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International Finance Corp.

Major Rating Factors

Strengths:

• Very strong business profile, underpinned in particular by our assessment of

the public policy mandate as well as governance and management expertise.

• Extremely strong financial profile, as demonstrated by our risk-adjusted

capital ratio after adjustments of 29% and stronger liquidity ratios than most

peers.

• Very solid franchise, supported by 184 member countries, and a track record

of about 60 years.

Counterparty Credit Rating

Foreign Currency

AAA/Stable/A-1+

Local Currency

--/--/NR

Weaknesses:

• A private-sector focused mandate that exposes the IFC to higher risks than most multilateral lending institutions

and equity markets that significantly influence income.

• Large distributions to the benefit of another World Bank Group member, as well as various development initiatives.

Rationale

S&P Global Ratings bases its ratings on International Finance Corp.'s (IFC's) very strong business profile and

extremely strong financial profile. We assess IFC's stand-alone credit profile (SACP) at 'aaa'.

Our assessment of IFC's business profile as very strong reflects our view of the institution's role, mandate, and

governance; its relationship with shareholders; and the preferential treatment that shareholders give it over

commercial lenders.

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.

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. Like other

multilateral lending institutions (MLIs), IFC has been exempted from exchange controls when commercial debtors

have not (for example, in Ukraine last year), and it has greater influence on governmental policy formation regarding

members' business environment. It differs from MLIs that principally lend to sovereign governments, however, in that

its private-sector obligors do not have sovereign immunity and thus cannot grant them preferred creditor treatment.

Our assessment of IFC's financial profile is extremely strong. During the fiscal year ended June 30, 2015, IFC

committed $10.5 billion of new long-term purpose-related exposures (PRE), two-thirds of which were loans, almost

one-third were equity investments, and the remainder (3%) were guarantees and client risk management products.

These total commitments are slightly higher than in fiscal 2014 (ended June 30), but the total stock of PRE modestly

decreased: as of June 30, 2015, total committed PRE were $50.4 billion and total disbursed exposures and guarantees

were $39.7 billion.
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As a global institution, IFC's geographic exposure is well diversified, both within countries and aggregating exposures

at the country level. IFC has exposures in 122 different countries. Its five largest country PREs (India, China, Turkey,

Brazil, and Nigeria) represented 31% of total committed exposure in fiscal 2015 (the same share as in fiscal 2014,

though Nigeria replaced Russia in the list).

IFC's wide geographic and sector diversification accounts in part for our calculation of risk-adjusted capital (RAC) after

adjustments of 29% being higher than our figure of 14% before adjustments. The increase since last year's adjusted

ratio of 26% mainly reflects the increase in capital fueled by retained earnings, while exposures slightly decreased.

However, IFC's loss experience continued to deteriorate in fiscal 2015. The percentage of nonperforming loans (NPLs)

reached 6.2% of total disbursed loans, up from 5.1% as of June 30, 2014. Loan loss reserves increased

commensurately to cover about 110% of NPLs as of June 30, 2015. There is no specific concentration by country or

sector of the nonperforming assets: the country with the largest amount of NPLs represents 17% of total NPLs and 1%

of the total loan portfolio.

We expect IFC will be able to finance a large part of its growth through internal capital generation, given its profitable

record. IFC has not had a year of operational loss since its inception. This is despite its habitual grants to the

International Development Association (IDA; $340 million in fiscal 2015) and other facultative disbursements that IFC

carries as a nonoperating expense.

We calculate IFC's operating income as $0.4 billion for fiscal 2015 (a drop from $1.5 billion from fiscal 2014, and about

half of the average over the past five years). The fall results primarily from a reduction in the mark-to-market value of

equity portfolios, hit both by lower fundamental prospects, as well as an appreciation of the U.S. dollar against local

currencies in which most of these investments are made. IFC nevertheless realized capital gains of $1.3 billion in fiscal

2015, its third highest level in history.

As of end-December (end of the second quarter of the fiscal year ending June, 30, 2016), the IFC is in a position of

comprehensive loss of $0.8 billion. This is partly explained by large unrealized losses on the PRE, as well as by a

continuing rise of NPLs, reaching 7.2% as of end-December 2015, and associated provisioning. Again, the valuation

losses on the equity portfolio stem from both depreciation of the local currency against the U.S. dollar, and weakening

valuation fundamentals. We expect IFC's fiscal 2016 results will be weak and may remain in a substantial loss.

However, we assume that IFC's RAC ratio after adjustments will remain extremely strong over the next two years.

IFC is currently transitioning to two-way credit support annexes (CSAs) for its derivatives agreements. Previously, IFC,

like many other supranationals, did not have to post collateral with its derivatives counterparties, regardless of the

mark-to-market exposure of those counterparties to IFC. As of end-December 2015, $1,100 million of cash collateral

was posted under CSAs. In our opinion, the transition creates additional liquidity needs for IFC to cover for the

contingent risk of posting collateral following adverse currency or interest rates movements, but allows the institution

to better diversify its counterparty risk and obtain marginally better pricing on derivatives.

Our funding and liquidity ratios for IFC indicate that it would be able to fulfill its mandate as planned for at least one

year, even under stressed market conditions, without access to the capital markets. We consider that IFC benefits from

strong access to capital markets, bolstered by frequent issuance in many markets and currencies. IFC borrowed $14.8
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billion in 20 currencies during fiscal 2015 (versus $15.3 billion in fiscal 2014). In September 2015, IFC issued a sukuk

for $100 million to help the deepening of Islamic finance markets.

Our issuer credit ratings on IFC reflect our 'aaa' SACP since it has no callable capital.

Outlook

The stable outlook reflects our expectation that IFC's capital position and liquidity will remain strong enough to

withstand severe financial distress in its countries of operation.

If--contrary to our expectations--IFC's capitalization or liquidity ratios were to decline materially over the next two

years, or we were to observe that shareholder support for its public policy importance had diminished, the ratings

could come under pressure.

Business Profile: Very Strong

In our opinion, IFC has a very strong business profile. This opinion is based on our assessment of IFC's policy

importance to its shareholders, and its governance and management expertise.

Policy Importance

Our view of IFC's policy importance is based on the following strengths:

• IFC is one of the oldest MLIs and one of the largest, by number of shareholders. At its fiscal year-end 2015, it had

184 member countries (up from 56 in 1956), more than twice as many as any other MLI except its affiliates within

the World Bank Group. We therefore view IFC as having an unusually well-established policy mandate and a track

record that includes a number of credit cycles and capital subscription increases.

• US$194 million of capital subscription were received through June 30, 2015, within the scope of the selective capital

increase (SCI) approved by the IFC board of governors in March 2012. In our opinion, this decision indicates that

IFC's shareholders continue to view it as a relevant institution to their development policies, though we don't view

the capital increase as being significant. In July 2010, as a step to increase the contribution that developing and

transition countries (DTCs) make to IFC's strategic direction, IFC's board of directors recommended that its board

of governors make changes that would result in the voting power of DTCs increasing by 6.07% (of total voting

power), bringing DTC voting power to 39.48%. IFC's board of governors adopted this recommendation by raising

IFC's authorized share capital by US$130 million (5% of paid-in capital at year-end 2011), and through the issuance

of US$200 million of shares (including US$70 million of unallocated shares). As of June 30, 2015, IFC has received

payments in respect of the SCI totaling $194.303 million, and the remaining balance of $5.697 million also became

part of IFC's authorized and unallocated capital stock. The SCI has now closed.

• No major shareholder has recently withdrawn from IFC and none are expected to withdraw in the medium term.

• IFC's shareholders exempt it from all taxation.

• We view IFC's articles of agreement as equivalent to a treaty.

• In our opinion, IFC has a track record of generally benefitting from preferential treatment (as our criteria define the

term) by the governments of the countries in which it operates, and we expect this to remain so.
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That said, IFC's mandate restricts its focus to lending and otherwise investing in private-sector entities (with limited

exceptions for commercially operated public-sector enterprises, particularly if they are being privatized). Therefore,

IFC cannot benefit from preferred creditor treatment (PCT) as our criteria define the term, nor can it directly support

its members in a stress scenario.

IFC's articles of agreement state that the organization's purpose is to "further economic development by encouraging

the growth of productive private enterprise in member countries, particularly in the less developed areas. In carrying

out this purpose, the Corporation shall:

• In association with private investors, assist in financing the establishment, improvement, and expansion of

productive private enterprises which would contribute to the development of its member countries by making

investments without guarantee of repayment by the member government concerned, in cases where sufficient

private capital is not available on reasonable terms;

• Seek to bring together investment opportunities, domestic and foreign private capital, and experienced

management; and

• Seek to stimulate, and to help create conditions conducive to the flow of private capital, domestic and foreign, into

productive investment in member countries."

In addition, IFC offers its clients derivatives to help them manage interest-rate, currency, or commodity-price

exposures. It also provides advisory services to clients and member governments in a number of areas, including:

access to finance; investment climate; public-private partnerships; and sustainable business. We consider that these

ancillary services enhance IFC's policy importance to its members.

We also recognize that IFC's policy role may weaken, at some future point, as ongoing capital market development

results in increasing lending to and other investments in private-sector entities in the countries in which IFC operates,

by other (including, increasingly, private-sector) investors. Indeed, such an outcome would, in at least some sense,

mark the success of IFC's development mandate. Nevertheless, continued demand for IFC's services leads us to

believe such a point remains well beyond the foreseeable future.

Governance And Management Expertise

IFC's governance and management expertise benefits from the following strengths:

• An unusually diverse composition of government shareholders, compared with most MLIs. Of its 184 members,

IFC's largest voteholders at fiscal year-end 2015 were the U.S. (20.99% of voting power); Japan (6.01%); Germany

(4.77%); France (4.48%); and the U.K. (4.48%).

• No private-sector shareholding.

• Senior staff that possess considerable aggregate expertise and experience, and are high enough in number that

key-person risk is minimal.

• Under IFC's articles of agreement, all its powers are vested in its Board of Governors, to which each member

country may appoint a governor and an alternate and which must meet at least annually. With some specific

exceptions, decisions are delegated to the board of directors. Each of the six largest shareholders appoints one of

the 25 directors to this board, and the others are elected by the remaining members. One of the elected directors,

however, currently represents a single-country constituency. Except as the articles expressly provide, matters

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 8, 2016   5

1651596 | 302110838

International Finance Corp.



before the boards of governors and directors are decided by majority vote. IFC's articles state that the president of

IBRD is IFC's chairman by right of office. Although the articles do not require it, traditionally, the World Bank

president is also IFC's president. Day-to-day administration falls to Executive Vice President Philippe Le Houerou, a

French national who assumed office in March 2016, succeeding Chinese national Jin-Yong Cai.

• The World Bank Group is undergoing a significant restructuring which has affected IFC as well. A reorganization of

the vice-presidential level of management took place.

• As of June 2015, IFC had fewer than 4,000 staff members, of whom 40% were based at the organization's

headquarters in Washington, D.C., down from 55% in 2005 (when staff numbered 2,433). The rest are in field offices

around the world. IFC's staff has been increasing as its business has grown.

• Superior financial and risk management policies, and conservative investment of liquid assets. IFC has a wide set of

limits on the volume of large exposures, showing a limited risk appetite. Moreover, IFC manages the market risk

associated with investment of liquid assets through a variety of hedging techniques including derivatives, principally

currency and interest rate swaps and financial futures. All liquid assets are managed according to an investment

authority approved by IFC's board of directors and liquid asset investment guidelines approved by IFC's corporate

risk committee, a subcommittee of IFC's management team.

IFC's liquidity policy calls for liquid assets plus undrawn borrowing commitments from IBRD of no less than 45% of

the next three years' projected net cash needs. Moreover, IFC maintains proceeds from external funding equal to no

less than 65% of the sum of:

• 100% of committed-but-undisbursed straight senior loans;

• 30% of committed guarantees; and

• 30% of committed client risk-management products.

IFC's organizational structure now includes two vice presidents (VP) in charge of risk management and sustainability,

distinct and of equal seniority to IFC's other VPs. James Scriven, one of the two VPs in charge of risk, left IFC effective

Oct. 31, 2015, to join the Interamerican Investment Corporation, and was replaced by Saran Kebet-Koulibaly. Jin-Yon

Cai, the executive VP and CEO of IFC, also announced his departure, effective Jan. 8, 2016, and was replaced by

Philippe Le Houérou, previously VP in charge of Policy and Partnerships at the European Bank for Reconstruction and

Development.

We consider IFC's business profile to be very strong, despite shareholders' track record of requiring IFC to redistribute

its earnings to the benefit of other World Bank Group members (such as IDA), or other causes (such as small and

midsize enterprises [SMEs] in IDA countries). In fiscal 2015, those grants amounted to US$340 million, compared with

US$251 million in fiscal 2014. In the same year, income before grants to IDA (of US$749 million) comfortably

exceeded this value. Since fiscal 2007, IFC grants to IDA have never been less than US$150 million (per year).

In January 2014, Honduran and international civil society groups such as Oxfam heavily criticized IFC for its financing

of Dinant Corp., a Honduran palm oil and food company headquartered in Tegucigalpa, as the company was accused

of several abuses related to land disputes, displacement of communities, violence, and environmental impacts in the

Aguan valley. Since April 2014, IFC has implemented a Draft Enhanced Action Plan and its Compliance Advisor

Ombudsman (CAO) has conducted audits and reviews as a result of the complaints. As of April 2016, the major points

of the action plan have been implemented.
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Financial Profile: Extremely Strong

In our opinion, IFC has an extremely strong financial profile. This opinion is based on our assessment of IFC's capital

adequacy, and its funding and liquidity profile.

IFC prepares its financial statements according to U.S. generally accepted accounting principles (GAAP).

Table 1

International Finance Corp. Selected Indicators

Dec-2015 Jun-2015 Jun-2014 Jun-2013 Jun-2012

Balance-sheet characteristics

Liquid assets/adjusted total assets (%) 54.6 53.2 51.2 50.7 51.5

Purpose-related assets (gross)/adjusted total assets (%) 40.5 41.8 44.3 44.1 40.5

Net loans/adjusted total assets (%) 24.0 24.4 26.9 26.9 25.7

Private-sector loans/total loans (%) 100.0 100.0 100.0 100.0 100.0

Equity investments/adjusted total assets (%) 14.3 15.4 15.4 15.1 12.9

Other indicators

RAC ratio after adjustments (%) 29 29 26 29 30

Static funding gap§ at 1 year (x) N/A 1.4 1.5 1.8 2.3

Gross debt/adjusted common equity (x) 2.2 2.1 2.1 2.0 2.2

Short-term debt (by remaining maturity)/gross debt (%) N/A 19.6 18.2 23.6 16.8

Net income/average adjusted assets (%) 0.4 0.5 1.8 1.3 1.8

§The static funding gap is maturing assets divided by maturing liabilities. It is cumulative and based on scheduled receipts and payments.

RAC--Risk-adjusted capital. N/A--Not available.

Capital Adequacy

Table 2

International Finance Corp. Risk-Adjusted Capital Adequacy

Financial data as of June 30, 2015, parameters as of May 25, 2016

(Mil. US$) EAD* S&P Global Ratings RWA Average S&P Global Ratings RW (%)

Credit risk

Government and central banks 17,749 1,664 9

Institutions 25,469 13,490 53

Corporate 18,657 28,010 150

Retail 0 0 0

Securitization 12,461 5,532 44

Other assets 3,040 4,702 155

Total credit risk 77,376 53,399 69

Market risk

Equity in the banking book 16,853 111,036 659

Trading book market risk -- 0 --

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 8, 2016   7

1651596 | 302110838

International Finance Corp.



Table 2

International Finance Corp. Risk-Adjusted Capital Adequacy (cont.)

Total market risk -- 111,036 --

Insurance risk

Total Insurance risk -- 0 --

Operational risk

Total operational risk -- 6,801 --

RWA before MLI adjustments -- 171,237 100

MLI adjustments

Industry and geographic diversification (17,206) (10)

Single-name concentration 2,503 1

Preferred creditor treatment 0 0

High risk exposure cap (72,858) (43)

Total MLI adjustments (87,561) (51)

RWA after MLI diversification 83,676 49

Adjusted common equity S&P Global Ratings' RAC ratio (%)

Capital ratio before adjustments 24,426 14

Capital ratio after adjustments -- -- 29

MLI: Multilateral lending institution. *Exposure at default. §Exposure and S&P Global Ratings' risk-weighted assets for equity in the banking book

include minority equity. holdings in financial institutions. RWA--Risk-weighted assets. RW--Risk weight. RAC--Risk-adjusted capital. Sources:

Company data as of Dec. 31, 2011, S&P Global Ratings.

Capital And Earnings

As of fiscal 2015 year-end, our RAC ratio for IFC was 14%--a very high ratio compared with commercial banks. After

our standard adjustments for MLIs, this ratio increases to 29%. The improved MLI-adjusted RAC reflects the cap we

apply to high-risk exposures (so that capital allocated does not exceed the exposure amount), as well as IFC's broad

geographic and sectorial diversification.

IFC organizes its exposure-generating operations into two distinct business segments:

• Its treasury activities, which include its borrowing, liquid asset management, and asset/liability management; and

which generate holdings of deposits, securities, and derivatives as well as borrowings; and

• Its purpose-related activities, which generate its loans, holdings of clients' debt securities, equity investments,

guarantees, and risk-management exposure.

Treasury activities

Consistent with its more commercial orientation than that of most MLIs, IFC seeks to bolster its income through its

treasury activities, capitalizing on the 'AAA' credit rating and resulting low funding costs. However, it does so in a

manner that appears to contain the associated credit and market risk.

Credit risk

IFC invests its liquid assets in instruments issued--or unconditionally guaranteed--by governments and government

agencies and instrumentalities (37% at fiscal year-end 2015); corporate securities (13%); asset-backed securities (ABS;
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29%); cash, time deposits, and other unconditional obligations of banks and financial institutions (19%); money market

funds (1%); and securities it purchased under resale agreements (1%). In addition to the market, credit, and liquidity

risks arising from these investments, IFC also incurs credit risk from its use of swaps. IFC manages these risks via,

among other means, credit quality limits (varying by counterparty and transaction type), individual counterparty limits,

and credit support annexes.

Exchange-rate risk

IFC's reporting currency is the U.S. dollar. At fiscal year-end 2015, 50% of its liquid assets and 75% of its net loans

were U.S. dollar-denominated. The nondollar liquid assets and loan portfolio is usually swapped into U.S. dollar

exposures. However, the equity portfolio bears foreign exchange risk as exposures are not hedged. At the same time,

41% of IFC's borrowings outstanding were in currencies other than the U.S. dollar, particularly the Australian dollar

(13%). IFC's nondollar borrowings are generally swapped into floating-rate U.S. dollar obligations.

Interest-rate risk

Most of IFC's loans (78% at fiscal year-end 2015) are floating-rate and generally reprice in no more than one year. On

the other hand, IFC's borrowings are predominantly fixed-rate. IFC employs swaps to transform its fixed-rate

borrowings into variable-rate ones and to transform its fixed-rate loans and liquid assets into variable-rate ones.

Other risks

Residual market risk remains from asset write-offs, prepayments, reschedulings, different LIBOR reset dates, or

unforeseen losses from treasury operations. IFC monitors these sources of risk and periodically addresses them

through market operations, and they appear to be well-contained.

Purpose-related activities

IFC's development priorities have evolved, and in recent years it has focused more on activities deemed to have a high

developmental content: finance and insurance still have a broad share of the disbursed portfolio at fiscal year-end 2015

(39.8%), along with electric power (10.7%) and collective investment vehicles (8.4%). Although IFC does not engage in

emergency lending to governments (unlike the IBRD), it can respond to financial crises that affect the private sector. In

addition to being consistent with its developmental role, such countercyclical behavior has often proven highly

profitable for the corporation.

Client eligibility

In earlier years, IFC did much of its business with larger and stronger companies in its developing member countries.

This partially reflected the paucity of medium- and long-term financing from commercial sources, even for these

entities. However, in recent years, IFC has sought to support SMEs more than previously, either directly

or--increasingly--through financial intermediaries, and also to focus more on "frontier" (less-developed) countries.

Composition of financing provided

IFC's articles state that "the corporation may make investments of its funds in such form or forms as it may deem

appropriate under the circumstances." Its main financing activities remain loans and equity investments, but in more

recent years it began providing risk-management products (such as interest-rate and currency hedges) and actively

using its ability to provide guarantees.

New long-term commitments increased by 6% during fiscal 2015, to US$17.1 billion, while IFC disbursements
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increased by 4% to US$9.3 billion; 75% of which were loans and 25% were equity investments. We expect the

proportion of loans to remain stable in the coming years, as it has been since 2008.

Table 3

International Finance Corp. Principal Business Activities

Dec-2015 Jun-2015 Jun-2014 Jun-2013 Jun-2012

Purpose-related assets (gross)/adjusted total assets (%) 40.5 41.8 44.3 44.1 40.5

Net loans/adjusted total assets (%) 24.0 24.4 26.9 26.9 25.7

Public-sector (including sovereign-guaranteed) loans/total

loans (%)

0 0 0 0 0

Private-sector loans/total loans (%) 100 100 100 100 100

Equity investments/adjusted total assets (%) 14.3 15.4 15.4 15.1 12.9

Total guarantees (mil. $) 3,242 3,168 3,679 3,565 3,420

Total adjusted assets* (mil. $) 88,640 87,548 84,130 77,525 75,761

*Adjustments made to reported shareholders' equity to calculate adjusted common equity (an institution's cash capital) are carried through to

total assets.

Loans

Loans, typically variable-rate, remain IFC's most important financing instrument, accounting for 57% of PRE at fiscal

year-end 2015.

Unlike MLIs lending to sovereigns or sovereign-guaranteed borrowers (which typically charge each borrower the same

spread over their cost of funding), IFC is free to vary the terms of its financings by client. However, to the extent that it

follows the directive in its articles to provide financing "in cases where sufficient private capital is not available on

reasonable terms," accurate pricing benchmarks often are not available and appropriate pricing can be difficult to

determine. IFC has developed an internal methodology to price its loans and guarantees.

Equity investments

IFC's equity portfolio is the largest among MLIs. The corporation's equity investments:

• Consist primarily of common and preferred stock and are usually denominated in the currency of the country in

which the investment is made;

• Include a small amount of quasi equity;

• Are concentrated in finance/insurance and collective investment vehicles (35% and 25%, respectively, of the total

equity portfolio at fiscal year-end 2015), with the remainder widely diversified by industry; and

• Are intended to be sold when the developmental role has been completed and they have reached certain

holding-period and pricing thresholds.

IFC's equity portfolio has been a very important contributor to the corporation's overall profitability.

Guarantees

At fiscal year-end 2015, issued guarantees (including trade-finance facilities)--those that IFC has committed itself to

providing--were US$4.1 billion, down from US$4.7 billion one year earlier. Guarantees outstanding--those for which a

client's underlying financial obligation has been incurred--were US$3.2 billion, also down since the previous year. In

addition to helping clients obtain local currency financing on terms otherwise unavailable, partial guarantees can also

foster the development of domestic capital markets, which IFC views as part of its developmental role.
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IFC Asset Management Company LLC

IFC Asset Management Company LLC (IFC AMC) has expanded its activities over the past year--assets under

management have risen by 33% since fiscal year-end 2014. 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. As of

year-end June 2015, IFC AMC managed US$8.5 billion, in ten funds, three of them established during the last financial

year:

• The Global Capitalization Fund (US$3 billion, comprising US$1,275 million in the Equity Capitalization Fund;

US$1,725 in the Subdebt Capitalization Fund), designed to strengthen systemically important emerging market

banks, funded with US$1 billion from IFC and US$2 billion from Japan Bank for International Cooperation;

• The ALAC Fund (US$1 billion), designed to allow sovereign wealth funds and similar investors to participate in IFC

equity transactions in sub-Saharan Africa, Latin America, and the Caribbean, funded with US$200 million from IFC

and US$800 million from other investors;

• The Africa Capitalization Fund (US$182 million), to capitalize systemically important commercial banking

institutions across Africa, funded entirely by investors other than IFC (including the European Investment Bank, the

African Development Bank, and the OPEC Fund for International Development); and

• The Russian Bank Capitalization Fund (US$550 million assets under management), designed to invest in midsize,

commercial banks in Russia that are either privately owned and controlled, or state-owned and controlled but on a

clear path to privatization, funded primarily by IFC.

• The Catalyst Fund (US$418 million), established in fiscal 2013, designed to invest in selected private equity funds

focusing on climate and resource efficiency.

• The Global Infrastructure Fund (US$1.4 billion, up from US$1.2 billion in the previous year), established in 2013, to

make equity and equity-related investments in infrastructure in global emerging markets.

• The China Mexico Fund (US$1.2 billion), established in 2015 to focus on equity-related investments across different

sectors of the Mexican economy.

• FIG Fund (US$344 million), established in fiscal 2015 to invest in equities across emerging markets.

• GEM Fund of Funds (US$406 million), established in fiscal 2015 to invest in other investment funds in the emerging

market space.

Earnings

As an MLI, IFC does not seek to maximize income. Rather, it seeks to balance its development goals against

maintaining its financial strength and increasing its risk-bearing capacity. This is reflected in its making grants for

various purposes, which are treated for accounting purposes as expenses in the income statement and therefore

reduce both its operating and net income. Nevertheless, IFC's income is important because, barring a paid-in capital

increase, its income is the principal source of increases in its shareholders' equity.

The contribution of equity investments to overall financial performance continues to be highly variable, and we expect

it to remain so, as we anticipate that global equity market conditions will continue to heavily influence IFC's overall

financial performance.

Table 4

International Finance Corp. Summary Statement Of Income

(Mil. $) YTD Dec-2015 Jun-2015 Jun-2014 Jun-2013 Jun-2012

Interest income 826 1,678 1,531 1,423 1,569

Interest expense 166 258 196 220 181
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Table 4

International Finance Corp. Summary Statement Of Income (cont.)

(Mil. $) YTD Dec-2015 Jun-2015 Jun-2014 Jun-2013 Jun-2012

Net interest income 660 1,420 1,335 1,203 1,388

Operating noninterest income 455 956 1,923 1,837 1,621

Other noninterest income 164 380 397 354 404

Operating revenues 1,281 2,634 3,454 3,260 3,190

Noninterest expenses 731 1,423 1,418 1,401 1,207

Credit loss provisions (net new) 221 204 101 289 144

Operating income after loss provisions 163 749 1,739 1,350 1,658

Net income 163 409 1,488 1,010 1,328

Other comprehensive income (930) (6) 113 616 (1,030)

Comprehensive income (767) 403 1,601 1,626 298

Memo:

Net increase (decrease) in cash and cash equivalents during the year 3,308 2,283 230 (542) 1,580

YTD--Year to date.

We calculate that IFC's net income reached US$0.4 billion in fiscal 2015 (a drop from US$1.5 billion in fiscal 2014, and

about half of the average over the past five years). The fall results primarily from a reduction in the mark-to-market of

equity portfolios, hit both by lower fundamental prospects, as well as an appreciation of the U.S. dollar against local

currencies in which most of these investments are made. IFC's nevertheless achieved realized capital gains of US$1.3

billion in fiscal 2015, its third highest level in history. We expect equity investment performance will remain highly

variable and add volatility to IFC's profits/losses.

Comprehensive income similarly decreased to US$0.4 billion from the US$1.6 billion achieved in 2014 and 2013. As of

end-December 2015, or the end of the second quarter of fiscal 2016, the IFC is in a position of comprehensive loss of

US$0.8 billion. This further decline in income is partly explained by a continuing rise of NPLs, reaching 7.2% as of end

December, and associated impairments, as well as by large unrealized losses and impairments on the equity portfolio.

Risk Position

Although IFC cannot benefit from PCT (as it does not lend to governments), its MLI-adjusted RAC ratio does benefit

from its wide geographic and sectorial diversification. It also benefits from the cap we apply to high-risk exposures (so

that capital allocated does not exceed the exposure amount). Our standard MLI-adjusted RAC ratio for IFC is 29%,

which is higher than that of most MLIs. Our RAC ratio also takes into account our view of the care with which IFC

manages its exposures, even compared with its MLI peers. The RAC ratio could come under pressure if the IFC

portfolio was to become less diversified, its equity investments were to increase significantly, or the credit quality of its

sovereign exposures was to deteriorate.

Exposure concentrations

Although IFC had exposure in 122 countries at fiscal year-end 2015, the amounts of these exposures vary widely. In

terms of aggregate country level exposures, the Republic of India has been IFC's largest country of exposure since
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fiscal 2010, with about 10% of its disbursed investment portfolio at fiscal year-end 2015. Its five largest country PREs

(Turkey, Brazil, China, and Nigeria, in addition to India) amounted to 31% of total exposure (in aggregate), showing

IFC's high geographic diversification. Exposure is limited by country and obligor and limits vary according to variables

such as the size of the country's economy and the level of its external debt.

Of the US$10.5 billion of new long-term finance commitments signed during fiscal 2015 on IFC's own account, 23%

were concentrated in Latin America and the Caribbean, 22% were in East Asia and the Pacific regions, and 18% were

in Sub-Saharan Africa. Notably, the share of East Asia and the Pacific regions increased from 16% to 22% over the

fiscal year. Absolute figures for fiscal years 2014 and 2015 are not comparable as IFC no longer includes its trade

finance program into the definition of new commitments.

In addition, IFC's loss experience has been modest, though deteriorating since 2014. IFC wrote off US$34.1 million in

loan principal during fiscal 2015 (less than 0.5% of total loans as of fiscal year-end 2014 , and partially offset by

recoveries of US$4 million), compared with a total of US$44 million the year before. Realized gains on equity increased

by 27% to US$1,288 million after already exceptional performance in 2014, but the total income on equity, including

unrealized gains, fell almost three times to US$427 million. We expect equity investment performance will remain

highly variable, and generate volatility in IFC's profit and loss account.

Moreover, IFC keeps showing a very good, though somewhat deteriorating, portfolio quality that has a 91.9%

collection rate (falling for the fourth consecutive financial year from 97.7% in 2012) and principal outstanding on NPLs

increased to 6.2% of total disbursed loans as of end-June 2015 (5.1% in the previous year).

Table 5

International Finance Corp. Five Largest Unweighted Country Exposures* (%)

Jun-2015 Jun-2014 Jun-2013 Jun-2012

India 9.5 India 9.8 India 9.6 India 9.2

China 7.2 Turkey 6.2 Brazil 6.5 Brazil 6.1

Turkey 6.3 Brazil 5.8 Turkey 6.1 Turkey 6.1

Brazil 5 China 5.3 China 5.4 Russia 5.5

Nigeria 3.2 Russia 4.1 Russia 4.7 China 5.3

Purpose-related assets (gross; mil. US$) 36,582 37,263 34,154 30,651

*Based on committed exposures.

Funding And Liquidity

Our funding and liquidity ratios indicate that IFC would be able to fulfill its mandate for at least one year, even under

extremely stressed market conditions, without access to the capital markets. Moreover, we estimate that it would not

need to reduce the scheduled disbursements of its loan commitments, even if half of the total commitments were to be

drawn in one year.

IFC is currently transitioning to two-way Credit Support Annexes (CSAs) for its derivatives ISDA agreements.

Previously, IFC, like many other supranationals, did not have to post collateral with its derivatives counterparties,

regardless of the mark-to-market exposure of those counterparties to IFC. As of end-December 2015, US$1,100 million
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of cash collateral was posted under CSAs. In our opinion, the transition creates additional liquidity needs for IFC, to

cover for the contingent risk of posting collateral following adverse currency or interest rates movements but allows

the institution to better diversify its counterparty risk and obtain marginally better pricing on derivatives.

Qualitatively, we view IFC's funding program as broadly diversified by both geographic market and type of investor,

given IFC's frequent issuance in many markets and currencies. IFC borrowed US$14.8 billion in 20 currencies during

fiscal year 2015. In August 2015, IFC issued a £100 million sukuk, and in June 2015 it began issuing short-term notes

in Turkish lira, but its biggest issuance is a five-year US$2.25 billion bond in July 2015. IFC has increased the average

maturity of its new borrowings from 4.2 years to 4.5 years, and its average funding costs have fallen by 1 basis point

relative to LIBOR.

In addition, IFC has returned to the New Zealand dollar markets and also increased its use of private placements with

institutional investors. It has also continued to issue in Brazilian real and Russian ruble, but in lower volumes than in

the previous fiscal year.

The authorized borrowing program for 2016 is up to US$17 billion and IFC can also borrow up to US$2.0 billion to

prefund part of the fiscal 2016 program. IFC's funding, after the effect of swaps and other derivatives is taken into

consideration, is overwhelmingly in U.S. dollars (94% of market borrowings, at the end of fiscal 2015).

Furthermore, IFC bonds are eligible collateral for transactions with a number of prominent central banks (such as the

European Central Bank, the Bank of England, and the Reserve Bank of Australia), which we consider helps to assure

access to a number of major lending markets, in a stress scenario. We understand that IFC's market access improved

during the financial crisis which began in 2008, on flight-to-quality. We believe it likely that this would again be the

case, in a similar scenario.

Table 6

International Finance Corp. Summary Liquidity And Funding Ratios

Dec-2015 Jun-2015 Jun-2014 Jun-2013 Jun-2012

Liquidity ratios

Liquid assets / adjusted total assets (%) 54.6 53.2 51.2 50.7 51.5

Cash and cash equivalents / liquid assets (%) 27.7 19.5 16.6 17.4 20.5

Securities / liquid assets (%) 72.3 80.5 83.4 82.6 79.5

Liquid assets / gross debt (%) 91.2 90.8 87.0 87.7 87.4

Liquid assets / short-term debt by remaining

maturity* (%)

N.M. 463.4 478.3 371.6 519.4

Liquid assets net of deposits / total adjusted assets

(%)

54.6 53.2 51.2 50.7 51.5

Liquid assets net of deposits / gross debt (%) 91.2 90.8 87.0 87.7 87.4

Liquid assets net of deposits / short-term debt by

remaining maturity* (%)

N.M. 463.4 478.3 371.6 519.4

Funding ratios

Static funding gap§ at 1 year (x) N/A 1.4 1.5 1.8 2.3

Short-term debt (by remaining maturity) / adjusted

total assets (%)

N/A 11.5 10.7 13.7 9.9

Gross debt / adjusted total assets (%) 59.9 58.6 58.8 57.9 59.0
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Table 6

International Finance Corp. Summary Liquidity And Funding Ratios (cont.)

Dec-2015 Jun-2015 Jun-2014 Jun-2013 Jun-2012

Gross debt net of liquid assets / adjusted total

assets (%)

5.3 5.4 7.7 7.1 7.4

Short-term liabilities (by remaining maturity) / total

liabilities (%)

6.6 23.4 23.8 29.5 25.2

Total liabilities / adjusted total assets (%) 73.3 72.1 71.5 71.3 72.8

Gross debt / adjusted common equity (x) 2.2 2.1 2.1 2.0 2.2

Short-term debt (by remaining maturity) / gross

debt (%)

N/A 19.6 18.2 23.6 16.8

*Short-term debt by remaining maturity includes short-term debt (maturing in less than 12 months) and long-term debt maturing in the next 12

months. §The static funding gap is maturing assets divided by maturing liabilities. It is cumulative and based on scheduled receipts and

payments. N.A.--Not available. N.M.--Not meaningful.

Likelihood Of Extraordinary Shareholder Support

We assign no uplift for the likelihood of extraordinary shareholder support, in the form of 'AAA' shareholders

answering one or more calls on callable capital allocations in the event of a stress scenario, since (unlike most MLIs)

IFC has no callable capital.

Table 7

International Finance Corp. Summary Balance Sheet

(Mil. US$) Dec-2015 Jun-2015 Jun-2014 Jun-2013 Jun-2012

Assets

Cash and money market instruments 13,427 9,086 7,155 6,842 8,011

Securities 34,997 37,470 35,886 32,500 31,036

Total deposits 10,975 7,509 5,916 5,889 5,719

Liquid assets 48,424 46,556 43,041 39,342 39,047

Net loans 21,304 21,336 22,589 20,831 19,496

Equity interests/participations (nonfinancial) 12,694 13,503 12,988 11,695 9,774

Purpose-related assets (gross) 35,899 36,582 37,263 34,154 30,651

Purpose-related assets (net) 33,998 34,839 35,577 32,526 29,270

Derivative assets 3,518 3,255 2,913 3,376 4,615

Fixed assets N/A 178 191 200 208

Accrued receivables N/A 1,274 1,148 1,018 1,553

Other assets, other 2,700 1,446 1,260 1,063 1,068

Total assets 88,640 87,548 84,130 77,525 75,761

Total adjusted assets* 88,640 87,548 84,130 77,525 75,761

Liabilities

Other borrowings (gross debt) 53,113 51,265 49,481 44,869 44,665

Other liabilities 7,609 7,162 5,371 4,645 4,119

Derivative liabilities 4,622 4,225 1,985 2,310 1,261

Total liabilities 64,984 63,122 60,140 55,250 55,181
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Table 7

International Finance Corp. Summary Balance Sheet (cont.)

(Mil. US$) Dec-2015 Jun-2015 Jun-2014 Jun-2013 Jun-2012

Shareholders' equity

Paid-in capital and surplus 2,566 2,566 2,502 2,403 2,372

Revaluation reserve 1,088 2,040 2,244 1,857 1,450

Retained earnings 20,809 20,641 20,196 18,713 17,695

Other equity 19 22 53 38 N/A

Accumulated other comprehensive income (loss) (826) (843) (1,005) (736) (937)

Shareholders' equity 23,656 24,426 23,990 22,275 20,580

Memo:

Total guarantees 3,242 3,168 3,679 3,565 3,420

*Adjustments made to reported shareholders' equity to calculate adjusted common equity (an institution's cash capital) are carried through to

total assets. N/A--Not available.

Chart 1
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Related Criteria And Research

Related Criteria

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

Related Research

• International Finance Corp. 'AAA/A-1+' Ratings Affirmed On Upholding Metrics Despite Volatile Conditions;

Outlook Stable, Dec. 23, 2015

Ratings Detail (As Of June 8, 2016)

International Finance Corp.

Counterparty Credit Rating

Foreign Currency AAA/Stable/A-1+

Local Currency --/--/NR

Senior Unsecured
Greater China Regional Scale cnAAA

Senior Unsecured AAA

Short-Term Debt A-1+

Counterparty Credit Ratings History

09-Dec-1997 Foreign Currency AAA/Stable/A-1+

05-Apr-1990 AAA/Stable/--

16-Jun-1989 AAA/--/--

09-Nov-1998 Local Currency --/--/NR

09-Dec-1997 --/--/A-1+

*Unless otherwise noted, all ratings in this report are global scale ratings. Standard & Poor's credit ratings on the global scale are comparable

across countries. Standard & Poor's credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and

debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.

Additional Contact:

SovereignEurope; SovereignEurope@standardandpoors.com
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