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Loan Portfolio 

Tigure C-19: SpeciJic L-oan Loss Reserves, FY04-08 
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Figure C-20: Non-accruing Loans and Specific Reserves as a Percent of the Disbursed Loan Portfolio 
FY83-FY08 
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Table C-31: Specific Loan Loss Reserves by Region, F1'07-08 
Rese r re Change 

Region FY07 FY08 
(Sr\ l i I )  (W @Mil) (%I (SBfil) (YO) 

Sub-Saharan Afnca 
East Asia & Pacific 
South Asia 
Central & Eastern Europe 
Southern Europe & Central Asia 
Latin America &Caribbean 
Middle East &North Africa 
World 

63 
14 

6 
1 

22 
98 
21  

21.8 
25.4 

2.0 
0.2 
1.7 

33.7 
9.1 
0.0 

44 
56 

6 
4 
4 

I 8  
21  

20.2 (19) (29.9) 
25 4 (18) (24.5) 

2.8 0 3.4 
2.0 4 599.4 
1.6 (19) (84.1) 

35.1 (19) (19.9) 
12.2 0 0.8 
0.0 0 0.0 

I FC 291 100.0 219 100.0 (71) (24.5) 

.igure C-21: Loan Write-ofls (before recoveries), FYO4-08 
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Figure C-22: Credit Risk Rating Distribution as a Percent of Loans Outstanding - FY04, FY07 & FY08 
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IFC’s Credit Risk Rating (CRR) system provides information on the credit health o f  individual 
investments. When aggregated, the CRRs are a usefu l  indicator o f  the overall health and quality o f  
IFC’s portfolio at a point in time and o f  rating trends when periods are compared. The CRRs are 
effective predictors o f  loan defaults and investment impairment, and consequently are also used in 
determining general loan loss provisions. The CRR system has been in widespread use as part o f  the 
quarterly portfolio supervision process since 1998. 

0 The CRR loan rating methodology uses assessments o f  subjective information about country risk, 
market situation, management quality, and industry-wide profit margins, wi th quantifiable factors 
including past debt service record, expected debt service strength, security and support arrangements, 
and the profit trend o f  the obligor. CRR prompts the rater (usually an investment or portfolio officer) 
to assess risks and input company information related to the factors. The model than assigns 
numerical scores for each risk factor, and generates an overall risk score for loans, which i s  scaled 
into seven ratings. 

Ratings are defined on a seven category scale range which characterizes the creditworthiness o f  the 
rated entity. The better ratings (1 - very good, 2 - good, and 3 - average) generally indicate l itt le or 
no problem. A rating o f  4 (or watch) requires closer supervision, while those rated 5 (substandard), 6 
(doubtful), and 7 (loss) indicate problems which in al l  likelihood require interventions. 
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Equity Portfolio 

Table C-32: Equity Write-off und Loss ReseweAVrite-Down Trends, FY04-08 
Write-offs Equiw with Value below Disbursed 

@A o f  Impaired o/u of 
Nu tnher Number Disbursed Eqtuty 
ofCos. ($ hEi) ofCos. Companies ($ &lit) Equirj, 

Disbursed I 

FY04 80 206 21 1 35.2 454 17.7 
FY05 ' 246 460 209 36.2 413 15.1 
FY06 109 73 207 36.3 422 14.2 
FY07 73 45 205 35.6 409 11.5 

I. Impaired Equity for FY04 represents Spectfic Reserves on the Equity Portfolio. FY05-FY08, represents the 
amount of equity write-downs for equities with disbursed balances still on IFC'S books net of write-off 
recoveries. 
2. Higher level of Write-offs in FY05 followed implementation of EITF 03-I when spec@ equity reserves were 
written-down. 
3. Write-offs include loss on equity sales. 

FY08 ' 60 146 199 31.3 45 5 10.1 

Table C-33: Imvaired Eauitv' bv Region. FY07-08 

Sub-Saharan Africa 
East Asia & Pacific 
South Asia 
Central & Eastern Europe 
Southern Europe & Central Asia 
Latin America & Caribbean 
Middle East & North Africa 
Wor ld  

12 
106 
37 

8 
21 

197 
27 

1 

5.7 
12.2 
1 1 . 9  
3.3 
3.7 

19.6 
11.7 
0.8 

11 
86 
96 

9 
20 

1 8 3  
48 

2 

3 . 1  
9.7 

19.8 
1.5 
3.0 

17.9 
1 1 . 8  

2 .8  

2 Percentage ofeqirrty disbursed in the region 
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45% 1::: 
Figure C-23: Credit Risk Rating Distribution as a Percent of Equity Outstanding - FY04, FY07 & FY08 
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The CI2R equity rating methodology uses assessments which include subjective information about 
country risk, market situation, management quality, and industry-wide profit margins, equity value 
versus cost and future growth expectations. CRR prompts the rater (usually an investment or 
portfolio officer) to assess r isks and input company information related to the factors. The model 
assigns numerical scores for each risk factor, and generates an overall risk score for equity, which i s  
scaled into seven ratings. 

Ratings are defined on a seven category scale ranging which characterizes the health o f  the rated 
equity investment. The better ratings (1 - very good, 2 - good, and 3 average) generally indicate 
l itt le or no problem. A rating o f  4 (or watch) requires closer supervision, while those rated 5 
(substandard), 6 (doubtful), and 7 (loss) indicate problems. 
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Figure C-24: Environmental and Social Risk Rating Distribution (ESRR), FY08 
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0 IFC calculates an environmental and social risk rating (ESKR) for i t s  portfolio projects in most cases. 
The figure above shows the distribution o f  disbursed outstanding balances as o f  year-end sorted by 
ESRR. Projects rated 1 have very low risk, with the level o f  risk increasing through level 4 projects, 
which have very high risk. Each project i s  also categorized by their potential for adverse 
environmental or social impacts. Projects with minimal environmental or social impacts and 
financial intermediaries are not assigned an ESRR. In addition, some projects in the portfolio have 
no ESRR for reasons related to data availability. The figure shows that projects rated 1 and 2 
together with projects not requiring a rating total about 90% o f  the total portfolio. 
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