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International Finance Corporation

[1] Data for fiscal years which end June 30. [2] Using net income.

Credit Strengths

Credit strengths of the IFC are:

- Strong shareholder support

- Solid asset quality, reinforced by preferred creditor status

- Robust capital base

- Very high liquidity

Credit Challenges

Credit challenges for the IFC are:

- Potential emerging market debt problems, as exemplified by the Argentine crisis. If generalized, this could
seriously affect asset quality.

Rating Rationale

Ratings

Category Moody's Rating
Outlook Stable
Issuer Rating Aaa
Senior Unsecured Aaa
Other Short Term P-1
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Key Indicators

International Finance Corporation[1]
2001 2002 2003 2004 2005 2006 2007

Assets (US$ Mil.) 23,386 24,727 26,756 26,940 28,723 28,487 34,491
Equity (US$ Mil.) 6,095 6,304 6,789 7,782 9,798 11,076 14,130
Brwgs+Gts./Subscr Cap+Acc Earn (X) 2.55 2.67 2.60 2.13 1.60 1.40 1.22
Loss Res/Loans (%) 16.68 21.88 18.22 14.02 9.91 8.30 6.53
Return on Average Assets (%) [2] 1.42 0.84 1.77 3.50 6.95 4.33 8.68
Return on Average Equity (%) [2] 4.79 2.77 5.89 11.27 20.22 11.23 20.84
Interest Coverage Ratio (X) 1.36 1.49 3.15 8.04 7.52 3.12 4.50

Opinion



Moody's Aaa rating of the International Finance Corporation (IFC), a part of the World Bank Group, is based on its
strong member support, preferred creditor status, and prudent capital adequacy and liquidity. These factors should
continue to support the rating despite periods of financial and economic turmoil that sometimes affect the countries
to which the IFC is exposed, leading to substantial increases in non-performing loans. The NPL ratio has come
down from a high of over 16% in FY2003 to 2.9% in FY2007. This shift demonstrates not only the improvement of
the global economic situation, but also the success of the IFC 's measures to improve its portfolio.

The IFC is a profitable supranational agency organized as a joint stock company with sovereign owners, primarily
serving private sector companies but guided by a mission to encourage private investment in support of economic
development. The basic business - lending to and investing in private companies in developing country economies
- is highly risky, but the risk is mitigated by strong capital and reserves as well as by the preferential treatment
accorded from shareholder governments. Transfer risk, for example, is minimized by host government policies
granting the IFC and its clients special access to foreign exchange.

Because the IFC's mission is very different from that of multilateral lenders that lend to governments, it is
structured differently. For example, the organization does not have "callable capital," which is a factor in Moody's
rating of the World Bank, for example. Thus, the IFC's rating is based more on the Corporation's ability to
withstand a fairly high level of non-performing loans in its portfolio, something which does not occur in other
multilateral lenders.

In addition, the IFC's rating depends on Moody's evaluation of the organization's risk management capabilities,
since it takes considerably more risk than other multilaterals. The record of the organization to date has been
good, with the level of write-offs being very low.

The ability of the IFC to manage payment difficulties in borrowing countries has been illustrated in several
countries, including Argentina. While a number of its borrowers were severely affected by the economic situation in
the country and could not continue to service their debts, the IFC still had a higher proportion of its borrowers that
continued to make payments than did most other foreign lenders. The Argentine government specifically allowed
IFC-client companies in the country access to foreign exchange that was not allowed to other companies.

The IFC is conservatively leveraged, with a 1.2:1 ratio of outstanding borrowings and guarantees to capital
according to Moody's calculation. The IFC has a leverage policy ceiling of 4.0:1; the ratio is calculated with
outstanding debt (including derivatives and other liabilities as well as borrowings) and commitments to capital. In
recent years, actual leverage has been substantially below the ceiling. Since 1993, the corporation has controlled
its off-balance sheet risk through use of a risk-weighted capital adequacy ratio. At fiscal year-end 2007, this ratio
stood at 57.1% against the policy minimum of 30%.

Rating Outlook

The outlook is stable. The IFC's credit strengths should continue to allow it to withstand financial problems in the
countries in which its borrowers are located.

What Could Change the Rating - DOWN

The IFC's Aaa rating is solid. However, should there be a generalized emerging market debt crisis that affected
several of the organization's largest exposures, Moody's would have to examine the rating. This would depend
upon the countries involved, the IFC's portfolio in those countries, and the financial condition of the IFC at that
time. Such a scenario seems unlikely, though it cannot be ruled out.

Recent Developments/Results

The Corporation released restated financial statements for the three years through FY 2007, ended June 30. The
restatement was prompted by auditors' recommendation to treat as derivatives certain equity investments that had
features such as provisions for profit sharing. As a result, the net income was lower than previously reported in all
three years. The largest change was in 2007, when net income was reduced by $128 million to $2.5 billion, still the
highest in the history of the Corporation.

© Copyright 2008, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc.
(together, "MOODY'S"). All rights reserved.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE 
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, 
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY 
FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All 
information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the 
possibility of human or mechanical error as well as other factors, however, such information is provided "as is" without warranty 
of any kind and MOODY'S, in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness, 
completeness, merchantability or fitness for any particular purpose of any such information. Under no circumstances shall 
MOODY'S have any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or 
relating to, any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or 



any of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis, 
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special, consequential, 
compensatory or incidental damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in 
advance of the possibility of such damages, resulting from the use of or inability to use, any such information. The credit ratings 
and financial reporting analysis observations, if any, constituting part of the information contained herein are, and must be 
construed solely as, statements of opinion and not statements of fact or recommendations to purchase, sell or hold any 
securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY 
MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be weighed solely as one factor in any 
investment decision made by or on behalf of any user of the information contained herein, and each such user must accordingly 
make its own study and evaluation of each security and of each issuer and guarantor of, and each provider of credit support for, 
each security that it may consider purchasing, holding or selling. 
 
MOODY'S hereby discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and 
commercial paper) and preferred stock rated by MOODY'S have, prior to assignment of any rating, agreed to pay to MOODY'S for 
appraisal and rating services rendered by it fees ranging from $1,500 to approximately $2,400,000. Moody's Corporation (MCO) 
and its wholly-owned credit rating agency subsidiary, Moody's Investors Service (MIS), also maintain policies and procedures to 
address the independence of MIS's ratings and rating processes. Information regarding certain affiliations that may exist 
between directors of MCO and rated entities, and between entities who hold ratings from MIS and have also publicly reported to 
the SEC an ownership interest in MCO of more than 5%, is posted annually on Moody's website at www.moodys.com under the 
heading "Shareholder Relations - Corporate Governance - Director and Shareholder Affiliation Policy." 
 


