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rated high,compared to 63ercentin FY07 and 6gercentin FY06. However, as figure 1 shows, this
overall stability, masks development results changes in virtually all industries.

Figure 1: Stable overall development results mask changes in all industries
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Among our industry departments, AgribusineB¥rastructure andOil, Gas, Mining and Chemicals
had the strongest development results. Fagribusiness, the DOTS score rose by 28 percentage
points to 80 percent. The improvement was partly due to several oldewrd&b&d projects dropping

out and many newer highated prgects entering our reporting universe. The stronger performance
also was attributable to the fact that many agribusiness projects were not yet affected during the
initial period of the crisis.
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of this improvement has to be attributed to the fact that mature projects were less affected by the

crisis than projects in the implementation phase. Additionally, somer&ied projects approved in

1999 dropped out bthe reporting universe. All subsectors performed well, with DOTS scores

ranging from 78 percent (transportation, gas, water) to 81 percent (powat)the regional level,

most highrated projects were concentrated in Latin America. Development resul&Surope and
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average for all sectors.

Despite weaker commodity prices throughout most of FY09, QOil, Gas, Mining and Chemicals client
companies built on thir already solid=Y08performance. One third of the Oil, Gas, Mining and

Chemicals investments were located in Sdharan Africa, and the percentage of projects rated high
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and in the Middle East and North Africa regions, results were somewhat lower, due to higher
concentration and weaker performance of some basic chemical manufacturing projects. The limited

size of each regional portfolio, however, doex allow drawing definitive conclusions.
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to 77 percent in spite of the global financial crisi$his very moderate deterioration is partly

explained by gjnificant regional variations, ranging from substantial performanadines inEurope

and CentralAsia(-25 percent) to strong gains in South Asia (+18 percent). These regional differences

reflected numerous local factors related to the business enviramntd the counties where IFC

invested, including varying degrees of integration in global financial markets, diverse macroeconomic
fundamentals, different compositions by sgbctor and financial instruments, and distinct extents of
leverage and liquiditg ¥ f 20Ff FAYFYOAlIf &ddadSvyad ! RRAGAZ2YI @



markets operations; which often combines investments and advisory services with the intent of
maximizing the synergies between the twp also helped sustain Global Financill NJ S & Q
development results during this challenging year.

The development results of two departmerg$rivate Equity and Investment Funds and Information

and Communication Technologiesdeteriorated by 10 percentage points. For Private Equity and
Investment Funds, the deterioration mostly reflected the downturn of equity markets. For
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telecom projects that traditionally have been very successful and toward @itggects, including IT,

cable and broadband, whicre arguably more innovative and risky.

The Global Manufacturing and Services department remained the weakest performer among
industry departments, though with significant regional variations (73 gr@rof projects were rated

high in South Asia but only 20 percent in <tdgtharan Africa) that underscored the sensitivity of
manufacturing projects; particularly those involving small businessedo difficult investment

climates and poor infrastructurdn response, |IFC strategy in recent years has increasingly focused
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support to small businesses toward indirect support through financial intermediaries.
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investments rated high. Figureshows that weighted results were higher in all industries, indicating,
on average, that larger investments and companies tend to perform better.

Figure 2 Volumeweighted development results are stronger in all industries
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In part, the stronger performance of larger projedtsdue to a higher risk profile for small businesses

and investments, and the economies of scale of larger compaofeen equipped with better

management and corporate governance that make it easier for companies to overcome difficult
business environments and external shocksSib-Saharan Africa, for example, weighted results

were 25 percentage points higher than unweighted reswtsfirming that larger projects were able
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investments were particularly vulnerable to difficult investment climates, poor infrastructure, and

limited access tofiance. See also development results by region for further analysis.
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DOTS Development Outcome Scores: Global Financial Markets

DOTS Development Outcome by Region: Global Financial Markets
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Despite the global financial crisis, C /ofegations in financial marketduring FYOSontinued to

achievesolid development results: 7percent of our 155 rated projectsncluded ini KA & &SI NR&
reporting cohortdelivered high overall development resyltsompared to 81 percent in FY.08 all

the underlying performance areawariations over FYO8were within two percentage points,

includinga two percentimprovement of environmental and social performanitenks to which

Global Financial Marketare now at least at par withIFC across all performance ase When
gSAIKGAY I NB A& dz nil volunge 285pkereeht O anvedtyfedits ia findrial markets had

high development outcomes.

The very moderatedeclineof Df 20 f  CA Yy | dév@lbpmeént rasliltss] p&rily &xplained by

significant regionadisparities, ranging from substantial perfmance deteriorations in Central and

Eastern EuropeZ5 percent) to strong gains in South Asia (+18 percent). These regional differences

reflected numerous local factors related to the business environment of the desntvhere IFC

invested, including vaing degrees of integration in global financial markets, diverse macroeconomic
fundamentals, different compositions by sgbctor and financial instruments, and distinct extents of
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markets operations; which often combines investments and advisory services with the intent of
maximizing the synergies between the twp | f a2 KSf LJISR &adzaidl Ay Df20ol
development results during this challengipgar.

—h

By subsector, nearly half (45 percent) of the rated financial markets projects were focused on
commercial banking, 81 percent of which were rated high. Microfinance and small business projects
represented 15 percent of rated projects, for an average 7@e@r DOTS score that reflects the
greater challenges that this kind of projects present compared to more traditional commercial
banking operations.
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reaches peom and places most in need, including in IDA and cosdffected countriesAs of the

end of 2008 our clients provided over 1.2 million SME loans worth more than $90 billion and 8.5

million microloans worth $9.3 billion, as a result of our efforts developing commercially
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housing finance portfolio wasl$.5 billion.

Trade finance is also significantly broadening IFC's reach. The IFC Global TradePFiggiaoe has
greatly benefited banks in underfinanced markets, particularly in Africa, whatbne ¢ accounted
for 27 percentof the total volume of guarantees issued in FY09. The program bepafiisularly
small businessegdrade involving small andnedium enterprises accounted for f#ercent of the
overall number of guarantees providebuth-south trade i.e. trade between developing countries,
accounted for 4(ercentof the total number of guarantees provided
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Global Financial Markets Cluster Private Equity and Investment FundsCFN

DOTS Development Outcome Scores: Private Equity and Investment Funds DOTS Development Outcome by Region: Private Equity and Investment Funds
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Reflecting the downturn of equity markets, the development results of private equity and
investment fundsdeteriorated by10 percentage poirg over last year with 68 percent of the 47
rated projectsachieving high overall development results in FY09. The global downturn affected
mostly their financial performance, down to $@rcentfrom 74 percentin FY08. The scores of the
other underlying performance areas were mixed: economic performancedérémt) deteriorated

only slightly partly thanks to strong job creatj@nvironmental and social performan¢@é? perceni
improved moderately mirroring our efforts to ensure thatvesteefunds adopt our envonmental

and social standardsyhile private secto development impact gainesixpercentage points reaching

83 percent reflecting efforts to improve corporate governance at the fund and/or investee level.
Weighting results by the size of IFC investment sttbav significant improvement dfrivate Equity

and InvestmentFunds development results, with the overall development saa&ching79 percent

and allthe underlying performance areas moving up, in line with prior findings that larger funds
perform better as they are able to attract better and morgoexenced fund managers.

The relative majority; andthe most successful subsetof the 47 investmentsncluded in the FY09
reporting cohortwere concentratedin Europe and Central AsiBrojects inthe Middle East and
North Africawere even more successful, but the number of operations in this ragitam too small
to be meaningful. The strong result of projects in Europe @mtral Asia is surprising given that the
region has so far suffered more than any others the effectdhefglobal crisis, and this outcome is
explained more by the quality of the respective fund managers than by any regiocountry
specific factors.

IFC is one of the largest institutional investors in emerging markets private equity and has been a
pioneering investor in many underserved and frontier markets. In 2008, businesses supported
indirectly through IF®acked investment funds provided close to 740,000 jahsr 300,000 of

which were added after the funds started investing. Additionally, I€stments funds reached
more than 230 SMEs, invested in 189 companies with IDA exposure, had in their portfolio 285 high
growth companies, and employed 71 managers from developing countriggeft&ntmore than in

FY08).
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DOTS Development Outcome Scores: Infrastructure DOTS Development Outcome by Region: Infrastructure
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The overall DOTS scorelofrastructureprojects was 80 percent, for dmprovement ofthe already

solid resultsachievedduring FY08(73 percent of projects rated high due mostly to poorly

performing old projects dropping out of the reporting cohort or closing and-pestiorming new

ones entering it Additionally, twoprojects turred around their performance andbecame mostly

successful or successful during FYO®erdl, the number of projects with low development results

(11) remained almost the same as in FY08 J1But as the magnitude of the reporting cohort
increased54 rated projectsin FY09 vs. 45 in FYjp&he overall development outcome scorase to

80 percent. 2 KSYy ¢SAIKIGAYTI NBadzZ Ga 4 percentof ifydstméntgg @S a d YSy
infrastructurehad high development outcomes.
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underlying performance areas: economic (@€rcentvs. 73percen), environmental and social (81

percentvs. 75percen), and private sector development impact (8&rcentvs. 77percen). Financial

performance remained stable at §%rcent a very good result considering the globalconomic

crisis. As last yearinfrastructure clientsperformed above the overall |IFCaverage across all

performance areas.

By subsector, the analysis of the development results for the FY09 cohort of projects shoat that
subsectors performed well, with DOTS scores ranging from 78 percent (transportation, gas, water) to
81 percent (power).

As most FY09 cohort projeatgere concentrated in Latin Ameri@ndc to a lesser exteng in Europe
and Central Asjathe small mmber of projects in other regions does not allow meaningful
comparisons. Infrastructure development results for Europe and CentralWwssethe lowest of all
regions butabove L C /o¥eill average showing thatthe global crisis hdinot affected mature
operations in the sectaoyet, whichis surprising considerinigs overalleffects on this region.

In 2008,L C Lli@rd companies supplied water to 20.5 million customers, generated power to cover
the needs more than 140 million customeend distributedpower andgas to25 million and12.5
million people respectively IFGsupported companies provided transportation services for more
than 570 million passengersansportby railto nearly 155 million customers (mostly in East Asia),
transportation by air toover 90 millioncustomergmostly in Latin Americagndtransport by road to
over 327 million vehiclesa@ain, mostly in Latin AmericalMoreover, our portfolio companies
generated more than $4 billion in fiscal revenues to respedgernments as of end 2008.
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DOTS Development Outcome Scores: Information and Communication Technology || pOTS Development Outcome by Region: Information and Communication Technologies
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The FYO@evelopment result®f Global Information and Communication Technologiese weaker
than last year: 64percent of the 25 rated operations had high development outcome ratings
compared to 74ercentin FY08. Except environmental and social performawbéhremained very
high (96 percen) thanksin part to the presence of many projectsith negligible environmental
issues (Category Qesults in the other underlying performance areas were also weaker: financial
performance was only 4gercent(61 percentin FY03, economic performancwas 48 percent (65
percentin FYO®, and private setor development impact was A2ercent(83 percentin FYO3 partly
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projects that traditionally have been very successful in favor of other projects, incllidingble and
broadband, whictare arguably more innovative and risky. When weighting the development results
by investment volume, 7&ercent of CIT investments had high development outcome ratings
confirming that smaller projects often had greater rigkg. venture capital type investments) and
therefore showedc understandablyg lower development outcomes.

By subsectortelecommunications and interngtrojectsrepresened the great majority(21) of the
Information and Communication Technologieporting cohort and obtaired a solid(74 percent)
overall DOTS score, whilee few computer system design and engineering servizegects (four)
achieveda low (25 percen) DOTS scoreAmong internet telecommunications projects, more
traditional projects (18) obtaied DOTS scores between pg&rcentand 100percentdepending on
the category, whilenly one of the threecable and broadband projectgasrated high.

By region, mostnformation and Communication Technologig®jects (16 out of 25, equally split)
were located in South Asia and in East Asia and the Pacific. Whiteer88nt of the South Asia
projects were rated high, only 50percent of those in East Asia and the Pacifiotadned high
development outcomes refléimg a more general pattern across all IFC investments in the two
regions.

Investments intelecommunications and internet servichkave led to tangible development results
over time Mobile telephone projects have been drivers of strong performaarm as of December
2008, our clients have provided nearly 220 million connectioBanilion of which were new, and
have also helped extend financial services to over a million people, often in the most challenging
countries. Additionally, in 2008 our cliecwmpanies provided nearly 145,000 jobs, more than 25,000
of which were held by females, and also contributed over $2,100 million to government revenues.
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DOTS Development Outcome Scores: Oil, Gas, Mining and Chemicals DOTS Development Outcome by Region: Oil, Gas, Mining and Chemicals
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Oil, Gas, Mining and Chemicalgerationscontinued to be successful during FY09, achieving high
development results ratings in §tkercentof the casegfour percentage points more than in FYy08

dients achieved betterasults compared to FYG8so inall the DOTS underlying performance areas:
financial (8Qpercentvs. 75percen), economic (7®ercentvs. 67percen), environmental and social

(70 percentvs. 67percend, and private sector development impact (@rcentvs. 74percen).

After the decrease experienced last year due to the application of more stringent stan@fdd, Sy G a Q
environmental and social performance further consolidat#eCworks with clientsto ensure that
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performance standards; additionally, IFC also helps clients strengthen their capacity to manage
environmental and social issues and to achieve broad local support by stakeholders and local
communities When weighting results® L C/ Q& A y @ S3paraest yfiinvegt@dntd208 >

Gas, Mining and Chemicédlad high development outcomes.

The composition ofi K A & r@p@tindNddhbrtwas fairly well balanced betweesil, gas and mining
operationson the one handandchemicals operationsn the other handwithout major differences
in terms of development resultisetween the two groupsLookingmore indepth produces samples
too small to be draw any significant performance conclusions

One third of the Qil, Gas, Minirmqnd Chemicals investments were located in-Saharan Africa, and

the percentage of projects rated higBOpercen) g & Ay fAYyS GAGK GKS RSLI NI Y
However, results in East Asia and the Pacific and in the Middle East and North égiires were

somewhat lower, due to higher concentration and weaker performance of some basic chemical
manufacturing projects. The limited size of each regional portfolio, however, does not allow drawing

definitive conclusions.

Despite weaker commodity prices throughout most of FY@B,Gas, Mining andChemicalsclient
companies built on their already solilYO8performance providing an estimated $11.5 billion in
revenue to national and local governments, nearly 126,000 jaid,naore than $14 billion in goods

and services purchased localsthese benefits areaccomparied by potential environmental and
social risksakey rationale for IFC engagement in these sectors is to provide client companies the
expertise for diligent Bvironmental and social management. In conjunction with our projects, many
of our clients have put in place community development prograanstas of end 2008, they spent
$165 million on community development programs.



Global Infrastructure Cluster SubNational Financeg CSF

In FYO7, IFC and IBRD launched a joint sub national finance initiative, as part of the World Bank
DNER dzLJQ& & { Nl-inc@n@ ouririgsNtd hélp Iedalfg@ernments and public utilities improve
their creditworthinessand access financing for essential infrastructtirat they are entrusted to
provide asdeveloping countrieslecentralize IFCprioritizes projects that help mobilize resources

from private lenders and investors, mainly in local currency, to leveragempact and develop local
capital markets.

As sib-national finance is a relativelyew line of business for IF@ost operations are not yet

sufficiently mature to evaluate results fully. However, our investments are starting to show their

potential in erms of reach. The Bus Rapid Transit system in Guatemala City has reduced commuting

times and increased the availability and safety of public transportation, benefiting about 150,000

passengers per day. IFC's guarantee of the first local bond issue bgitghef Johannesburg
FIOAEAGFOSR (GKS YdzyAOALN fAdeQa | 0O0Saa G2 OFLRAGEE
expenditures with a focus on investments in the water and wastewater sector
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DOTS Development Outcome Scores: Agribusiness DOTS Development Outcome Scores: Agribusiness

100% |IFC OCAG 100% 100% 100%
b

90% A

80%

a0% |
71% 71% 1% 71%
88% 7%

0% 63%| o7
60%
50%
40%
30%
20% A
10% o

25 24 24 24
0%

Development Financial Economic Env. & Soc. PSD Impact
Cutcome Performance Performance Performance

DOTSIndicator

% Rated High
% Rated High

Along withInfrastructureand Oil, Gas, Mining and Chemicals, Agribusiness had the strongest FY09
development results. Whereas the first two industry departmectssolidatedtheir already solid

FY08 performances, Agribusiness imga® I & 0 &SI NDa LISNF2NXI yOS o6& I|fY2a
Themain reason behind thigery strongmprovementis related to the rollingixyear time slice that

we use to report development resultds the time slice we report on moved from 192904 in FY®

to 20002005 in FYO0Ssix low-rated projectsapproved in 1999 andegatively affected by factors

such aghe Argentine crisiand bad weatherdropped out thereporting pool. Similarly,10 of the 11

projects approved in 200%hat entered the pool we are reporting othis yearwere rated high

hence contributing to increase the DOTS score of Agribusidekfitionally, ssasonality shielded
severalagribusiness projects from the effects of tigebal crisis. Giverthat numerousAgribusiness

projects are seasonahumerousagribusiness clients did not experience the consequences of the

current global crisis until March 2008.ikkly, next fiscal year Agribusiness will witness some

moderate deterioration of development results, dt@the lag in the impact of input (fertilizer) price

increases and decreasg lower commodity prices, less credivailability, andterritorial climatic

problems (e.g. drought in South America)K Sy ¢ SAIKGAYy3I NBadzZ Ga 768 LC/ Qa
percentof investments imgribusines®iad high development outcomes.

Reflecting the progress made in termsof overall development results, all the underlying
performance area of Agribusiness operations alsmproved compared to FY08, with increases
ranging from 7 percent (environmental and social performance) to @rcent (private sector
development impact).

By subsectorand consistent with prior findingshe FY09 cohort of projecshowed that food and
beverage operations deliver much higher developmessults (94percent of projects rated high)
than agriculture and forestry projects (&rcentof projects rated high), the latter including both
crop and animal production.

Byregion,the relative majority ofagribusiness operationsere concentrated in Latin Ameridaine
out of 25projectg and, to a lesser extent, St#aharan AfricgsiX) and South Asigfive). While the
development results of agribusiness projects in the latter two regiwese actually belowaverage,
all Latin Amerian operationswere rated high.

IFC investments show the potential that agribusiness offers for development: in 2008 our portfolio
companies employed nearly 300,000 workers, paid almost $360 million in taxes, and reached more
than 1,600,000 farmers and 88,000 MSMEs.



Real Sector Cluste Global Manufacturing and ServicesCGM

Following the global downturn, the development results of Global Manufacturing and Services
operations in FY09 were five percentage points weaker than in FY08, and the percentage of projects

rated high was 54 percent. The underlying DOTS performance suéfased from the impact of the

adverse economic environment and registered low scores, with the exception of private sector
development impact, which improved by seven percentage points over the past year and scored a
respectable 75 percent. In FY09, thercentage of projects rated high in financial performance was

46 percent, in economic performance was 59 percent, and in environmental and social performance
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Gobal Manufacturing and Services had high development outcomes.

The Manufacturing and Services portfolio is much diversified since it encompasses numerous
business activities. In FYQ09, the main sectors were: tourism (18 percent of projects), industrial a
consumer products (15 percent), nonmetallic mineral product manufacturing (14 percent), chemicals
(11 percent), pulp and paper (10 percent), and wholesale and retail trade (eight percent). These
sectors performed in line with the whole Manufacturing aBervices portfolio with two exceptions:
non-mineral product (cement and glass) manufacturing and wholesale and retail trade, for which the
percentage of projects rated high was 75 percent and 67 percent, respectively.

Europe and Central Asia and LatimeXica were the two regions with most Global Manufacturing

and Services projects (25 each, or 22 percent):Salmran Africa had the least (10, or nine percent).
Development results varied significantly among regions. At one end, 73 percent of Manumgcturi
and Services projects in South Asia were rated high, a result almost 20 points higher than the overall
al ydzFl QGdzZNAy3 FyR { SNBAOS&a NBadzZ# G FyR aftAakKafte KA
development results delivered in this regibg clentsacross all industries. At the other end, only 20
percent of Manufacturing and Services projects in-Saharan Africa were rated high, emphasizing

the sensitivity of manufacturing projects especially those involving small businessesto
challengig investment climates and inadequate infrastructure. Since inSalfaran Africa most
Manufacturing and Services operations involve small and medium size enterprises (SMEs), these
adverse effects were magnifieds SMEs often suffer from low profitabilignd have limited ability

to withstand difficult business environmenike those prevailing in the region.

Manufacturing clients tend to create or maintain more employment and generate more local
purchases than any other sector. In 2008, IFC client cammpgrovided more than 520,000 jobs,
over 100,000 of which were held by females, with total wage payments of $4.9 billion; generated
sales for over $70 billion; paid $4.3 billion in taxes to governments; and purchased nearly $33 billion
in local goods andervices. The purchasingda further multiplier effectin the local econories
through the support for SMEs, indirect job creation, and increased tax payments.
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