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Research Update:

International Finance Corp. 'AAA/A-1+' Rating
Affirmed; Outlook Remains Stable

Overview

• We have affirmed our 'AAA/A-1+' issuer credit rating on International
Finance Corp. (IFC).

• We continue to assess IFC's financial profile as extremely strong,
supported by a risk-adjusted capital (RAC) ratio of 26% as of June 2014.

• IFC's business profile is very strong, which--combined with its financial
profile--leads us to assess its stand-alone credit profile as 'aaa'.

• The stable outlook reflects our view that IFC's credit strengths will
remain in place.

Rating Action

On Dec. 11, 2014, Standard & Poor's Ratings Services affirmed its 'AAA'
long-term and 'A-1+' short-term issuer credit ratings on International Finance
Corp. (IFC). The outlook remains stable.

Rationale

The ratings on IFC are based on its very strong business profile and extremely
strong financial profile, as our criteria define these terms. Its
standard-alone credit profile (SACP) is 'aaa'.

Our assessment of IFC's business profile as very strong reflects our view of
its role, mandate, and governance; its relationship with shareholders; and the
preferential treatment that shareholders give it over commercial lenders.

IFC received US$131 million of capital subscriptions as of June 30 2014, which
is within the scope of the Selective Capital Increase (SCI) that IFC's board
of governors approved in March 2012. Although this is not a significant
capital increase, we consider this to be a further demonstration of IFC's
shareholders' support of its public policy mandate.

IFC is a member of the World Bank Group, and although it cooperates closely
with other institutions in the group, it is legally and financially
independent. It now has 184 member countries compared with 56 when it was
founded in 1956. The World Bank Group is being restructured, and we expect a
few hundred departures as a result, though this primarily affects the bank
rather than the IFC. This is the World Bank group's most comprehensive
restructuring in the last two decades.
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IFC pursues its mandate of encouraging the growth and development of the
private sector in developing member countries, principally by lending to and
investing in private-sector entities, without government guarantees. Although
in the past IFC obligors have been exempted from exchange controls when
debtors of commercial external creditors have not, and although IFC has
greater influence on governmental policy formation regarding the members'
business environment, in our view it does not benefit from preferred creditor
treatment in the same manner as an MLI lending only to the public sector.

Our assessment of IFC's financial profile is extremely strong. IFC increased
its total assets by 9% during fiscal-year 2014 (ending June 30) to US$84
billion, of which US$26.9 billion were loans and debt issued by clients and
US$13 billion was equity investments. In addition, IFC had US$3.7 billion in
guarantees outstanding, bringing its purpose-related exposure (PRE) to US$43.5
billion (52% of total assets plus guarantees), a 9% year-on-year increase.

As a global institution, IFC's geographic exposure is well diversified, both
within countries and aggregating exposures at the country level. Its five
largest country PREs (India, Turkey, Brazil, China, and Russia) totalled about
31% of total exposure. IFC's high level of geographical and sectorial
diversification accounts in part for our calculation of RAC after adjustments
of 26% being higher than our figure of 17% before adjustments. The decline
since last year's adjusted 29% ratio mainly reflects the larger emerging
markets sovereign exposures as part of the treasury portfolio. This results in
a single name concentration that is US$6 billion higher in fiscal-year 2014 (a
64% year-over-year increase). This concentration penalty on IFC sovereign
treasury exposures ignores the short-term nature of the exposures, which are
quite different from typical public-sector loans from many other MLIs.

In addition, IFC's loss experience has been modest, though it deteriorated in
2014 compared to 2013. IFC wrote off US$44.5 million in loan principal in
fiscal-year 2014 (less than 0.5% of total loans as of fiscal 2014 year-end,
and partially offset by recoveries of US$1 million) compared with roughly
US$13 million in each of the past two years.

IFC's equity portfolio performed well this year, with a realized gain of
US$1,013 million. Total income--including unrealized gains--increased by
US$557 million to US$1,289 million. However, we expect equity investment
performance to continue to be highly variable and to add volatility to IFC's
profits/losses.

We expect IFC to be able to finance a large part of its growth through
internal capital generation, given its profitable record. This is despite its
habitual grants to International Development Association (US$251 million in
fiscal 2014) and other board-of-governors-approved transfers reducing the flow
from income to retained earnings. IFC's operating income reached US$1.5
billion in fiscal-year 2014 as per our calculations, 2.7x higher than in
fiscal 2013. Comparing the two periods, performance was much higher in fiscal
2014, with an operating return on average assets plus guarantees of 1.8% (0.7%
in 2013) and a return on average shareholders' equity of 6.6% (2.7% in 2013);
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performance by both measures in 2014 was almost back to 2012 and 2011 levels.

The activities of IFC Asset Management Co. LLC (IFC AMC), which consists of
seven different funds, have expanded over the past year, with the assets under
management having risen by 15% since fiscal year-end 2013 to US$6.4 billion.
The company was established in 2009 as a wholly owned subsidiary to manage
both IFC and third-party capital mobilized under various purpose-related
initiatives.

Our funding and liquidity ratios for IFC indicate that it would be able to
fulfil its mandate as planned for at least one year, even under stressed
market conditions, without access to the capital markets. We believe IFC
benefits from strong access to capital markets, bolstered by frequent issuance
in many markets and currencies. IFC borrowed US$15.3 billion in 17 currencies
during fiscal-year 2014 (three more than in 2013). In August 2014, it issued a
£500 million bond after being out of the pound sterling market for three
years. Similarly, IFC issued its first Uruguayan peso-denominated bond, a
five-year US$10 million equivalent deal. The authorized borrowing programme
for 2015 is up to US$15.5 billion, and IFC can also borrow up to US$2.0
billion to pre-fund part of the fiscal-year 2016 program.

IFC has no callable capital, so our issuer credit ratings reflect our 'aaa'
SACP.

Outlook

The outlook on IFC is stable. We expect IFC's capital position and liquidity
to remain strong enough to withstand severe financial distress in its
countries of operation.

If--contrary to our expectations-- both IFC's capitalization and liquidity
ratios were to decline materially, or we were to observe that shareholder
support for its public policy importance had diminished, the ratings could
come under pressure.

Related Criteria And Research

Related Criteria

• Multilateral Lending Institutions And Other Supranational Institutions
Ratings Methodology, Nov. 26, 2012

Related Research

• Supranationals Special Edition 2014, Oct. 8, 2014
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Ratings List

Ratings Affirmed

International Finance Corp.
Issuer Credit Rating
Foreign Currency AAA/Stable/A-1+
Senior Unsecured
Foreign Currency AAA
Foreign Currency Principal AAAp
Greater China Regional Scale cnAAA

Additional Contact:

SovereignEurope; SovereignEurope@standardandpoors.com

Complete ratings information is available to subscribers of RatingsDirect at
www.globalcreditportal.com and at spcapitaliq.com. All ratings affected by
this rating action can be found on Standard & Poor's public Web site at
www.standardandpoors.com. Use the Ratings search box located in the left
column. Alternatively, call one of the following Standard & Poor's numbers:
Client Support Europe (44) 20-7176-7176; London Press Office (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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