knowledge. Implementing work-life balance policies, flexible work arrangements, health and safety
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systems, and strong employee relations can improve the general work environment. Diversity, inclusion,
and fairness initiatives and practices can also broaden the talent pool.

Many of these principles are bundled into the concept of “High-Performance Work Systems” (HPWS).
Existing evidence seems to indicate that it is necessary to implement a coordinated, wide range of reforms
or practices, as standalone human resource management or human capital management policies are far
less effective than systemic changes (Huselid, 199520)).

Box 4.2. Strengthening board oversight and stakeholder engagement on human capital matters

Boards play a critical role in overseeing human capital practices and ensuring that material workforce
risks and opportunities are considered in strategy setting, risk management, and internal control
frameworks. Active board engagement can help integrate human capital considerations into value
creation and resilience, rather than treating them as stand-alone compliance issues. Dialogue between
companies, shareholders, employees, and other stakeholders can provide valuable insights into
workforce dynamics and expectations, helping companies better assess human capital issues that are
material to their business strategy and may need to be reflected in decision-making and disclosures.

4.4.2. Market analysis

To illustrate the relationship between human capital practices and financial performance, a cross-sectional
analysis is performed using data for the fiscal year 2024. Table 4.1 and Table 4.2 show average training
hours and employee turnover —among listed companies disclosing such metrics — disaggregated by region
and return on equity (ROE) quartile.? Quartiles are defined within regional, industry-specific ROE
distributions. Versions of these tables using return on assets (ROA) and price-to-earnings instead of ROE
are available in the annex, noting that the sample with positive price-to-earnings ratio is relatively small
and the upper quartile largely contains tech companies.

Table 4.1. Average training hours by region and ROE quartile, 2024

Higher average training hours are generally associated with stronger company performance across regions

Region ROE Quartile 1 ROE Quartile 2 ROE Quartile 3 ROE Quartile 4
Global 31.3 37.0 40.5 42.5
Asia 46.3 56.4 57.9 56.4
ASEAN 33.7 34.5 39.1 41.7
China 52.9 61.1 89.4 64.7
Japan 18.1 26.3 31.0 17.9
South Asia 18.9 49.2 50.8 51.0
Other Developed Asia 34.8 39.3 55.6 71.8
Europe 242 253 28.2 293
United States 248 222 254 220

Note: Average training hours are weighted by market capitalisation. The unweighted averages for training hours by ROE are in Table A.A.20.
Versions of this table using ROA and price-to-earnings ratio are available in the same table in Annex A. The sample used to create this table
contains 4 663 listed companies, of which 2 666 are in Asia, 831 are in ASEAN, 872 are in China, 233 are in Japan, 305 are in South Asia, 424
are in Other Developed Asia, 853 are in Europe, and 422 are in the United States.

Source: OECD Corporate Sustainability dataset; OECD Capital Market Series dataset; LSEG; see Annex A for details.

Globally, average training hours correlate with financial performance (Table 4.1). While companies in the
top ROE quartile provide more training than those in the bottom quartile at the global level, patterns vary
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across regions. In China, Japan and the United States, higher-performing firms do not consistently provide
more training than lower-performing firms, and relationships across quartiles are often non-linear. It should
be noted that training hours alone are insufficient to explain differences in company performance fully, and
that additional company and context-specific factors play an important role.

Globally, companies in the highest ROE quartile exhibit markedly lower employee turnover rates than those
in the lowest quartile (Table 4.2). This inverse relationship largely holds across regions. While turnover
does not decline monotonically across all intermediate quartiles in every region, the overall pattern is more
consistent than that observed for training hours.

This provides evidence of a negative relationship between employee turnover and financial performance,
as measured by ROE. Higher-performing firms generally experience lower employee turnover, suggesting
that employee retention is closely associated with stronger operational outcomes. This pattern is consistent
with the view that weak financial performance may both contribute to higher turnover and be exacerbated
by greater workforce instability, including through hiring and training costs.

Table 4.2. Turnover of employees by region and ROE quartile, 2024

Companies with the highest returns on equity tend to have lower employee turnover rates

Region ROE Quartile 1 ROE Quartile 2 ROE Quartile 3 ROE Quartile 4
Global 17.0 12.4 11.3 10.9
Asia 17.8 12.0 8.8 12.3
ASEAN 11.0 12.4 15.1 10.6
China 201 12.9 6.4 10.1
Japan 7.3 6.7 6.6 6.3
South Asia 235 26.0 15.7 16.2
Other Developed Asia 17.3 14.1 12.0 10.4
Europe 14.3 14.7 131 13.7
United States 16.4 13.3 1.7 7.8

Note: Turnover is weighted by market capitalisation. The unweighted averages for turnover by ROE are in the Annex A, Table A.A.21. Versions
of this table using ROA and price-to-earnings-ratio are available in the same table in Annex A. The sample used to create this table contains 5
429 listed companies, of which 2 799 are in Asia, 765 are in ASEAN, 758 are in China, 259 are in Japan, 598 are in South Asia, 418 are in Other
Developed Asia, 1 265 are in Europe, and 526 are in the United States.

Source: OECD Corporate Sustainability dataset; OECD Capital Market Series dataset; LSEG; see Annex A for details.

Taken together, the evidence from training hours and turnover suggests a nuanced relationship between
human capital and financial performance. While, globally, higher-performing firms tend to invest more in
workforce development and experience lower turnover, these relationships are neither uniform nor given.
This indicates that human capital initiatives matter not only in extent but in quality and context.

4.5. Policy considerations

Human capital is a key aspect of a company’s risk and value creation prospects, and the disclosure of
such information is key for investment decisions. Over 60% of companies in Asia, by market capitalisation,
operate in sectors considered to face financially material human capital-related risks (OECD, 2025(1)). In
2024, companies representing 80% of Asian market capitalisation disclosed human capital information,
demonstrating that companies recognise the importance of human capital (Figure 4.1)

Adopting high quality, internationally recognised standards. Although human capital information is
already integrated into widely used sustainability reporting standards and frameworks, including GRI and
SASB Standards, there is still no internationally recognised standard specifically designed to meet
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investors’ needs associated with human capital. Japan’s Guidance for Human Capital Disclosures
(revised)—Strategy-Focused Human Capital Disclosures is a notable development contributing to
strengthening comparability in the country and the usability of disclosures by foreign investors in the
absence of an internationally recognised disclosure standard for human capital. Policymakers may
consider encouraging companies across Asia to disclose high quality human capital information that
enables meaningful comparability across jurisdictions and regions.

Developing requirements or recommendations to expand the disclosure of material human capital
metrics in the region. Human capital disclosure rates are relatively high in Europe and the United States
and remain above those observed in Asia. Although this difference may be a result of unique economic
and financial developments, it may also be due to the obligatory nature of human capital disclosure in
some non-Asian jurisdictions. Policymakers in Asia may also consider developing requirements or
recommendations to expand the disclosure of material human capital metrics in the region.

Encouraging reporting of a broad set of material metrics and context. Academic research finds well-
established relationships between high-quality human capital practices and financial performance.
Evidence across global companies shows a positive relationship between ROE and the number of
employee training hours, and a negative relationship between ROE and turnover. Although these
relationships are neither strictly causal nor linear, they may provide a signal to incorporate into investment
decisions. Robust human capital information can also facilitate the monitoring of company-level risks.

The disclosure of human capital information is best utilised when paired with relevant context and narrative.
While narrative disclosure may be costly to produce, quantitative human capital metrics are sometimes
difficult to interpret in isolation. Without an explanation of a company’s business model, environment,
workforce composition, and relevant benchmarks, cross-company comparisons may be misleading or fail
to adequately identify the metric’s relationship to the company’s financial prospects. Policymakers may
consider encouraging reporting of relevant context and narrative material.

Leveraging human capital disclosure to support broader policy objectives. Policymakers with
mandates that extend beyond improving capital market efficiency may also draw on human capital
disclosure to monitor and promote long-term economic development and wider policy objectives.
Information on corporate policies related to skills development, employee engagement, and performance-
oriented compensation can inform public policies aimed at strengthening productivity, innovation, and
resilience in the corporate sector.

Standard setters may wish to consider the growing role of Al and its implications for human capital.
Survey data indicates rising Al adoption, particularly in professional services, information services and
finance, and among larger firms. As Al becomes more widespread, it may create workforce displacement
risks where adaptation lags but also support productivity gains when accompanied by training and
investment
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Notes

' To select 20 companies for detailed analysis of employee turnover disclosure, a subsample of Asian companies that
reported turnover in 2024 is identified, sorted by market capitalisation, and the top five companies from each quartile
are selected.

2 Return on equity (ROE) is computed as the net income of a company divided by its equity. Conceptually, this

corresponds to a company’s effectiveness in utilising funds invested by the shareholders to generate profit. A higher
ROE usually means better efficiency in using equity capital and is a key metric for investors.
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5 Developments in crypto-asset

markets

This chapter presents key developments in crypto-asset markets across
Asia, highlighting growing participation of both institutional and retail
investors, as well as the importance of stablecoins. It examines major risks
related to increasing interconnectedness between crypto-asset and
traditional financial markets, financial consumer protection, illicit financing,
and cyber-threats. The chapter also reviews recent policy initiatives and
regulatory developments across Asia and concludes with policy
considerations to support responsible innovation, consumer protection and
resilient financial markets.
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Key messages

o Crypto-asset markets have grown rapidly in the past decade, with stablecoins playing an
increasingly important role. Markets peaked at USD 4.4 frillion in market capitalisation in
October 2025, although falling back to around USD 2.6 trillion in April 2026.

o While stablecoins represent only 10% of the overall crypto-asset market capitalisation, they are
increasingly used to facilitate trading, lending and borrowing, as well as to support transactions
and liquidity provision within decentralised finance. Use cases are also emerging in remittances
and currency exchange, especially in jurisdictions with tighter capital controls.

e Asia has emerged as a major global hub for crypto-asset activity, although with diverging
adoption levels across jurisdictions. The region! saw a 69% year-on-year growth rate in
blockchain-based crypto-asset transactions between June 2024 and June 2025, the highest
among all regions. India and Korea have seen large financial inflows, while Viet Nam stands out
with financial inflows worth 55% of GDP in the same period.

e The growing interconnectedness between crypto-asset and traditional financial markets creates
risks of contagion. These risks stem from the price volatility and limited transparency of crypto-
assets, as well as potential liquidity mismatches, weak or opaque governance, and uncertainty
over the quality, liquidity and disclosure of reserve assets backing stablecoins. Further risks to
monetary sovereignty, capital flow management and macroeconomic stability may materialise
if crypto-asset markets continue to grow.

e Financial consumer protection remains critical to ensure safe retail investor participation and
avoid consumer harm. In past downturns, retail investors across Asia have born a
disproportionate share of losses. Previous lack of regulatory oversight left many of these
investors deprived of basic investor protections. Scams and fraud are also a significant risk in
these markets, in line with broader trends across the financial services sector.

e The misuse of crypto-assets as a channel for illicit finance is growing, reaching an estimated
USD 154 billion in 2025. Stablecoins are emerging as a preferred medium for sanctions evasion,
with approximately USD 180 billion in value received by sanctioned entities and jurisdictions
between 2020 and 2025. A major concern relates to the increasingly sophisticated and
professionalised networks involved, including state-linked actors.

o Crypto-asset markets also face cyber-security threats. Over the past decade, cyber-attacks
have caused approximately USD 16.5 billion in losses, with hackers targeting wallet-holders,
exchanges and service providers.

e Many Asian jurisdictions have consolidated their policy stances and regulatory frameworks, with
diverging approaches taken. Some jurisdictions have maintained a restrictive stance on crypto-
asset activity, while others have formalised their policy frameworks either by establishing crypto-
asset regulations for the first time, or by revising existing regulations to support orderly market
activity.

o Policymakers may consider encouraging stronger governance measures across the crypto-
asset industry, while maintaining a robust supervisory framework in line with global standards
(e.g. FSB Principles, IOSCO recommendations).

e Continued efforts are also needed to ensure robust financial consumer protection, including
through financial literacy strategies for retail investors.

e International co-operation remains crucial to combat crypto-assets misuse for illicit finance, and
persistent cyber-threats. This requires coordinated action across financial authorities,
cybersecurity agencies and the industry at the national, regional and global level.
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5.1. Global and regional crypto-asset market trends

Crypto-asset markets, made up of crypto-assets and stablecoins,? are growing rapidly worldwide, and are
increasingly interlinked with traditional financial markets. This includes a growing participation by
institutional investors, and the increasing institutionalisation of digital assets via various channels such as
crypto-asset related derivatives markets and exchange-traded funds (OECD, 2022(1).

Asia as a region is particularly active (Auer, Lewrick and Paulick, 20252)), driven by retail investor demand
and growing institutional investor participation (Chainalysis, 20253; OECD, 2024 4). Crypto-asset markets
present opportunities, such as portfolio diversification, financial inclusion and larger cross-border financial
flows. However, these innovative assets also pose risks relating to consumer protection and integrity that
could affect market stability.

Globally, crypto-asset markets have grown since 2021, reaching a market capitalisation of USD 4.4 trillion
in October 2025 (Figure 5.1). This marked a high point, with markets following a gradual downward trend
through the end of 2025 to reach USD 3 trillion at the start of 2026. Further devaluation continued through
April 2026, with market capitalisation dropping to USD 2.6 trillion on 21 April 2026.

Asia is playing an increasingly important role in global crypto-asset markets, with a growth rate of 69%
year-on-year in blockchain-based crypto-asset transactions as of June 2025 — the highest growth rate
across all regions (Panel B). This reflects various factors, including the high adoption rate of some populous
Asian jurisdictions, with India, Indonesia, Viet Nam, the Philippines and Pakistan being five of the ten top
crypto adopting countries in 2024 (Chainalysis, 2025;5; Ratha et al., 2023;). Demographic factors also
play a role, particularly in the ASEAN region, which combines a rapidly growing internet user base with a
young, tech-savvy population, many of whom are eager to participate in decentralised finance markets
(OECD, 20244)).

Figure 5.1. Global crypto-asset market capitalisation and transaction growth rate

Crypto-asset markets have grown rapidly in the past decade, with Asia experiencing the highest growth rate in 2025

A. Global market capitalisation of crypto-assets B. Growth rate in blockchain-based
» crypto-asset transactions
2025 USD, trillion October 2025,
S 4.4 trillion
2024 . 2025
4l 80%
3 L 60%
2+ 40%
1+ 20%
O e 1 1 1 1 1 1 1 1 1 0,
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 MENA  Europe North Africa Latin  Asia-Pacific
America America

Note: Panel A shows the total market capitalisation of 16 536 crypto-assets across 1 473 exchanges, encompassing most of the value and
volume of active crypto-assets publicly listed and traded. Values are adjusted using the average annual consumer price index, in 2025 prices.
Panel B show inflows into blockchain-based crypto-assets. In the Panel, “Africa” refers to Sub-Saharan Africa, and “Asia-Pacific” includes the
following jurisdictions: Afghanistan, Australia, Bangladesh, Brunei Darussalam, Cambodia, China, Hong Kong (China), India, Indonesia, Japan,
Kazakhstan, Korea, Kyrgyzstan, Lao PDR, Malaysia, Maldives, Mongolia, Myanmar, Nepal, New Zealand, Pakistan, Philippines, Singapore, Sri
Lanka, Thailand, Uzbekistan and Viet Nam.

Source: CoinGecko (2026y7), Crypto Market Cap Charts, https://www.coingecko.com/en/charts. Accessed 21 April 2026; Chainalysis (20253),
The 2025 Geography of Crypto Report, https://www.chainalysis.com/wp-content/uploads/2025/10/the-2025-geography-of-crypto-report-

release.pdf.
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Financial inflows to crypto-assets vary significantly across jurisdictions, with India and Korea receiving the
largest absolute flows in the twelve months to June 2025, followed by Viet Nam and Indonesia (Panel B).
When scaling financial inflows to crypto-assets as a share of GDP, Viet Nam led the region at almost 50%,
followed by Cambodia and Pakistan (28% and 26% respectively). In Viet Nam, this reflects significant
crypto penetration in a relatively small economy (Yokoyama et al., 2025, PWC, 20259), with previous
analysis showing that Viet Nam received the largest crypto-asset inflows of any ASEAN economy during
the 2020-2022 period, worth over 55% of GDP (OECD, 2024107). In Cambodia, the high ratio is amplified
by a smaller GDP base and a long-standing reliance on foreign-currency and digital channels for transfers
and payments (Duma, 201411;; UNESCAP, 2021112;; Ratha et al., 2023p). Pakistan shows a comparable
pattern, where significant cross-border inflows and limited formal financial intermediation have coincided

with sizeable crypto-asset activity when measured against GDP (Yokoyama et al., 2025;; Ratha et al.,
2023ig)).

Figure 5.2. Financial inflows to crypto-assets, June 2024-June 2025

India and Korea have seen the largest inflows, while Viet Nam leads the region when scaled for GDP
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Note: Figure shows inflows into blockchain-based crypto-assets. Values cover June 2024-June 2025. The share of GDP is based on 2025 GDP
figures, where available. For Cambodia and Sri Lanka, GDP values correspond to 2024.

Source: Chainalysis (20253), The 2025 Geography of Crypto Report, https://www.chainalysis.com/wp-content/uploads/2025/10/the-2025-
geography-of-crypto-report-release.pdf; Chainalysis (2025;]), The 2025 Global Adoption Index, https://www.chainalysis.com/blog/2025-global-
crypto-adoption-index/; IMF (2026p13)), GDP (Current Prices), World Economic Outlook, https:/www.imf.org/external/datamapper/
NGDPD@WEOQ/OEMDC/ADVEC/WEOWORLD .

Stablecoins are an increasingly important class of crypto-assets. The total market capitalisation for the five
largest stablecoins reached nearly USD 300 billion on 25 March 2026 (Figure 5.3, Panel A). While this only
represents around 10% of the market capitalisation of all crypto-assets, the value of the top five stablecoins
grew by 48% in 2025, from USD 200 billion on 1 January to USD 297 billion on 31 December.

Asia has recorded some of the fastest growth rates in crypto-asset adoption globally, with stablecoins
increasingly present (FSB, 2023}14)). In particular, Asia stands out with a share of around 30% of global
stablecoin trading activity in 2025 (Panel B). Stablecoins play a particularly prominent role in the ASEAN
region, accounting for at least 50% of total crypto-asset flows between 2020 and 2022, with that share
increasing significantly following the 2022 market downturn (OECD, 20244)).
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Figure 5.3. Global stablecoin market capitalisation trends

Stablecoins have become a major crypto-asset class, with high levels of activity in Asia

A. Market capitalisation of top five stablecoins B. Monthly stablecoin transactions, 2025
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Note: Panel A shows market capitalisation for the top 5 stablecoins for the period 1 January 2019 to 25 March 2026. Analysis is based on all
stablecoins and filtered to the top 5 as of 25 March 2026. Market capitalisation of each stablecoin covers issuance across all major blockchains.
Values are adjusted using the average annual consumer price index, in 2025 prices. Panel B dataset sourced from CoinDesk Research's
timezone-based stablecoin flows model. Data covers transactions from July 2024 to June 2025.

Source: CoinGecko (2025p15)), Stablecoins by Market Capitalization, https://www.coingecko.com/en/categories/stablecoins; CoinDesk (2026y1g)),
The Definitive Stablecoin Landscape Series: North America, https://www.coindesk.com/research/the-definitive-stablecoin-landscape-series-
north-america; Chainalysis (2025;3]), The 2025 Geography of Crypto Report, https://www.chainalysis.com/wp-content/uploads/2025/10/the-
2025-geography-of-crypto-report-release.pdf.

Stablecoins have been used across crypto-asset markets to facilitate trading, lending and borrowing, as
well as to support transactions and liquidity provision within decentralised finance (OECD, 2024p)). A
notable use of stablecoins where they could improve efficiency is as an alternative remittance channel, in
part due to their lower price volatility compared to other crypto-assets. Remittance volumes to Asian
jurisdictions are high: India, China, the Philippines, Pakistan and Bangladesh were among the top global
remittance receivers in 2023 (Ratha et al., 2023;). Stablecoins could lower the cost of remittances, as
evidenced by the fact that corridors with higher costs are better suited to stablecoins, particularly Tether,
replacing traditional channels. (Auer, Lewrick and Paulick, 20252;). Stablecoins may also be used by some
as a hedge against domestic currency volatility in emerging market economies (OECD, 20244)), and as a
bridge from fiat money to crypto-assets (OECD, 2022). In addition, stablecoins have lower price volatility
compared to other crypto-assets, making them better suited for such purposes.
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Box 5.1. Artificial Intelligence activity across Asia

This box provides updated data on Al-related activity in Asia, highlighting developments since the 2025
Asia Capital Markets Report (OECD, 2025(177), the report Artificial intelligence in Asia's financial sector
(OECD, 2025}18]), and the report Mobilising ASEAN Capital Markets for Sustainable Growth (OECD,

2024119)).

Figure 5.4. Al-related M&A activity and venture capital investments in Asia

Al-related activity intensified in 2025 and early-2026, with China continuing to dominate regional VC investment
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Note: Panel A and B show monthly total values of transactions. In Panel A, “Others” includes Bangladesh, Chinese Taipei, Hong Kong (China),
India, Indonesia, Korea, Malaysia, Mongolia, Pakistan, Philippines, Thailand and Viet Nam; and deal amount excludes semiconductors. In Panel
B, “Others” includes Chinese Taipei, Hong Kong (China), India, Malaysia, Singapore and Thailand. In Panel C and Panel D, Al-related start-ups
are defined as a private company that conducts research and delivers all or part of an Al system, or products and services that rely significantly
on Al systems. The figure covers start-ups in the financial and insurance services sector. Panel C includes the annual total values for all
economies shown in panel D, adjusted for inflation. Data downloads provide a snapshot in time. Caution is advised when comparing different
versions of the data.
Source: OECD (2025y1g)), Artificial intelligence in Asia's financial sector: A review of country policies, http://www.doi.org/10.1787/3385bbd8-en.
LSEG; OECD.AI (2026p07), The OECD Atrtificial Intelligence Policy Observatory, https://oecd.ailen/. Data from Pregin, last updated 2026-01-05,
accessed on 2026-03-24; publicly available sources.

ASIA CAPITAL MARKETS REPORT 2026 © OECD 2026



http://www.doi.org/10.1787/3385bbd8-en
https://oecd.ai/en/
https://www.preqin.com/

1117

Al adoption is accelerating across the region’s financial sector, although the depth and level of maturity
vary significantly between markets. Deployment is most advanced in banking, but is also expanding to
securities firms, asset managers, insurance companies and FinTechs. Lending remains the most
widespread application, followed by use cases in client onboarding and mobile banking.

Overall investments in Al-related startups operating in the financial and insurance sectors softened in
2025, although the number of investments increased slightly compared to 2024 (Panel C). In the period
2012-2025, China continues to dominate VC investments the region with a total of USD 16.6 billion (Panel
D), followed by India (USD 4.8 billion) and Singapore (USD 2.6 billion).

5.2. Key and emerging risks from crypto-assets

Crypto-assets present a wide range of applications and benefits, both materialised and theoretical (OECD,
2020213; 20251227). Some of these benefits relate to distributed ledger technologies such as blockchain, the
infrastructure through which crypto-asset tokens are issued and traded. They include the potential for
automation and greater efficiency in financial transactions. Smart contracts enabled by blockchain
infrastructures can enable faster, more automated, and potentially less costly transactions and streamline
processes such as issuance, corporate actions and post trade activities.

Nevertheless, crypto-assets present significant risks that, if not addressed, may affect the functioning of
traditional financial markets, alongside significant impacts for individuals and the real economy. This
section focuses on challenges relating to spillovers to traditional financial markets, financial consumer
protection, the misuse of crypto-assets for illicit finance, and growing cyber-security threats against wallet
holders, exchanges and other service providers.

5.2.1. Growing interconnectedness between crypto-asset and traditional financial
markets

The value of stablecoins is linked to the traditional assets used as reserves to back them, mainly short-
debt instruments. This increases the interconnectedness between traditional and decentralised finance,
ultimately raising the risk of spillover to the real economy (OECD, 2022;)). This is particularly pronounced
for stablecoins, which connect the two markets but also have structural weaknesses stemming from the
high degree of issuer concentration, lack of reserve transparency, uneven quality of backing assets, and
limited holder redemption rights in some jurisdictions. Liquidations of major stablecoin reserves could
trigger spillovers into debt markets and money market funds (OECD, 2022)).

Moreover, risks of spillovers and contagion could amplify during periods of stress (FSB, 2022/23]). Such
risks stem from both unbacked crypto-assets due to extreme price volatility and limited transparency, and
from stablecoins due to potential liquidity mismatches, weak or opaque governance, and uncertainty over
the quality, liquidity and disclosure of reserve assets. Shortcomings in market integrity and investor
protection across crypto-asset markets include risks from vertically integrated crypto-asset service
providers, weak governance, inadequate disclosures and fragmented cross-border trading structures
(I0SCO, 202324)).

For Asian emerging markets and developing economies, additional concerns arise from foreign
currency-pegged stablecoins, including risks to monetary sovereignty, capital flow management and
macroeconomic stability (FSB, 202425)). Exchange rates obtained from stablecoin transactions already
differ substantially from official US dollar rates, highlighting foreign exchange risks in some Asian EMDEs
(Aldasoro, Frost and Ito, 202626)).
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5.2.2. Financial consumer protection challenges

Crypto-assets may pose risks to financial consumers, stemming from such as high price volatility and gaps
in the applicability of standard consumer protection provisions in some jurisdictions (OECD, 202527).
Consumer risks can be amplified by information asymmetries, self-directed usage, behavioural biases, and
uneven regulatory coverage across jurisdictions (OECD, forthcomingizg;). These risks may be particularly
pronounced for individuals with low levels of digital financial literacy and limited financial resilience.

Results from the OECD/INFE 2023 International Survey of Adult Financial Literacy indicate rising retail
participation in crypto-asset markets, with investors tending to be younger and less experienced than users
of traditional financial instruments. The results also suggest that current levels of digital financial literacy
remain insufficient to support informed and responsible use of crypto-assets. For example, only 55% of
holders of crypto-assets understood that crypto-assets are not legal tender in their jurisdiction (OECD,
2023129)).

The range of risks that crypto-assets may pose to financial consumers is clear from the 2022-2023 crypto-
asset downturn (OECD, 2022;30)). The downturn in major crypto-asset valuations triggered a wave of
crypto-asset firm failures and a broader market sell-off, exposing significant consumer protection gaps.
Asia was at the centre of the downturn, exposing severe financial consumer protection gaps in the region
(OECD, 20244). Retail investors bore a disproportionate share of losses, while large holders and insiders
reportedly managed to limit their exposure. Operating largely outside existing regulatory frameworks, many
crypto-asset platforms deprived users of basic investor protections, such as disclosure requirements,
conduct standards, and compensation mechanisms, leaving retail participants unable to adequately
assess the risks of their investments (OECD, 20244)).

In ASEAN jurisdictions, crypto-assets and stablecoins have been found to frequently replicate or even
intensify existing consumer vulnerabilities (OECD, 20244)). Retail engagement has been driven primarily
by speculative dynamics and fear of missing out, rather than by underlying practical use cases. At the
same time, retail participation in decentralised finance remains constrained by its complexity, opacity and
largely unregulated, non-custodial nature. While more user-friendly access points have emerged, these
markets continue to involve sophisticated and often leveraged strategies that are not well suited to less
experienced or non-technical retail users.

Consumer damage linked to crypto-assets is already significant (OECD, 202631). As Asia plays an
increasingly prominent role in global crypto-asset markets, alongside rising retail participation, financial
consumer protection risks have become even more pronounced. In this context, digital financial literacy is
essential to equip individuals with the knowledge, skills and behaviours needed to navigate both the use
of crypto-assets and their associated risks (OECD, 202527)).

The increasing use of crypto-assets for fraud and scams makes financial consumer protection all the more
important. Inflows to crypto-assets linked to fraud shops and scamming activity totalled USD 69 billion in
2020-2025, the second largest illicit activity after sanctions evasion (Figure 5.5,Panel A). A prominent case
was the seizure by the United States and United Kingdom of USD 15 billion in Bitcoin held by a Cambodia-
based financial group engaged in fraud, scam, money-laundering and other criminal activities (US
Treasury, 2025(32)).

The challenges relating to scamming across retail crypto-asset markets (which includes phishing and other
deceptive practices) fit into the broader trend of financial scams and frauds. A recent OECD report found
that 41 out of 60 jurisdictions experienced an increase in financial scams and frauds in 2025 compared to
2024 (OECD, 202631)). Eighty-five per cent of jurisdictions identified scams and frauds as one of the top
three risks financial consumers face.
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5.2.3. lllicit finance risks

Crypto-assets are vulnerable to misuse for illicit financing purposes. Such misuse is on the rise and
reached USD 154 billion in 2025 (Figure 5.5, Panel A). A major concern relates to increasingly
sophisticated and professionalised networks that carry out these activities, including by state-linked actors.

A growing trend in illicit finance is sanctions evasion by state-linked actors. Financial inflows into crypto-
assets by sanctioned entities and jurisdictions surged by nearly 700% in 2025, compared to 2024
(Chainalysis, 2026(33)). Between 2020 and 2025, the value of inflows into crypto-assets by sanctioned
entities and jurisdictions is estimated at USD 181 billion. Stablecoins have notably emerged in recent years
as a major type of crypto-asset for illicit financing, making up 84% of its total in 2025 (Panel B). This may
reflect stablecoins’ usefulness in facilitating cross-border financial flows with pseudonymous anonymity.
Some sanctioned financial entities have issued stablecoins to evade sanctions and make cross-border
payments that circumvent traditional payment rails.

Other illicit finance risks include unauthorised crypto-asset mining activity. These can carry economic, as
well as environmental impacts depending on the type of distributed ledger technology (DLT) consensus
mechanism used. A national utility company in Malaysia has reported losses of USD 1 billion between
2020 and August 2025, linked to illegal power usage by crypto-asset miners, with almost 14 000 suspected
mining sites across the country (Hutt, 202534;). This in part reflects Malaysia’s relatively high level of
domestic crypto-asset mining activity, with the country’s share of global Bitcoin mining ranging between 2-
5% from late-2019 to early-2022 (CCAF, 202235; OECD, 20244;). Data gaps in the amount and location
of crypto-asset mining remains a major challenge, in part because some miners mask their presence to
avoid detection (OECD, 20244). lllegal Bitcoin mining also contributes to environmental harm given the
intensive energy needs and related carbon emissions of the proof-of-work DLT consensus mechanism
used by the Bitcoin blockchain (OECD, 2022;z¢)).

Figure 5.5. Inflows to crypto-assets linked to illicit financing activity

Crypto-asset related sanctions evasion expanded in 2025, with stablecoins a major channel

A. Inflow by type of illicit activity B. Breakdown of inflows by crypto-asset

H Frauds and scams = Sanctions evasion  Stolen funds
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Note: In Panel A, “Others” includes the following categories: FTX creditor claims, special measures, terrorist financing, malware, illicit actors and
organisations, escort services, drug vendors, darknet markets, child abuse material and money laundering networks.

Source: Chainalysis (2026(33)), The 2026 Crypto Crime Report, https://www.chainalysis.com/wp-content/uploads/2026/03/the-2026-crypto-
crime-report-3-17-release.pdf
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5.2.4. Cybersecurity threats

Another major challenge for crypto-asset markets relates to cyber-security. Recent years have seen a
series of attacks against crypto-asset exchanges and wallet-holders, with losses totalling 18.6 billion
(Figure 5.6, Panel A). When breaking down the types of cyber-attacks by total value of losses in the 2016-
2026 period, the most common techniques are compromised private keys and wallet phishing (Panel B).
These two types of cyber-attacks led to total losses of over USD 9 billion during this period. This points to
increasingly complex targeting of crypto-asset holders, in some cases leveraging Al (Chainalysis, 202237)).

Figure 5.6. Value of losses from crypto-asset cybersecurity incidents
Theft of crypto-assets and attacks against exchanges remain a major source of risk

A. By year, 2016-2026 B. By type of hacking technique,
2016-2026
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Note: Panel A shows the total annual losses adjusted for inflation. Panel B groups different types of hacking techniques causing compromised
private keys, namely brute force, social engineering and other unknown techniques. The values encompass the losses from 2016 to 2026, in
nominal terms.

Source: DefiLlama (20263s]), Hacks: Overview, https://defillama.com/hacks; Coingecko (2026139]), 2026 CEX & DEX Trading Activity Report,
https://assets.coingecko.com/reports/2026/CoinGecko-2026-CEX-DEX-Trading-Activity-Report.pdf?ctcid=ade651db-752f-4457-9070-
fc2011d28587, accessed 20 April 2026.

Another key risk is the growing trend of malicious actors targeting crypto-exchanges. In 2025, centralised
exchanges around the world faced losses of around USD 2 billion, compared to USD 424 million for
decentralised exchanges (Figure 5.6, Panel C). The most prominent case was an attack against ByBit in
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February 2025, orchestrated by actors linked to the Democratic People’s Republic of Korea (DPRK)
(Chainalysis, 202237). More recently, in 2026, DPRK-linked black-hat hackers attacked several exchanges
and protocols, with two attacks resulting in the theft of USD 577 million, representing more than three-
quarters of total hacking losses to date this year (TRM, 20260;). One notable feature of the attacks is the
conversion of stolen crypto-assets into stablecoins across multiple blockchain networks (Crowell & Moring,
2026y41)), with the aim of laundering the funds and conversion to fiat currency.

Growing use of Al has also exacerbated intrusions targeting exchanges to compromise wallets and keys,
through phishing and malware. Governance remains a key risk in the management and administration of
exchanges, including deliberate insider abuse leading to significant losses (IMF, 202342;; U.S. Government
Accountability Office, 202343)). The two major 2026 attacks mentioned above emphasise the importance
of robust governance, with both exploiting vulnerabilities such as administrative rights and cross-chain
messaging protocols (Travers Smith, 202644)).

The majority of cybersecurity-related vulnerabilities are linked to hot wallets.® The increasing use of Al-
based tools and processes also exacerbates risks. This is due to private keys being exposed to online
environments, where malicious actors continually seek exploitable access to wallets and exchanges,
leading to significant losses (see Table A A.22 in Annex A).

Another concern is the widespread use of crypto-assets as a payment method for ransomware attacks.
Cyber-criminals may demand payment in the form of crypto-assets to allow victims to retrieve their
compromised data. The attraction of crypto-assets stems from their pseudonymous anonymity, and the
potential to launder funds received. In 2025, an estimated total of USD 820 million in crypto-asset payments
were made in ransomware, with a median payment of USD 60 000 (Chainalysis, 20264s)).

Cyber-attacks linked to state actors or geopolitical motives remain a concern across all the types of cyber-
security risks described above. While crypto-asset thefts, their use as part of a ransomware attack, or
disruptions to exchanges can be profit-motivated, these attacks can also have other motives such as
deception, reputational damage, disruption of operations by adversaries and retaliation against sanctions
(OECD, 202646]). State-linked hackers from the DPRK have increased both the scale and sophistication
of their attacks, representing 64% of total losses in 2025 globally, and over three-quarters of losses in 2026
to date (TRM, 202640)).

Crypto-assets are especially vulnerable to cyber-threats enabled through quantum computing (Babbush
et al., 2026u7). Therefore, the emergence of quantum technologies may exacerbate risks of cyber-attacks
against crypto-assets in the future. The predominant risk relates to the vulnerability of public keys to
unauthorised decryption. As encryption is fundamental for enforcing property rights over crypto-assets, the
risk of quantum-enabled attacks is of critical importance for the functioning of crypto-asset markets. In
addition, blockchain-based crypto-assets may have limited or no back-up safeguards against unauthorised
decryption, increasing the risk of theft or market disruption by malicious actors. These challenges, as well
as potential beneficial applications of quantum technology, are further discussed in Annex A.

5.3. Evolving policy frameworks across Asia

International regulatory frameworks are evolving to account for the increasing importance of crypto-asset
markets for traditional financial markets and retail investors. At the national level, many Asian jurisdictions
are also updating their regulatory frameworks in line with investors’ growing interest in crypto-assets.

5.3.1. Policy and regulatory developments for crypto-assets and stablecoins

Jurisdictions across Asia are following different pathways for crypto-asset deployment. China has
maintained a restrictive stance towards crypto-assets, including stablecoins. Since 2021, trading and other
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activities related to crypto-assets are banned in China, with a February 2026 Notice on Further Preventing
and Dealing with Cryptocurrencies and Related Risks reiterating this stance (Hankun Law, 2026s)). In
India, crypto-assets are currently not formally regulated, but the government has taken measures to
address risks while signalling a restrictive stance. Virtual asset service providers are required to register
with the Indian Financial Intelligence Unit (FIU) and comply with anti-money laundering and combating the
financing of terrorism (AML/CFT) provisions such as customer due diligence (FIU India, 2023pu¢). The
Reserve Bank of India (RBI) has also consistently emphasised risks related to crypto-assets, reiterating
that they are not considered legal tender, and calling for more restrictive measures against trading activity.*
However, unlike China, India has seen widespread adoption of crypto-assets especially among retail
investors, despite this restrictive stance.

In contrast, several jurisdictions have for the first time introduced laws and regulations to regulate domestic
crypto-asset activity. Examples include Pakistan’s Virtual Assets Act, passed in July 2025 and establishing
the Pakistan Virtual Assets Regulatory Authority (PVARA, 20250), and Viet Nam’s Law on Digital
Technology Industry which took effect in January 2026 (Ministry of Finance of Viet Nam, 2025(51;). Pakistan
and Viet Nam have both seen significant levels of domestic crypto-asset activity, predating the introduction
of these laws.

Several jurisdictions with existing crypto-asset frameworks have introduced amendments to provide further
clarity and address emerging risks. Notable examples include the 2025 Stablecoin Ordinance in Hong
Kong (China), which enables firms to apply for a license to issue HKD-backed stablecoins (HKMA,
20261521), and Korea’s Digital Asset Basic Act proposal (currently under parliamentary review), which will
strengthen the licensing and oversight framework for crypto-assets, including specific provisions for
stablecoins (Kwon, 2026/s3)).

These trends highlight a divergence in approaches across Asia, with many jurisdictions formalising or
clarifying the regulatory framework to ensure crypto-asset activity remains within the regulatory perimeter,
and a small number of jurisdictions maintaining their restrictive stance. Table A A.23 in Annex A provides
a detailed list of the key policy initiatives and regulatory changes relating to crypto-assets (including
stablecoins) across Asian jurisdictions in the last two years.

5.3.2. Central Bank Digital Currency initiatives across Asia

Jurisdictions across Asia are continuing to pilot and test central bank digital currencies (CBDCs). As of
July 2025, 11 of the 18 Asian jurisdictions® covered in this report are in the piloting phase of a CBDC
(Atlantic Council, 202554)). Another two (Sri Lanka and Chinese Taipei) are currently developing a CBDC,
while Bangladesh is at the research phase. The scope and design of CBDCs diverge, with some
jurisdictions focused on wholesale CBDCs, while others are trialling retail CBDCs. At the same time,
multilateral initiatives for cross-border CBDC testing are also progressing. Table A A.24 in Annex A
provides an overview of recent developments across CBDC initiatives by Asian jurisdictions and
multilateral experimentation efforts.

5.4. Global standards supporting regulatory alignment

International standards play an important role in helping jurisdictions address the inherently cross-border
impacts of crypto-assets, including the emerging risks discussed above. Several international
organisations have issued — or updated — their key standards and frameworks to account for the growing
importance of crypto-asset markets.

The Financial Stability Board (FSB) revised in 2023 its High-level Recommendations for the Regulation,
Supervision and Oversight of Global Stablecoin Arrangements (FSB, 2023(14)). These call on authorities to
ensure stablecoin issuance, redemption, custody, governance and intermediation meet the same
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regulatory outcomes as traditional finance. Recommended policies prioritise robust legal redemption rights
at par, effective stabilisation mechanisms, and conservative and highly liquid reserve assets. The principles
also call for transparent disclosures supported by regular independent audits. Authorities are also
encouraged to subject stablecoin arrangements to comprehensive oversight across all functions, including
intermediaries, trading platforms and custodians, with clear accountability and enforcement powers. The
High-level Recommendations also emphasise the role of cross-border cooperation and
information-sharing, reflecting stablecoins’ inherently international structures and the need to minimise
regulatory arbitrage and supervisory gaps.

The Basel Committee on Banking Supervision (BCBS) establishes a prudential framework for banks’
exposures to crypto-assets that is risk-based and activity-neutral (BCBS, 2024;s5)). The framework,
effective from 1 January 2026, places ongoing responsibility on banks to conduct and document due
diligence, risk assessment and classification, supported by robust governance and disclosure.®

In November 2023, the International Organization of Securities Commissions (IOSCO) issued 18
recommendations for crypto and digital asset markets (I0SCO, 202324)). The recommendations include
strengthened governance and conflict-of-interest controls, robust market surveillance, clear listing and
disclosure standards, effective custody safeguards, and operational resilience requirements. They also
stress international regulatory co-operation to reduce arbitrage, support consistent implementation, and
ensure globally aligned regulatory outcomes for crypto-asset markets.

To respond to illicit financing risks related to crypto-assets, the Financial Action Task Force (FATF)
extended in 2019 the application of its anti-money laundering and combating the financing of terrorism
(AML/CFT) standards (FATF Recommendations) to virtual assets and virtual asset service providers
(VASPs), with complementary guidance and regular reporting on jurisdictions’ implementation (FATF,
2025is6). These standards form the baseline for global AML-CFT action and contribute to the transparency
and integrity of financial systems. However, the FATF finds that vulnerabilities remain, due to the uneven
implementation of its standards (namely Recommendation 157 and the Travel Rule®) across jurisdictions
(FATF, 2025571). This is compounded by regulatory gaps in licensing and supervision, weak enforcement
against offshore VASPs, and technical features of DLTs® that reduce traceability, and complicate timely
detection, supervision and enforcement.

The G20/OECD High-Level Principles on Financial Consumer Protection (FCP Principles) set out the
essential elements of a robust protection framework, applicable across all jurisdictions and sectors (OECD,
20225581). With regards to crypto-asset activities, core protections for consumers include clear disclosure,
protection against fraud, effective redress mechanisms, and proportionate safeguards across the full
lifecycle of crypto-asset activities. To support these objectives, the OECD is developing policy guidance
on the practical application of the G20/OECD High-Level Financial Consumer Protection Principles to
digital assets and services (OECD, forthcomingise)).

5.5. Policy considerations

Strengthening and harmonising crypto-asset regulatory frameworks in line with international
standards. The development of these frameworks is following divergent paths across Asia. While some
jurisdictions are defining parameters for safe operation of crypto-asset activities, others have taken a
restrictive stance. Given the cross-border nature of crypto-asset markets, alignment with the global
standards outlined above will help jurisdictions strengthen the resilience of their domestic financial
systems, address key risks, and avoid regulatory fragmentation and arbitrage.

Ensuring robust financial consumer protection frameworks. In line with the FCP Principles, financial
consumer protection withing crypto-asset markets remains a priority for Asian policymakers. This includes
ensuring that stablecoin issuers and crypto-asset service providers operate within enforceable regulatory
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perimeters that address governance, custody, marketing practices, and conflicts of interest. To ensure
supervisory effectiveness, it is essential that authorities have in place enforcement capacity, cross-border
co-operation, and consistent data collection, reflecting the inherently international structure of crypto-asset
markets (OECD, 2025p27)).

Improving the financial literacy of retail crypto-asset investors. Policymakers may consider integrating
crypto-assets explicitly into national financial literacy strategies, with particular focus on younger and
first-time investors. This would include combining firm-level obligations with financial education strategies
to mitigate misunderstanding of crypto-asset risks and overestimation of potential returns, potentially
leading to better investment decisions. Addressing the risks prevalent in crypto-asset markets is
particularly important for Asian jurisdictions, where retail participation is elevated.

Continuing efforts to counter sanctions evasion and other illicit financing risks. Consistent with the
FATF Recommendations, a rigorous, risk-based approach to the regulation, supervision and enforcement
of crypto-asset activities, including virtual asset service providers, remains important for Asian
policymakers (FATF, 20250;). Priority measures include improved data on peer-to-peer activity, targeted
controls for high-risk unhosted-wallet transactions, enhanced blockchain analytics, and sustained public—
private and cross-border supervisory co-operation. Countering the misuse of crypto-assets for money-
laundering, sanctions evasion and other illicit finance will require closer co-operation across jurisdictions,
in partnership with industry to leverage collective intelligence on blockchain transactions and ensure swift
enforcement action.

Increasing co-operation to counter cyber threats. Continued efforts to combat cybersecurity threats
linked to crypto-assets remain a priority across Asian jurisdictions. Such risks are likely to grow in line with
the expansion of crypto-asset markets, alongside geopolitically motivated attacks. Ensuring robust and
resilience cybersecurity across financial sectors will require close collaboration between financial and
cybersecurity authorities at the national level, as well as cross-border co-operation to identify cyber
vulnerabilities and disrupt attacks. Efforts to ensure that financial institutions maintain high standards of
operational resilience, in line with international standards such as the BCBS Principles for Operational
Resilience, remain important (BCBS, 20211)).
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Notes

' This includes the following jurisdictions: Afghanistan, Australia, Bangladesh, Brunei Darussalam,
Cambodia, China, Hong Kong (China), India, Indonesia, Japan, Kazakhstan, Korea, Kyrgyzstan, Lao PDR,
Malaysia, Maldives, Mongolia, Myanmar, Nepal, New Zealand, Pakistan, Philippines, Singapore, Sri
Lanka, Thailand, Uzbekistan, Viet Nam. See also Figure 5.2.

2 The OECD defines a crypto-asset as a digital representation of value that relies on a cryptographically
secured distributed ledger or a similar technology to validate and secure transactions (OECD, 2023s4).
This chapter focuses on two types of crypto-assets, in line with definitions by the Financial Stability Board
(FSB, 202063); FSB, 2023(14)):

e unbacked crypto-assets (hereafter, “crypto-assets”) — private digital assets protected through
encryption, with a value not backed by other financial assets (for example Bitcoin and Etherium)

e ‘“stablecoins” — crypto-assets that aim to maintain a stable value linked to other assets such as fiat
currency, commodities, or in some cases other virtual assets.
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The chapter also discusses central bank digital currencies (CBDCs) defined as a form of public money
issued electronically directly by central banks, either for distribution by financial institutions (“Wholesale
CBDCs”) or directly to economic agents (“Retail CBDCs”) (BIS, 202365)).

3 Hot wallets can be defined as digital wallets for holding crypto-assets which are connected to the internet,
with the private access key also stored online (Coinbase, 2024s6)). Such wallets are considered as more
exposed to cyber-threats such as theft and compromised private keys.

4 In 2018, RBI issued a circular directing licensed institutions not to engage in crypto-asset activities,
however this circular was subsequently overruled by the Supreme Court in (Ramasubramanian, 2020z)).

5 Jurisdictions currently piloting CBDCs: China, Hong Kong (China), India, Indonesia, Japan, Korea, Lao
PDR, Malaysia, the Philippines, Singapore and Thailand.

6 The BCBS is currently reviewing the standard (BCBS, 20257)), reflecting concerns about potentially
undue restrictions to market (GFMA, 20256g)).

" Recommendation 15 is included in the FATF International Standards on Combating Money Laundering
and the Financing of Terrorism & Proliferation (“FATF Recommendations”) (202560]). Recommendation 15
was updated in 2019 to apply AML/CFT measures to and virtual asset service providers (VASPs). It calls
on countries to ensure that VASPs are regulated for AML/CFT purposes, and licensed or registered and
subject to effective systems for monitoring and ensuring compliance with the FATF Recommendations. As
of May 2026, Lao PDR is non-compliant with Recommendation 15; Bangladesh, India, Mongolia, Pakistan
and Sri Lanka are partially compliant; Cambodia, China, Chinese Taipei, Hong Kong (China), Indonesia,
Japan, Korea, Malaysia, Philippines and Thailand are largely compliant; and only Singapore is fully
compliant.

8 Recommendation 16 of the FATF Recommendations (widely referred to as the “Travel Rule”) requires
financial institutions to collect and transmit information on originators and beneficiaries of cross-border
financial transactions, for the purpose of detecting and deterring illicit finance (20250;). Following the 2019
revision of Recommendation 15, the scope of the Travel Rule was also expanded to include cross-border
transfers of crypto-assets.

% These include cross-chain interoperability and rapid settlement that facilitate layering and chain-hopping
(i.e. swapping of crypto-assets across blockchains, or to other assets on the same blockchain, in a
systematic way with the intention of dissimulating transactions or ownership (Elliptic, 2023s9])).
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Annex A. Methodology for data collection and
classification

Regional classifications

Table A A.1. Mutually exclusive regional classification used in the report

Region

Jurisdictions

Asia excl. China & Japan

Europe

Latin America

Rest of the world

Individual jurisdictions

Bangladesh, Cambodia, Hong Kong (China), India, Indonesia, Korea, Lao PDR, Malaysia, Mongolia, Pakistan, the
Philippines, Singapore, Sri Lanka, Chinese Taipei, Thailand and Viet Nam.

Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany,
Greece, Hungary, Iceland, Italy, Latvia, Liechtenstein, Lithuania, Luxembourg, Malta, Netherlands, Norway,
Poland, Portugal, Republic of Ireland, Romania, Slovak Republic, Slovenia, Spain, Sweden, Switzerland and the
United Kingdom.

Antigua and Barbuda, Argentina, Aruba, Bahamas, Barbados, Belize, Bolivia, Brazil, Chile, Colombia, Costa Rica,
Dominica, Dominican Republic, Ecuador, El Salvador, Grenada, Guatemala, Guyana, Haiti, Honduras, Jamaica,
Mexico, Nicaragua, Panama, Paraguay, Peru, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the
Grenadines, Suriname, Trinidad and Tobago, Uruguay and Venezuela.

All other world jurisdictions excluding: Asia excl. China & Japan, People's Republic of China, Europe, Japan, Latin
America and United States.

People's Republic of China, Japan and United States.

Table A A.2. Ad-hoc regional classifications used in the report

Region Jurisdictions
Asia Bangladesh, ICambodiaI Peoplfa's Republicqu thna, Hong Kong ((?hina), Indig, Indone.sial, Japa}n, Korea, I_.ao
PDR, Malaysia, Mongolia, Pakistan, the Philippines, Singapore, Sri Lanka, Chinese Taipei, Thailand and Viet Nam.
ASEAN Cambodia, Indonesia, Lao PDR, Malaysia, the Philippines, Singapore, Thailand and Viet Nam.
Albania, Andorra, Austria, Belarus, Belgium, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Czech Republic,
Europe Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Italy, Latvia, Liechtenstein, Lithuania,

(used in Chapter 4)

Luxembourg, North Macedonia, Malta, Moldova, Monaco, Montenegro, Netherlands, Norway, Poland, Portugal,
Republic of Ireland, Romania, San Marino, Serbia, Slovak Republic, Slovenia, Spain, Sweden, Switzerland,
Ukraine and the United Kingdom.

Other Developed Asia Chinese Taipei, Hong Kong (China) and Korea.
South Asia Bangladesh, India, Pakistan and Sri Lanka.
Chapter 1
Public equity

The information on initial public offerings (IPOs) and secondary equity offerings (SEOs) presented in this
report is based on transaction and/or firm level data from several commercial databases (LSEG, FactSet
and Bloomberg). Considerable resources have been committed to ensuring the consistency and quality of
the dataset. Different data sources are checked against each other and, whenever necessary, the
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information is also controlled against original sources, including regulator, stock exchange and company
websites and financial statements.

Country coverage and classification

The dataset includes information on all initial public offerings (IPOs) and secondary equity offerings (SEOs
or follow-on offerings) by financial and non-financial companies. All public equity listings following an IPO,
including the first-time listings on an exchange other than the primary exchange, are classified as an SEO.
If a company is listed in more than one exchange within 180 days, those transactions are consolidated
under one IPO. The country breakdown is carried out based on the domicile country of the issuer. In the
dataset, an offering made by an issuer is attributed to the country where the issuer has its primary listing.
It is possible that a company becomes listed in more than one country when going public. The financial
databases record a dual listing as multiple transactions for each country where the company is listed.
However, there is also a significant number of cases where dual listings are reported as one transaction
only based on the primary market of the listing. For this reason, the country breakdown based on the stock
exchange is currently carried out based on the primary listing of the issuer. The IPO and SEO data are
collected on a deal basis via commercial databases in current USD values. Issuance amounts initially
collected in USD were adjusted by 2025 US Consumer Price Index (CPI).

Exclusion criteria

Table A A.3. Exclusion criteria for IPOs and SEOs

Exclusion criteria for IPOs and SEOs

Financial companies that conduct trust, fiduciary and custody activities Asset management companies that deal with trusts,
estates and agency accounts

Asset management companies such as health and welfare funds, pension funds and Special Purpose Acquisition Companies (SPACs)

their third-party administration, as well as other financial vehicles

Open-ended investment funds Closed-ended investment funds

Other financial vehicles Listings on an over-the-counter (OTC) market

Grant making foundations Security types classified as “units” and “trust”

Real Estate Investment Trusts (REITSs) Transactions with missing or zero proceeds

Industry classification

LSEG uses the Reference data Business Classification (TRBC) Industry Description. The economic
sectors used in the analysis are the following:

Table A A.4. Public offerings industry classification

TRBC Economic Sector
Basic materials Industrials
Cyclical consumer goods & services Non-cyclical consumer goods & services
Energy Real estate
Financials Technology
Healthcare Utilities

The following economic sectors and activity categories are used to identify tradable sectors in the chapter.
Based on activity-level codes from the Refinitiv Business Classification (TRBC), the classification includes
goods-producing industries with significant exposure to international trade and therefore greater potential
exposure to tariff measures. It serves as a simplified proxy for tariff exposure, as not all firms within these
sectors are exporters and indirect effects may also affect firms operating in other industries.
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TRBC Economic
Sector

TRBC Activity

TRBC Economic
Sector

TRBC Activity

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials

Basic materials
Consumer non-cyclicals
Consumer non-cyclicals
Consumer non-cyclicals
Consumer non-cyclicals
Consumer non-cyclicals
Consumer non-cyclicals
Consumer non-cyclicals
Consumer cyclicals
Consumer cyclicals
Consumer cyclicals
Consumer cyclicals
Consumer cyclicals
Consumer cyclicals

Commodity Chemicals

Agricultural Chemicals

Specialty Chemicals

Diversified Chemicals

Non-Gold Precious Metals & Minerals
Iron & Steel

Aluminium

Specialty Mining & Metals

Gold

Mining Support Services & Equipment
Diversified Mining

Construction Materials

Forest & Wood Products

Paper Products

Non-Paper Containers & Packaging
Paper Packaging

Brewers

Distillers & Wineries

Non-Alcoholic Beverages

Food Processing

Tobacco

Household Products

Personal Products

Auto & Truck Manufacturers

Auto, Truck & Motorcycle Parts
Tires & Rubber Products

Textiles & Leather Goods

Apparel & Accessories

Footwear

Consumer cyclicals
Consumer cyclicals
Consumer cyclicals
Energy

Energy

Energy

Energy

Energy

Energy

Energy

Energy

Healthcare
Healthcare
Healthcare
Healthcare
Industrials
Industrials
Industrials
Industrials
Industrials
Industrials
Technology
Technology
Technology
Technology
Technology
Technology
Technology

Appliances, Tools & Housewares

Home Furnishings

Recreational Products

Integrated Oil & Gas

Oil & Gas Exploration and Production

Oil & Gas Refining and Marketing

Oil & Gas Drilling

Oil Related Services and Equipment
Renewable Energy Equipment & Services
Renewable Fuels

Uranium

Advanced Medical Equipment & Technology
Medical Equipment, Supplies & Distribution
Pharmaceuticals

Biotechnology & Medical Research
Aerospace & Defense

Industrial Machinery & Equipment

Heavy Machinery & Vehicles

Electrical Components & Equipment
Heavy Electrical Equipment

Shipbuilding

Semiconductors

Semiconductor Equipment & Testing
Communications & Networking

Electronic Equipment & Parts

Computer Hardware

Phones & Handheld Devices

Household Electronics

Listing information

The information on the number of listed companies and their market capitalisation is based on LSEG. The
information refers to end-year data. The 2025 dataset contains information for 50 795 companies listed
across 104 jurisdictions.

Table A A.6. Cleaning criteria for listed company information

Cleaning criteria for listed company information

Securities with instrument type classified as “trust’, “fund” and “ETF” are excluded.

For firms with multiple listings, only primary listings are kept.

For firms with multiple observations but different countries of domicile, their true country of domicile is manually checked to remove the duplicates.

Firms trading on over-the-counter (OTC) markets are excluded.

Securities with industry classification of Real Estate Investment Trusts (REITs), Special Purpose Acquisition Companies (SPACs) and Collective

Investments are excluded.
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Private equity

The private equity and venture capital figures are based on OECD calculations using deal and fund-level
data from Preqin. The information contains data on investors, funds, fund managers and deals. Data on
fundraising and deals only include funds and deals classified by Preqin as private equity and venture
capital. Private equity-style deals in infrastructure or real estate are excluded.

Fundraising data is based on funds in one of the following categories: close ended; a first, second, third,
fourth, fifth or sixth close; liquidated; evergreen, open ended, semi-open ended. The latest close date is
used to classify the fundraising year. Fundraising is classified through the geographic focus of funds. A
significant part of this fundraising is done with a regional rather than national focus, and the regional
classifications used is that provided by Preqin.

Table A A.7. Regional classifications used for private equity and venture capital

Region Jurisdictions

North America ~ Bermuda, Canada, the Cayman Islands and United States.

Europe EU countries, Albania, Andorra, Armenia, Azerbaijan, Belarus, Bosnia & Herzegovina, Georgia, Guernsey, Iceland, Jersey,
Kosovo, Liechtenstein, Moldova, Montenegro, Monaco, North Macedonia, Norway, Russia, Switzerland, Turkey, the United
Kingdom and Ukraine.

Asia Afghanistan, Bangladesh, Bhutan, Brunei, Cambodia, People's Republic of China, Hong Kong (China), Fiji, India, Indonesia,
Japan, Kazakhstan, Korea, Kyrgyzstan, Lao PDR, Malaysia, Maldives, Mongolia, Myanmar, Nepal, Pakistan, Philippines,
Singapore, Sri Lanka, Chinese Taipei, Tajikistan, Thailand, Timor-Leste, Turkmenistan, Uzbekistan and Viet Nam.

Investment and exit deals data is based on completed deals. The regional breakdown of investment data
is done by the OECD based on the country of headquarter of the target company, following OECD regional
classification (Table A A.1). The following deal types have been excluded: general partner stakes, private
debt, venture debt and joint venture. Investments and exits are reported according to the location of the
portfolio company. Private equity data initially collected in USD were adjusted by 2025 USD Consumer
Price Index.

Corporate bonds

Corporate bond analyses are based on a dataset built by the OECD using deal-level information obtained
from LSEG on corporate bond issues that are underwritten by an investment bank. The database provides
detailed information for each bond starting in 1980, including e.g. the identity, nationality and sector of the
issuer, the type, interest rate structure, maturity date and rating category of the bond, as well as the amount
of proceeds obtained from the issue and intended uses thereof.

Convertible bonds, deals that were registered but not consummated, preferred shares, sukuk bonds, bonds
with an original maturity less than or equal to one year or with an issue size of less than USD 1 million are
excluded from the dataset. Industry classifications are based on The Reference data Business
Classification (TRBC) from LSEG. Annual issuance amounts initially collected in USD were adjusted by
2025 US Consumer Price Index (CPI).

Given that a significant portion of bonds are issued internationally, it is not possible to systematically assign
issues to a certain country of issue. For this reason, the country breakdown is carried out based on the
issuer’s country of domicile. The advanced/emerging market categories are based on IMF classifications.

Rating data

Credit rating analyses are based on OECD calculations using data obtained from LSEG. The calculations
consider ratings from three leading agencies: S&P, Moody’s and Fitch. For each bond with an available
rating in the dataset, the alphanumeric rating is transformed into 21-point numeric scale with 1 being the
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lowest rating (C) and 21 the highest (AAA for S&P and Fitch and Aaa for Moody’s). There are eleven
non-investment grade categories: five within C (C to CCC+) and six within B (B- to BB+); there are ten
investment grade categories: three within B (BBB- to BBB+); and seven within A (A- to AAA).

For bonds with multiple ratings, the average of the available ratings is used. Some bonds do not have
rating information available; these are assigned the average rating of all bonds issued by the same
company in the same year (t). If the issuer has no rated bonds in year t, year t-1 and year t-2 are also
considered, respectively. This procedure increases the number of rated bonds in the dataset and hence
improves the representativeness of the analyses. When differentiating between investment and non-
investment grade bonds, the final rating is rounded to the closest integer and bonds with a rounded rating
less than or equal to 11 are classified as non-investment grade.

Early redemption data

Bonds that are no longer outstanding due to having been redeemed before their maturity date are deducted
in the annual outstanding corporate bond debt calculations. The early redemption data are obtained from
LSEG and cover bonds that have been redeemed early due to being repaid via final default distribution,
called, liquidated, put or repurchased. The early redemption data are merged with the primary corporate
bond market data via International Securities Identification Numbers (ISINs).

Cost of outstanding debt

The weighted average cost of debt is approximated for fixed-rate bond debt by calculating the total
outstanding amount of debt across 26 coupon buckets between 0 and 1 250 basis points (increasing in
increments of 50 basis points, i.e. 0 to 50, > 50 to 100, etc.). The resulting amounts are then multiplied by
the midpoint cost of the corresponding bucket (e.g. 25 basis points for the 0 to 50 bucket, 975 basis points
for the 950 to 1 000 bucket) and divided by the total outstanding amount of all fixed-rate bond debt. The
sum of those products yields an estimated value-weighted interest rate for all outstanding debt. All debt
with coupons above 1 250 basis points are given a midpoint value of 1 275. Where coupon data are not
available, the yield to maturity at issuance is used. For bonds that are not issued at par, this may differ
from the coupon rate.

Syndicated lending

The syndicated loan analyses are based on OECD calculations using deal-level data from LSEG. This
database provides detailed information on each loan, including the borrower’s identity, nationality and
sector, as well as the interest rate structure, maturity date and loan amount. The loan credit rating category
is defined based on the following criteria:

e Investment grade: Initial pricing up to 299 basis points above the base rate

e Leveraged: Initial pricing between 300 and 399 basis points above the base rate

e Highly leveraged: Initial pricing 400 basis points or more above the base rate.
Only loans classified as "syndicated" or "club syndicate" are included in the analysis. Deals with maturities
of less than 90 days are excluded. Annual data are based on the closing date, which is when the
syndication on all levels/tiers has been signed and completed. Industry-level analyses follow LSEG’s The
Reference data Business Classification (TRBC), while country breakdowns are based on the borrower’s

domicile. To account for inflation, issuance amounts originally recorded in USD were adjusted using the
2025 US Consumer Price Index (CPI).

Private credit

The private credit figures are based on OECD calculations using deal and fund-level data from Preqin.
This database contains detailed information on private credit deals including the year, the lenders’ identity,
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the volume and the intended use of proceeds. It also includes information on private credit fund, including
the year of establishment and size.

Assets under management are calculated at the end of a calendar year, with the exception of the datapoint
for 2025 which is calculated at the end of June. The figures only consider closed-ended, unlisted private
debt funds, which includes unlisted Business Development Companies (BDCs). The figures include both
debt provided directly to a company without an acquirer involved (i.e. non-sponsored deals) and debt
provided by an investment company in support of an investment or acquisition of a private equity sponsor
(i.e. sponsored deals). Collateralised debt obligations (CDOs), infrastructure and real estate debt
transactions are excluded. The calculation of AUM is based on Preqin’s internal methodology, and the
regional AUM breakdown follows Preqin’s internal taxonomy. The regional breakdown of investment data
is done by the OECD based on the borrowers’ country of headquarter following OECD regional
classification (Table A A.1).

Sovereign bonds

For countries that are not members of the OECD, primary sovereign bond market data are based on
original OECD calculations using data obtained from LSEG that provides international security-level data
on new issues of sovereign bonds. The data set covers bonds issued by sovereigns in the period from 1
January 2007 to 31 December 2025 and includes both short-term and long-term debt. Short-term debt
(“bills”) is defined as any security with a maturity less than or equal to 365 days but no less than 33 days,
as bill issuances with a maturity less than 33 days are considered to be done for cash management
purposes and excluded from calculations. Bonds issued by central banks that have no government budget
financing purposes were excluded.

A number of bonds have been subject to reopening. For these bonds, the initial data only provide the total
amount (original issuance plus reopening). To retrieve the issuance amount for such reopened bonds,
specific data on the outstanding amount on each reopening date for the concerned bonds have been
downloaded separately from LSEG. As the reopening data only provide amounts outstanding, the
outstanding amount on the previous date is subtracted from the outstanding amount on that given date, in
order to obtain the issuance amount on each relevant date. These calculated issuance amounts are
converted on the transaction date using USD foreign exchange data from LSEG. To ensure consistency
and comparability, the same method is used for all bonds, including those which have not been subject to
reopening.

Outstanding debts in local currency are converted to USD using end-of-year foreign exchange rates.
Exchange offers and certain bonds in the dataset have been manually excluded when they did not have
any identifier (ISIN, RIC or CUSIP) and when they have not been able to be manually confirmed by
comparing with official government data.

For countries that are members of the OECD, figures are based on the 2025 OECD Survey on Central
Government Marketable Debt and Borrowing, which collects gross borrowing requirements, redemption
and outstanding debt amounts with a breakdown of these items by maturity, currency, interest rate types
and ESG-labelling (i.e. sustainable bonds). The OECD Secretariat inserted its own estimates/projections
in cases of missing information for 2025 and 2026, using publicly available official information on
redemptions and central government budget balances. Where government plans have been announced
but not incorporated into financing plans as of the end of December 2025, they are not included in the
projections presented in this publication. Also, estimates of government net lending in the OECD Economic
Outlook database are used in estimating some missing data. For countries not answering to the Borrowing
Survey, these figures are computed by sourcing data from LSEG.
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Coverage of institutions and types of debt

In terms of institutions, unless otherwise specified, data cover debt issued by the central government. The
latter covers all departments, offices, establishments and other bodies classified under general
government, which are agencies or an instrument of the central authority of a country, except for separately
organised social security funds or extra-budgetary funds.

In terms of instruments, unless otherwise specified, data cover marketable debt. The latter is defined as
financial securities and instruments that can be bought and sold in the secondary market, non-marketable
debt is not transferable. For example, bonds and bills issued in capital markets are marketable debt;
multilateral and bilateral loans from the official sector are non-marketable debt.

Terminology

Outstanding amount refers to gross debt, or debt stock. This measure corresponds to the outstanding debt
at the end of calendar years. This measure does not take the valuation effects from inflation and exchange
rate movements; thus, it is equal to the total nominal amount that needs to be redeemed.

Issuance refers to gross borrowing. For a year, this measure is equal to the net borrowing requirement
during that year plus the redemptions of long-term instruments in the same year and the redemptions of
short-term instruments issued in the previous year. Therefore, this indicator captures the issuances of all
securities excluding those that were issued and redeemed in the same calendar year. In other words, the
size of gross borrowing in the calendar year amounts to how much the debt management office needs to
issue in nominal terms to fully pay back maturing debt issued in previous years, plus the net cash borrowing
requirement through any issuance mechanism.

Average-time-to-maturity (ATM)

For Japan, the 2025 ATM figure is an estimation based on fiscal year (as of the end of March) and excludes
T-bills for cash management purposes and includes saving bonds for retail.

Credit rating data

LSEG provides rating information from three leading rating agencies: Fitch, Moody’s and S&P. For each
country with rating information in the dataset, a value of 1 is assigned to the lowest credit quality rating (C
or below) and 21 to the highest credit quality rating (AAA for Fitch and S&P, and Aaa for Moody’s). If ratings
are available from several agencies, their average is used. There are 11 non-investment grade categories:
five from C (C to CCC+); and six from B (B- to BB+). There are ten investment grade categories: three
from B (BBB- to BBB+); and seven from A (A- to AAA).

Chapter 2

Ownership information

The ownership figures for publicly listed companies are based on OECD calculations using firm-level
information from the FactSet Ownership database. The data are complemented and verified using LSEG
and Bloomberg. Data are collected at the end of 2025 in current USD, thus no inflation adjustment is
needed. Market information for each company is collected from LSEG. The dataset includes the records
of owners for 43 852 companies listed across 104 countries covering 99% of the world market
capitalisation. For each of the countries/regions presented, the information corresponds to all listed
companies in those countries/regions with available information.

The records of owners are collected for each company. Some companies have up to 5 000 records in their
list of owners. Each record contains the name of the institution, the percentage of outstanding shares
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owned, the investor type classification, the origin country of the investor, the ultimate parent name, among
other things.

Table A A.8 presents the five categories of owners defined and used in this report following De La Cruz,
Medina and Tang (2019;1;). Different types of investors are grouped into these five categories of owners.
In many cases, when the ultimate owner is identified as a government, a province or a city and the direct
owner was not identified as such, ownership records are reclassified as public sector. For example, public
pension funds that are regulated under public sector law are classified as public sector, and sovereign
wealth funds (SWFs) are also included in that same category.

Table A A.8. Categories of owners defined and used in the report

Categories of owners

Investor category Investor type
Business association Operating division
Private Employee stock ownership plan Private company
corporations and Holding company Public company
holding companies - joint venture Subsidiary
Non-profit organisation
. Government Regional governments
Public sector X B .
Sovereign wealth manager Public pension funds
Strategic
?:évfl::n?:; Individual (Strategic owners) Family office
members
Bank investment division Mutual fund manager
Broker Other
College/University Pension fund
Foundation/Endowment manager Pension fund manager
Fund of funds manager Private banking/Wealth management
Institutional Fund of hedge funds manager Private equity fund/Alternative investments
investors Hedge fund Real estate manager
Hedge fund manager Research firm
Insurance company Stock borrowing/Lending
Investment adviser Trust/Trustee
Market maker Umbrella fund
Mutual fund-closed end Venture capital/Private equity
Other free-float Shares in the hands of investors that are not required to disclose their holdings. It includes the direct holdings of retail
including retail investors who are not required to disclose their ownership and institutional investors that did not exceed the required
investors thresholds for public disclosure of their holdings.

Balance sheet information for listed firms

The information presented in Chapter 2 is based on LSEG Datastream. The unbalanced global panel
dataset contains financial statement information for listed companies between 2000 and 2024. The
universe covers 79 418 companies registered in 157 countries. The raw financial dataset contains several
firm-year observations when a company reports for different purposes. To construct a panel with a unique
firm-year observation, the following steps are applied.
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Table A A.9. Balance sheet information cleaning criteria

Data cleaning criteria

Financial companies are excluded Observations missing common equity or total liabilities are excluded

Security types classified as “trust” are excluded Year of financial information is adjusted based on the fiscal year of the

company
Companies classified as “REITs”, “Collective Investments”, “SPACs” Financial information is adjusted by annual US Consumer Price Index
and “Acquisition Corporations” are excluded changes and information is reported in 2025 USD

For companies missing up to 3 years of information, the data is imputed

Financial statements covering a 12-month period are used L . h
using linear interpolation

Industry classification

LSEG Datastream uses the Reference data Business Classification (TRBC) see Table A A.4.

Price-to-book (P/B) ratio

The P/B information for non-financial listed companies presented in Chapter 2 comes from LSEG and
covers 35 492 companies. To classify companies as those with a P/B ratio greater than or lower than 1,
the average of 12-month P/B ratios for each company in 2025 are used. Monthly P/B ratios are calculated
as the closing price at the end of each month divided by the book value per share at the end of 2025. When
2025 book value is not available, previous year’s data is used. P/B ratios are winsorised at the 1% tails at
the jurisdiction level.

Stock market returns shown in the chapter use the following the indices.

Table A A.10. Equity indices

Jurisdiction Equity index Jurisdiction Equity index
Bangladesh MSCI Bangladesh Pakistan KSE100
China SSE Composite Philippines PSEi

Hong Kong (China) HANG SENG Singapore STI
India NIFTY500 Sri Lanka MSCI Sri Lanka
Indonesia IDX Composite Thailand SET Index
Japan TOPIX Chinese Taipei TAIEX
Korea KOSPI Viet Nam MSCI Viet Nam
Malaysia FBM KLCI

Table A A.11. Secondary stock market liquidity information

Jurisdiction Source
China WFE (20262;), World Federation of Exchanges, https://www.world-exchanges.org/
Japan JPX  (2026p3), Market Statistics, https://www.jpx.co.jp/english/markets/statistics-equities/monthly/vkOkhi000000tz3r-
att/01_sokatu2601.pdf
Korea KRX (202614)), Data market place, https://data.krx.co.kr/contents/MDC/MDI/mdiLoader/index.cmd?menuld=MDC0201
Malaysia WFE (20262;), World Federation of Exchanges, https://www.world-exchanges.org/
Singapore SGX Group (2026;5]), Market Statistics, https://www.sgx.com/research-education/historical-data/market-statistics
Chinese Taipei TWSE (2026y5)), Summary Data of Stock Market (by Year), Annual Statistical Data - Taiwan Stock Exchange Corporation
Thailand SET (20267),Key Market Statistics, https://www.set.or.th/en/market/statistics/market-statistics/main
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Value-up initiatives

Table A A.12. Sources of information for value-up initiatives

Jurisdiction Source

China CSRC (2024s), Announcement No. 14: Regulatory Guidelines No. 10 for Listed Companies - Market Value Management,
https://www.csrc.gov.cn/csrc/c101954/c7519046/content.shtml

Japan JPX (20239, Action to Implement Management that is Conscious of Cost of Capital and Stock Price,
https://www.jpx.co.jp/english/equities/follow-up/uorii50000004sse-att/uorii50000004tcv.pdf

Korea FSC (202410, Press Releases - Active Support to be Provided to Promote Voluntary Efforts of Listed Companies in
Enhancing Their Value, https://www.fsc.go.kr/eng/pr010101/81778

Malaysia Brusa Malaysia (2026;11), Public Listed Companies Transformation Programme,

https://www.bursamalaysia.com/reference/public_listed companies_transformation/overview; SC Malaysia (2026p12)), SC and
Bursa Malaysia Introduce MY Value Up Programme, https://www.sc.com.my/resources/media/media-release/sc-and-bursa-
malaysia-introduce-my-value-up-programme

Singapore MAS (2025;13)), Review Group Completes Equities Market Review, Unveils SGX-Nasdaq Dual Listing Bridge, S$30 million
“Value Unlock” Package, and Second Batch of EQDP Asset Managers, https://www.mas.gov.sg/news/media-
releases/2025/review-group-completes-equities-market-review

Chinese Taipei TWSE (202414)), Strengthening the Value of Taiwan’s Capital Market to Cultivate and Enhance International Competitiveness,
https://www.twse.com.tw/market insights/en/detail/8a8216d6913637e401919bb98c1901f4

Thailand SET (2025p15), SET News :Thai Capital Market Sector Launches Growth Initiatives to Boost Confidence and Sustainability,
https://www.set.or.th/en/market/news-and-alert/newsdetails ?id=97489200&symbol=SET

Chapter 3

In addition to the information described below, Chapter 3 uses ownership and listing data for which the
methodological explanations are provided in the annexes to Chapters 1 and 2.

OECD Survey on Institutional Investor Engagement in Asia

The OECD conducted the “OECD Survey on Institutional Investor Engagement in Asia” to examine
engagement practices and related challenges among Asian institutional investors. The survey was
disseminated with the support of authorities in 11 jurisdictions: Bangladesh, People’s Republic of China,
Hong Kong (China), Japan, Malaysia, Mongolia, Pakistan, Singapore, Sri Lanka, Chinese Taipei, and
Thailand.

Assets under management data

The main source of information is the Morningstar Direct data. The data covers open-ended funds and
exchange-traded funds, with the USD value of their total assets under management by the end of 2025.
For China and India, the data is collected in domestic currencies and converted to USD using end of year
exchange rates. The passive and active classification is made based on Morningstar categories, “Index”
funds are categorised as passive, and “Non-index” funds are identified as active.

Investor activism campaigns data

The main source of information is LSEG data. The data covers all investor activism campaigns between
2010-2026 period, including more than 7 800 observations globally. Activist investors are hand classified
into 4 main investor categories following the criteria used in De La Cruz, Medina and Tang (20191¢)) (see
Table A A.2 above).
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Stewardship codes

Table A A.13. Source of information for stewardship codes

Source
CSRC (2024s)), Announcement No. 14: Regulatory Guidelines No. 10 for Listed Companies - Market Value
Management, https://www.csrc.gov.cn/csrc/c101954/c7519046/content.shtmICFA Institute, (2020p17), Stewardship

Economies
Asian economies (overall),
Korea, Hong Kong

(China), India 2.0 - Awareness, Effectiveness, and Progression of Stewardship Codes in Asia Pacific, https://rpc.cfainstitute.org/-
Imedia/documents/article/position-paper/stewardship.pdf ; OECD (20251g)), Institutional Investor Engagement and
Stewardship

Japan FSA (2025(19)), The Expert Panel on the Stewardship Code,
https://www.fsa.go.ip/en/refer/councils/stewardship/index.html.

Malaysia [ICM (2022y20)) https://www.iicm.org.my/malaysian-code-for-institutional-investors-2022/;

Pakistan SECP (2026111, Public Listed Companies Transformation Programme,
https://www.bursamalaysia.com/reference/public_listed companies_transformation/overview; SC Malaysia (2026(12)),
SC and Bursa Malaysia Introduce MY Value Up Programme, https://www.sc.com.my/resources/media/media-
release/sc-and-bursa-malaysia-introduce-my-value-up-programme (2022;21}), Stewardship Guidelines for Institutional
Investors, https://www.secp.gov.pk/document/stewardship-guidelines-for-institutional-investors

Singapore Stewardship Asia (2022y22)), Singapore Stewardship Principles For Responsible Investors 2.0, https:/stewardshi
pasia.com.sg/docs/saclibraries/default-document-library/ssp_for-20responsible-20investor-202-0-1-.pdf

Chapter 4

Dataset and methodology

The dataset builds on the universe of listed companies at the end of 2024. It is complemented with
company information and items from the financial statements using Worldscope database. 32 human
capital variables are obtained from LEG for the universe of listed companies at the end of 2024. The global
dataset includes human capital metrics for around 10 000 listed companies. An observation reporting more
than 3 500 injuries per million hours worked is considered as missing information.

For the analysis of financial performance, companies are grouped by industry (following the Reference
data Business Classification (TRBC) Industry Description) and region to construct quartiles based on each
financial performance variable. The data are then aggregated at the region—quartile level by computing
weighted means of the outcome variables. Market capitalisation is used as the weighting scheme, except
the tables mentioned otherwise in this annex, where unweighted means are reported. Negative price-to-
earnings (P/E) ratios are set to null. In addition, the top 0.5% and bottom 0.5% of observations for return
on equity (ROE), return on assets (ROA), and P/E are treated as outliers and set to null. This reduces the
skew provided by large outliers.

Table A A.14. Human capital variables analysed

Category Variable Category Variable
Average training hours Injuries to million hours
Management training Employee health & safety training hours
Workforce Training costs per employee Health and safety =~ Health & safety training
investment Training and development policy Risk assessment health and safety
Skills training policy Accidents total
Career development policy Policy working hours
Employee turnover ) Commitment to UN guiding principles or OECD guidelines
Compliance and I )
Workforce Employee voluntary turnover rate labour practices Communication of labour policy
mobility Employee involuntary turnover rate Human rights policy

Average employee length of service

Policy child labour
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Category Variable Category Variable

Announced layoffs to total employees Palicy forced labour
Employment creation Employee Trade union representation
Women employees engagement Employee satisfaction

Diversity and Women managers Diversity and Ethnic minorities salary gap

inclusion Gender pay gap percentage inclusion Salary gap
Ethnic minorities employee percentage Policy diversity and opportunity

Additional details

Table A A.15. Human capital metrics disclosed and women managers by region, 2024

Human capital average number of metrics

disclosed (out of 32) Women managers (in per cent)

Region By number of companies = By market capitalisation =~ By number of companies = By market capitalisation
Global 20 21 30 30
Asia 21 22 27 24
ASEAN 21 23 36 40
China 21 21 25 24
Japan 20 21 15 20
South Asia 21 23 17 17
Other Developed Asia 23 24 29 25
Europe 21 23 32 35
United States 18 20 36 31

Note: The global dataset used contains 10 308 listed companies with human capital information available. Of these, 4 157 are in Asia, 1 032
are in ASEAN, 1 347 are in China, 585 are in Japan, 703 are in South Asia, and 489 are in Other Developed Asia. There are 1 910 companies
in Europe and 2 636 companies in the United States with human capital information available in the dataset used. For women managers; the
global dataset used contains 5 123 listed companies with data on the percentage of women managers. Of these, 2 099 are in Asia.

Source: OECD Corporate Sustainability dataset, LSEG.

Table A A.16. Reporting rate by region and industry, 2024

By number of companies By market capitalisation
In per cent
Global Asia Global Asia
Basic materials 17 16 80 71
Consumer cyclicals 20 12 88 73
Consumer non-cyclicals 21 16 88 82
Energy 27 22 90 88
Financials 30 23 90 92
Healthcare 28 15 90 73
Industrials 19 13 84 70
Real estate 17 17 72 74
Technology 21 14 92 82
Utilities 30 26 82 86

Note: The global dataset used contains 47 542 listed companies. Of these, 27 629 are in Asia.
Source: OECD Corporate Sustainability dataset; LSEG.
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Table A A.17. Training hours, union representation, and turnover rate by region and industry, 2024

Average training hours Union representation (in per cent) Turnover rate

By number of

By market

By number of

By market

By number of

By market

companies capitalisation companies capitalisation companies capitalisation
Global Asia Global = Asia Global Asia Global = Asia Global Asia Global = Asia
Basic materials 41 43 48 61 50 52 51 58 13 12 11 10
Consumer 25 28 25 33 33 44 37 66 22 21 21 16
cyclicals
Consumer non- 26 29 27 37 45 50 45 63 18 17 15 12
cyclicals
Energy 44 52 87 93 44 78 42 92 14 16 8 13
Financials 42 53 46 67 31 47 44 55 13 13 11 9
Healthcare 41 49 34 49 15 41 30 48 16 17 11 14
Industrials 31 35 32 52 41 49 45 58 16 15 12 11
Real estate 27 28 31 39 35 30 28 31 22 24 20 21
Technology 31 35 32 52 26 38 27 53 16 18 12
Utilities 49 57 54 76 55 67 52 68 9 8 7 6

Note: The global dataset used contains 4 735 listed companies with data on average training hours. Of these, 2 678 are in Asia. The dataset
also contains 4 586 listed companies with data on union membership, 1 523 of which are in Asia. Additionally, there is employee turnover data
available for 5 506 listed companies, 2 811 of which are in Asia.
Source: OECD Corporate Sustainability dataset; LSEG.

Table A A.18. Women employees and women managers by region and industry, 2024

Women employees

Women managers

In per cent By number of companies = By market capitalisation = By number of companies = By market capitalisation
Global Asia Global Asia Global Asia Global Asia
Basic materials 19 17 20 16 22 19 24 15
Consumer cyclicals 41 36 42 34 35 29 34 22
Consumer non-cyclicals 37 34 37 31 33 30 36 24
Energy 22 19 19 19 24 22 18 19
Financials 48 45 49 48 38 33 37 33
Healthcare 50 44 50 41 40 36 43 32
Industrials 27 25 27 25 24 21 25 19
Real estate 43 42 39 39 36 35 33 32
Technology 35 35 32 34 27 23 25 22
Utilities 24 21 23 18 25 21 25 17

Note: The global dataset used contains 7 551 listed companies with data on the percentage of women employees, 3 496 of which are in Asia.
The global dataset also contains 5 123 listed companies with data on the percentage of women managers, 2 099 of which are in Asia.
Source: OECD Corporate Sustainability dataset; LSEG.
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Table A A.19. Reported injury rate and working hours policy by region and industry, 2024

Reported injuries per million hours Working hours policy (in per cent)
By number of By market By number of By market
companies capitalisation companies capitalisation
Global Asia Global Asia Global Asia Global Asia
Basic materials 49 2.7 2.8 1.5 17 19 29 19
Consumer cyclicals 6.8 25 11.8 2.2 20 22 38 30
S;crl‘ii:’rs‘er non- 75 3.0 47 19 22 21 29 25
Energy 2.6 14 1.3 0.5 11 18 4 5
Financials 19 0.8 1.7 1.1 9 19 9 16
Healthcare 42 1.6 2.6 1.5 9 17 21 20
Industrials 59 24 54 1.6 19 23 24 33
Real estate 47 3.0 3.8 24 13 18 16 19
Technology 1.7 0.8 0.8 0.5 19 23 23 38
Utilities 4.4 1.0 3.3 0.6 1 1 17 9

Note: The global dataset used contains 4 909 listed companies with data on the injury rate. Of these, 2 233 are in Asia. Additionally, the global
dataset used contains 10 308 listed companies, 4 157 of which are in Asia, with data on their working hours policy.
Source: OECD Corporate Sustainability dataset; LSEG.

Table A A.20. Average training hours by region, ROA P/E AND ROE quartile, 2024

ROA PIE ROE
(weighted by market cap.) (weighted by market cap.) (unweighted average)

Region 25% 50% 75%  100% = 25% 50% 75%  100% = 25% 50% 75%  100%
Global 32.0 46.2 38.3 451 57.9 411 431 25.7 28.5 32.9 38.1 34.3
Asia 447 64.0 53.7 55.8 72.3 57.1 57.8 36.6 31.1 38.3 42.3 39.5
ASEAN 31.0 411 40.7 39.6 48.0 52.9 36.2 259 23.0 244 214 26.8
China 56.3 89.5 75.0 61.3 64.8 772 83.7 57.0 41.1 483 68.4 57.1
Japan 237 285 25.0 21.0 19.5 332 217 19.7 17.6 259 320 234
South Asia 30.1 56.5 49.2 48.3 66.0 64.8 51.4 284 20.0 294 36.2 374
Other Developed Asia 422 426 57.6 70.2 54.9 61.9 75.1 472 327 36.3 439 425
Europe 256 321 285 26.7 29.9 33.1 28.0 241 20.2 21.0 243 256
United States 34.1 294 20.2 28.0 295 36.3 20.2 14.2 228 209 232 279

Note: ROA and P/E values are weighted by market capitalisation. The sample used to create this table contains 5 431 listed companies, of
which, 2 799 are in Asia, 765 are in ASEAN, 758 are in China, 260 are in Japan, 596 are in South Asia, 419 are in Other Developed Asia, 1 265
are in Europe, and 528 are in the United States. The sample of valid P/E observations is instead from 4 627 listed companies. ROE average
training hours correspond to average and not weighted.
Source: OECD Corporate Sustainability dataset; LSEG.
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Table A A.21. Employee turnover by region, ROA, P/E and ROE quartile, 2024

ROA PIE ROE
(weighted by market cap.) (weighted by market cap.) (unweighted average)
Region 25% 50% 75% 100% 25% 50% 75% 100% 25% 50% 75% 100%
Global 13.1 11.6 12.1 1.7 9.2 124 11.1 11.6 215 15.9 14.6 15.7
Asia 16.1 8.8 12.8 11.2 6.5 10.5 13.0 14.2 21.3 15.6 14.4 16.3
ASEAN 11.7 12.0 12.9 10.9 10.2 12.3 12.6 11.4 224 18.0 17.9 16.3
China 16.5 6.8 7.6 11.8 11.2 6.5 1.1 1.5 20.1 14.6 10.4 14.6
Japan 48 6.9 7.0 6.2 5.6 6.4 58 7.9 7.0 5.6 58 6.6
South Asia 20.6 19.2 191 14.8 8.3 13.7 212 17.5 232 221 19.9 17.3

Other Developed Asia 14.1 15.4 13.6 9.1 8.7 13.8 10.2 12.4 18.1 18.2 15.7 18.1

Europe

14.9 13.3 12.6 14.3 12.2 12.8 12.7 15.9 20.6 14.9 15.1 14.5

United States

6.7 12.5 12.0 10.6 13.9 114 8.7 9.3 17.6 17.5 16.4 14.6

Note: ROA and P/E values are weighted by market capitalisation. The sample used to create this table contains 5 431 listed companies, of
which, 2 799 are in Asia, 765 are in ASEAN, 758 are in China, 260 are in Japan, 596 are in South Asia, 419 are in Other Developed Asia, 1 265
are in Europe, and 528 are in the United States. The sample of valid P/E observations is instead from 4 627 listed companies. ROE turnover
values correspond to average and not weighted.

Source: OECD Corporate Sustainability dataset; LSEG.

Chapter 5

Cybersecurity challenges

The table provides a non-exhaustive list of notable security incidents affecting crypto-asset exchanges
across Asia. It provides insights into the common exchange-related vulnerabilities that are continually
exploited, highlighting that a regulation-based approach alone does not address hot-wallet risks.

Table A A.22. Notable crypto-asset exchange related security incidents

Incident

Description

Mt. Gox

Coincheck

KuCoin

Upbit

This incident was disclosed in February 2014 and took place in Japan. The magnitude of losses amounted to approximately 850 000
BTC; the fraud took advantage of accounting failures and hot wallet key compromises. No perpetrators have been arrested to date
(Trakx, 2025;23; Gemini, 2025(24)).

The Coincheck incident (also in Japan) was perpetrated in 2018 using phishing techniques, with losses in the range of USD 530 to
534 million. Suspects were not apprehended while funds were traced but not recovered. Vulnerabilities exploited included absence of
cold storage and the use of hot wallets (BBC, 20182s); Bitdefender, 2018;26;; Euromoney, 2018;27)).

This was a cross-exchange coordinated incident in 2020, with losses amounting to USD 281 million, enabled by the compromise of
private keys related to hot wallets. Perpetrators targeted Kucoin Singapore linked operations, and some recoveries were made
possible through freezing of assets (US Department of Justice, 20242¢;; Le Monde, 202429).

These incidents took place in Korea in 2019 and again in 2025, with losses of USD 50 million and USD 36 million respectively. Hot

wallets were targeted and exploited and perpetrators have not been publicly identified to date (Binance, 2025p30)), although Lazarus
Group has been strongly suspected as being behind the incident (Decrypt, 2025;31).

Note: This table provides a non-exhaustive list of exchange-related security incidents focused on exchanges based in Asia.
Source: Publicly available information, as referenced in the table.

Future impacts of quantum technology for crypto-assets

Quantum computing is an emerging field, leveraging quantum mechanics to process information and solve
challenges beyond the capabilities of current “classical” computers (OECD, 2026(32). While quantum
computing is at an early stage of development, the technology is advancing rapidly from theory to proof-
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of-concept. Policymakers and firms are increasingly focusing on the potential applications, including in the
financial sector, as well as the future risk profile.

Quantum computing has the potential to significantly enhance tasks that relate to optimisation, stochastic
modelling and machine learning (ESMA, 202633)). Such applications would be relevant for core financial
sector activities such as portfolio management, trade settlement, asset pricing and risk management credit
rating or fraud detection.

Quantum computing may however also pose risks for the financial sector, including in various aspects of
blockchain-based crypto-assets, with different blockchain ecosystems presenting different vulnerabilities.
However, research on such vulnerabilities is still at an early stage, building on the existing knowledge of
cyber-risks from classical computing, and drawing on researchers’ evolving understanding of future
quantum computing. The scope and level of risk posed by quantum computing will also depend on the
speed of development of underlying technologies, as well as the nature of the quantum architecture
deployed (Babbush et al., 202634).

Countermeasures are being developed, including the deployment of post-quantum cryptography (PQC) to
replace at-risk encryption techniques (Yang et al., 202435)). Practical challenges remain, though, namely
the complexity of transitioning to PQC across consensus-based blockchains, and the potentially higher
resourcing costs of PQC compared to existing encryption techniques (Khodaiemehr, Bagheri and Feng,
202636)).

The incorporation of advanced cryptographic techniques that build on quantum information theory, could
help to strengthen the cyber-resilience of blockchain technologies, and could also help reduce the energy-
intensity of current proof-of-work based architecture (ESMA, 202633; Amin et al., 2026(37;). These two
factors may contribute to greater sustainability and scalability of blockchain technology, although this
remains in the realm of theory.

Overview of policy initiatives and regulatory measures across Asia

Table A A.23. Crypto-assets: Key policy and regulatory developments across Asia

Jurisdiction Description

In 2026 the People’s Bank of China (PBoC), the National Development and Reform Commission, the National Financial Regulatory
Administration, the China Securities Regulatory Commission, and the State Administration for Foreign Exchange issued a notice
extending the scope of existing restrictions on crypto-asset activity in place since 2021. The notice expands restrictions to include
foreign entities providing crypto-asset services to entities based in China (Hankun Law, 20263g)).

In 2025, the Hong Kong Monetary Authority (HKMA) issued the Stablecoin Ordinance (HKMA, 202639)). The Stablecoin Ordinance
requires stablecoin issuers to apply for a licence before issuing or trading in stablecoins in Hong Kong (China). It also sets various
conditions for receiving a licence and for ongoing operation of stablecoins. Notably, issuers are required to ensure that the market
value of reserve assets backing a stablecoin are at all times at least equal to the par value of the outstanding stablecoins (HKMA,
20250)). Issuers are encouraged to over-collateralise with adequate buffers based on the risk profile of each reserve asset. They
Hong Kong must also ensure timely and adequate public disclosure of the reserve assets and how risks are managed.
(China)

China

In April 2026, HKMA issued the first two licences under the Stablecoin Ordinance, granted to two large established financial firms
(Elliptic, 202641). These two firms are expected to issue stablecoins for differing use cases, including retail peer-to-peer and
merchant payments, institutional settlement and cross-border payments.

The HKMA has also established a Stablecoin Issuer Sandbox, supporting experimentation and analysis of productive use cases
(HKMA, 2024142)). In 2024, the sandbox was opened to three participating companies (HKMA, 20243)).

In January 2025, Indonesia transferred responsibility for crypto-asset regulation and supervision from the Commodity Futures Trading
Supervisory Agency to the Financial Services Authority (OJK) (ABNR Law, 2025(4)). In December 2025, OJK issued a new regulation

Indonesia (No.23/2025), to strengthen the regulatory framework with a particular focus on crypto-asset based derivatives. The regulation
tightens requirements for traders and exchanges seeking to carry out (or facilitate) trading of such derivatives, for example through
compulsory notification to OJK, and requirements to screen customers to ensure they understand risks.
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Jurisdiction

Description

Japan

Korea

Malaysia

Pakistan

Philippines

Singapore

The Japanese government has also announced plans to regulate crypto-assets under the Financial Instruments and Exchange Act
(Tatsuno and Suga, 2026ps). Currently, crypto-assets fall under the Payment Services Act. The new framework is expected to
introduce disclosure requirements, restrictions on unfair trading practices, internal control requirements and strengthened supervision
and enforcement provisions — largely in line with requirements for other securities firms. In addition, the Government has signaled
that subsidiaries of banks and insurance companies will be allowed to issue, trade and intermediate crypto-assets, while the parent
companies will be permitted to hold crypto-assets as part of their investment portfolios. The planned reforms come in the context of
growing adoption of crypto-assets by retail and commercial investors, with approximately 8.5 million active crypto-asset accounts as
of January 2026 (JVCEA, 2026g).

In February 2026, the Financial Services Agency (JFSA) issued Draft Guidelines for Strengthening Cybersecurity in Cryptocurrency
Exchange Businesses (JFSA, 2026p7). The Draft Guidelines set out the JFSA’s roadmap for partnering with exchanges and other
crypto-asset service providers to strengthen cyber resilience. It encourages industry bodies to develop industry-wide cybersecurity
measures and to improve information-sharing. The Draft Guidelines have been shared for public consultation.

In November 2025, the JFSA launched the “Payment Innovation Project (PIP)”, within the FinTech Proof-of-Concept Hub. The PIP
aims to support proof of concept experimentation in the payments sector. The first selected project, focused on the issuance of a
stablecoin by multiple banks (JFSA, 20254s). The project is ongoing, with results to be published once concluded. In October 2025,
the first yen-backed stablecoin was issued in Japan (Kihara, 2025pg).

In 2024, Korea implemented the Protection of Virtual Asset User Protection Act (VAUPA) (FSC Korea, 2024;s50)). The Act builds on
updates to a separate law that requires virtual asset service providers to be registered and to comply with AML/CFT requirements.
It aims to protect deposits and virtual assets, deter unfair trading practices, and empower financial authorities to supervise, inspect
and sanction virtual asset service providers who fail to comply. The Act requires virtual assets owned by customers to be kept
separate from those owned by a virtual asset service provider, to ensure transparency and avoid misappropriation of assets. To
protect against fraud, cyber-attacks and operational risks, virtual asset service providers are also required to hold insurance against
hacking and technical malfunctions, to maintain a reserve fund for such incidents, and to maintain a surveillance system for all
suspicious transactions.

The Act has been complemented by industry-led best practice guidelines for virtual asset exchanges, covering aspects such as
disclosures, security standards, minimum requirements for listing a virtual asset, and preparation of a “virtual asset analysis report”
ahead of each new listing (DAXA, 2025;1)).

In June 2025, a Digital Asset Basic Act (DABA) proposal was introduced into Parliament (Kwon, 2026s2). DABA aims to be a
comprehensive law governing digital asset activity. The DABA will complement the Virtual Asset User Protection Act, introducing a
more comprehensive authorisation regime for virtual asset service providers, new regulatory measures specific to stablecoins, and
legalising initial coin offerings under close supervision. The DABA remains in the consultation phase as of April 2026. Certain
elements of the law remain under consideration, namely the eligibility criteria and governance requirements for firms seeking to issue
stablecoins.

In March 2026, the Securities Commission Malaysia (SCM) revised its Guidelines on Exchange-Traded Funds (ETFs). The revisions
provide guidance and new requirements to facilitate the offering of digital currency ETFs (SCM, 2026;53)). This follows updates to the
Guidelines on Digital Assets and the Guidelines on Technology Risk Management, aiming to strengthen capital market participants’
practices for operational and cyber resilience (SCM, 2024s4).

In July 2025, Pakistan introduced the Virtual Assets Act, which for the first time permits issuance and trading of crypto-assets and
establishes the Pakistan Virtual Assets Regulatory Authority (PVARA, 2025;ss)). The Act and PVARA aim to enforce compliance with
global AML/CFT, protect consumers and promote safe innovation. To that end, PVARA has established a regulatory sandbox, to
enable safe testing of innovative crypto-asset products and services.

In parallel, the Pakistan Crypto Council was established, including the Minister of Finance, Governor of the State Bank of Pakistan,
the Chair of the Securities and Exchange Commission, and federal secretaries for Information Technology and Law (Dawn News,
2025;5¢)). The PCC aims to facilitate coordination of policy development to promote crypto-asset activity in Pakistan, and to position
Pakistan as a leading jurisdiction in the global digital economy.

In May 2025, the Philippines Securities and Exchange Commission issued new rules applying to Crypto-Asset Service Providers
(CASPS) (Philippines SEC, 2025;57). The rules provide definitions for CASPs, set rules for registration and public disclosures, apply
AML/CFT rules, and set principles for consumer protection. These rules build on existing regulations by the Central Bank, which
require crypto-asset exchanges to register as remittance and transfer companies.

Since 2022, the Monetary Authority of Singapore (MAS) has been operating Project Guardian, a public-private partnership initiative
bringing together financial institutions, industry associations, central banks and regulators in Singapore and peer countries, to support
trials of tokenised funds, bonds, stablecoins and bank liabilities (MAS, 2025ss)). In 2025, two reports were published as part of Project
Guardian, the first focused on the expansion of tokenised funds such as tokenised money market funds (Guardian, 2025se;), and the
second providing guidance on operational, commercial, and regulatory considerations for the design and launch of crypto-assets
(MAS et al., 2025p0;). The second report closes with an operational readiness checklist for issuers and investors, aiming to increase
investor participation, improve operational efficiency in issuance, minimise risk and help maintain trust and legal compliance.
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Jurisdiction

Description

Thailand

Viet Nam

In January 2025, Thailand implemented personal income tax exemptions for capital gains from the sale of crypto-assets, for a period
of 5 years. The policy aims to align with the tax treatment of public securities, and to encourage uptake. In March 2025, the Thai
SEC also approved the issuance and trading of two leading stablecoins in Thailand (Global Legal Insights, 20251)).

In June 2025, Viet Nam’s National Assembly passed the Law on Digital Technology Industry (DTI Law). The DTl law introduces a
framework covering Al, semiconductors and crypto-assets, aiming to increase Viet Nam’s competitiveness with a goal of establishing
150 000 digital technology firms by 2035 (Singh, 2025;2). Notably, the law introduces regulations covering issuance, trading,
ownership, cybersecurity, and AML/CFT for crypto-assets, as well as a licensing regime for crypto-asset service providers (Ministry
of Finance of Viet Nam, 2025p3)). The law also introduces a regulatory sandbox regime along with measures to promote investment
and talent acquisition. The DTl law took effect from 1 January 2026.

Note: This table provides a non-exhaustive list of key policy and regulatory developments in 2024-2026, updated as of early-May 2026.
Source: Publicly available information, as referenced in the table.

Table A A.24. Overview of ongoing CBDC initiatives across Asia

Jurisdiction/

Institution

Description

BIS
innovation
hub

China

Hong Kong
(China)

India

Japan

Korea

Pakistan

Philippines

At the multilateral level, the Bank for International Settlements Innovation Hubs concentrate the exploration of CBDC projects that

involve several jurisdictions in Asia and beyond:

Project mBridge, which explored a shared multi-CBDC platform for real-time and cross-border wholesale payments, reached
minimum viable product stage in 2024 and was subsequently handed over by the BIS to participating central banks (Thailand,
China and Hong Kong (China) among them) for further development (BIS, 2024s4).

Project Mariana, completed in September 2023, successfully tested cross-border trading and settlement of wholesale CBDCs
between financial institutions in simulated euros, Singapore dollars and Swiss francs, using public-blockchain technology and
decentralised finance tools such as automated market makers (BIS, 2023s5)).

Project Aurum2.0 (with HKMA) focuses on improving privacy for retail CBDC payments by testing privacy-by-design approaches
and technologies such as pseudonymisation and zero-knowledge proofs (BIS, 2024e¢)).

In December 2025, People’s Bank of China further detailed its action plan to develop the digital yuan, launching a next-generation
management and infrastructure framework from January 2026 (Lu Lei, 2025;7)). The focus is on transitioning the e-CNY pilot toward
a deposit-based, two-tier system that supports cross-border use while avoiding monetary disintermediation and preserving financial
stability. With an accumulated total of 3.5 billion transactions at the end of November 2025, the Chinese CBDC pilot is the world’s
largest.

The Hong Kong Monetary Authority published in October 2025 the Phase 2 report of its retail e-HKD pilot, concluding testing of use
cases including programmability and tokenised asset settlement. HKMA stated it would prioritise wholesale CBDC work next while
preparing foundations for possible future retail use (HKMA, 2025;g)).

In January 2026, India announced the launch of a pilot using its digital rupee (which is also in pilot phase) for payments under the
public distribution system (Das, 2026;59)). The initiative uses the Indian retail CBDC in targeted government welfare disbursement.
As of March 2025, the total value of e-Rupee in circulation reached 10 billion (approximately USD 100 million), a ten-fold increase
since end-2023.

As of May 2025, Japan reported progress in its CBDC pilot programme testing system functionality, performance, and interoperability
with private payment systems. BoJ reaffirmed that any issuance decision depends on future public policy discussions (Bank of
Japan, 2025(7).

Korea formally entered Phase Il of Project Hangang in 2026, building on a large-scale real-transaction pilot conducted between
April and June 2025 involving digital currency and deposit tokens issued by the Bank of Korea and commercial banks (Bank of
Korea, 2026y71). Phase Il focuses on preparing for formal system adoption and commercialisation of deposit tokens, expanding
participating banks and merchants, enabling peer-to-peer transfers, and testing use as a payment rail for Al agents and tokenised
securities. In April 2026, the Bank of Korea emphasised that digital money research must support price and financial stability rather
than be pursued for speed or symbolism (ChosunBiz, 2026(72).

The State Bank of Pakistan, aided by Japan’s Soramitsu and the Japanese government, is preparing to launch a retail CBDC pilot
for a digital Pakistani rupee in 2026 while building internal capacity for issuance (Nikkei Asia, 202573)). The pilot will test offline
payment functionality via smartphones to support cash-heavy, low-bank-access regions and reduce cash distribution costs.

In early 2026, the Philippines indicated it is exploring a wholesale CBDC for settling tokenised government bond transactions. The
initiative is framed as a specialised financial market use case rather than a retail CBDC rollout (Fintech News Philippines, 202674)).

Note: This table provides a non-exhaustive list of key policy and regulatory developments in 2024-2026, updated as of early-May 2026.
Source: Publicly available information, as referenced in the table.
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