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Aaa stable
Annual credit analysis

OVERVIEW AND OUTLOOK
The credit profile of International Finance Corporation (IFC) is underpinned by its very high
intrinsic financial strength, driven by strong capital adequacy and liquidity and the high
creditworthiness of its major shareholders, combined with their commitment to support the
institution. These strengths counterbalance a somewhat riskier business model compared
with other multilateral development banks (MDBs), given IFC's focus on private sector
lending and equity investments in emerging and frontier markets.

IFC benefits from very strong capitalization, relatively lower leverage than Aaa-rated MDB
peers, very low asset concentration, a prudent risk management framework, ample liquidity,
and strong market access to a deep and diverse funding base. These features allow the
institution to withstand relatively higher levels of nonperforming assets without impairing its
overall creditworthiness.

Unlike most MDBs, IFC does not benefit from callable capital provisions or any other form
of contractual support from shareholders. However, we believe that, in the very unlikely
scenario that it is unable to service its own debt, shareholders' willingness and capacity to
provide financial support would be very high.

The stable outlook reflects our view that IFC will maintain its very high capital adequacy,
liquidity, as well as shareholders' willingness and capacity to provide support, thereby keeping
its credit profile in line with the Aaa rating.

Downward pressure on the credit profile could emerge if IFC's asset quality deteriorated
substantially because of credit stress among its largest borrowers and investments in
emerging markets and frontier economies. Notwithstanding its very strong intrinsic financial
strength and prudent risk management, evidence that shareholders' willingness or capacity to
provide financial support has weakened would also be credit negative.

This credit analysis elaborates on IFC’s credit profile in terms of capital adequacy, liquidity
and funding and strength of member support, the three main analytical factors in our
Supranational Rating Methodology.

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1204410
https://www.moodys.com/credit-ratings/International-Finance-Corporation-credit-rating-2391
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1147813
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Organizational structure and strategy
Structure

The International Finance Corporation (IFC) is a multilateral institution that furthers the economic development of member countries
through the promotion of private investment. IFC is a member of the World Bank Group (WBG), which also includes the International
Bank for Reconstruction and Development (IBRD, Aaa stable), the International Development Association (IDA, Aaa stable), the
Multilateral Investment Guarantee Agency (MIGA), and the International Centre for Settlement of Investment Disputes (ICSID).
IFC makes loans to and equity investments in private sector entities, organizes syndications, mobilizes third party capital and offers
advisory services. As well as deploying its own resources, it has sought to catalyze additional investment flows to private companies in
developing countries.

As of the fiscal year ended 30 June 2019 (FY2019), IFC leveraged a capital base that included $2.6 billion in paid-in equity contributed
by 185 members, and $25 billion in accumulated earnings and other comprehensive income. With a 22% voting share, the United
States (Aaa stable) continues to exercise significant influence over the institution. Other shareholders with large voting power include
Japan (A1 stable), Germany (Aaa stable), France (Aa2 positive), and the United Kingdom (Aa2 negative). Between them, these five
shareholders account for 43% of total capital and 41% of voting power.

Membership of the International Monetary Fund (IMF) and the IBRD are prerequisites for IFC membership. Provisions in the institution's
articles ensure that the board of directors is identical to that of the World Bank, facilitating the coordination of the two institutions’
policies and operations. However, the distribution of voting power on IFC's board differs from that of the World Bank due to different
ownership patterns.

Strategy

IFC pursues the same overarching goals as other WBG organizations, namely achieving the 2030 Agenda for Sustainable Development,
ending extreme poverty and boosting shared prosperity in every developing country. In fulfilling its goals, it explicitly emphasizes
profitability as one of its proximate priorities, along with development impact, a notable difference from many other MDBs.

As part of its current IFC 3.0 strategy, which it adopted in December 2016, IFC is working more closely with WBG partners to maximize
financing for development (MFD), pursuing private sector solutions where they can help achieve development goals, and reserve
scarce public finances for where they are most needed, with a greater emphasis on the poorest and more fragile regions with the most
difficult markets.

The strategy entails not only leveraging private sector markets, but also creating the conditions for markets to flourish. This means a
more deliberate and systematic approach to creating markets, particularly in IDA and fragile and conflict-affected situations countries
(FCS), as well as stronger leadership in mobilizing private sector resources for development. IFC has also aligned its advisory business
even more closely with investment operations to better support upstream work and make it an integral part of its business. As a result,
it is increasing its mobilization efforts, expanding its ability to take on more risk following a $5.5 billion increase in paid-in capital
endorsed by the WBG's Development Committee in April 2018, and widening its toolkit with new tools, approaches and frameworks. It
is also seeking to engage with a broader pool of co-investors.

Examples of changes IFC has implemented to deliver its 3.0 strategy include a corporate scorecard to align delivery around 3.0
commitments; a new operations leadership team and workforce planning to align staffing with strategy; the introduction of a joint
private sector window between IDA, IFC, and MIGA, a $2.5 billion risk mitigation platform supporting a scaling-up of IFC-MIGA
engagements in IDA and FCS, offsetting risks and other investment impediments; and introducing an advisory window for creating
markets, a funding facility to enhance upstream project preparation and address complex challenges to creating markets in eligible FCS
and IDA countries. To unlock pools of private capital for development, which is crucial to efforts to optimize its balance sheet, IFC has
several mobilization platforms allowing institutional investors to engage in emerging markets projects that they would otherwise have
deemed too risky.
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CREDIT PROFILE
Our determination of a supranational’s rating is based on three rating factors: capital adequacy, liquidity and funding, and strength
of member support. For multilateral development banks (MDBs), the first two factors combine to form the assessment of intrinsic
financial strength. Additional factors that can impact intrinsic financial strength, including risks stemming from the operating
environment or the quality of management, are also considered. Strength of member support is then incorporated to yield a rating
range. For more information, please see our Supranational Rating Methodology.

Capital adequacy score: a3

Scale aaa aa1 aa2 aa3 a1 a2 a3 baa1 baa2 baa3 ba1 ba2 ba3 b1 b2 b3 caa1 caa2 caa3 ca c

+ Assigned -

Sub-factor scores

Capital position

Development asset credit quality

Asset performance

aa3

baa

baa1

Capital adequacy assesses the solvency of an institution. The capital adequacy assessment considers the availability of capital to cover assets in light of their 

inherent credit risks, the credit quality of the institution's development assetsand the risk that these assets could result in capital losses.

Note: In case the Adjusted and Assigned scores are the same, only the Assigned score will appear in the table above.

Factor 1: Capital adequacy

We assign IFC a capital adequacy score of “a3.” The score combines our assessments of “aa3” for capital position, “baa” for
development asset credit quality, and “baa1” for asset performance.

Lower leverage than most Aaa-rated MDBs

As of June 30, 2019, the end of IFC's FY2019, the institution's leverage ratio (development-related assets and treasury assets rated A3
and lower as a percentage of usable equity) stood at 163%, significantly lower than the latest (end-2018) Aaa median (see Exhibit 1).
The ratio has steadily decreased as IFC's development-related assets (DRAs) portfolio has grown more slowly than its usable equity (see
Exhibit 2). IFC's capital base is further boosted by its explicit emphasis on profitability and growing its capital base through retained
earnings, a distinguishing feature of its credit profile. Other MDBs have not-for-profit mandates and rely primarily on capital increases
from their members to grow.

Exhibit 1

IFC has lower leverage than other Aaa-rated peers
Ratio of development-related assets and treasury assets rated A3 and
below to usable equity

Exhibit 2

Retained earnings drive capital accumulation
$ billion and % of usable equity
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IFC typically outperforms peers in respect of returns on equity and collects higher interest on its loans (see Exhibits 3 and 4). We
include a one-notch upward adjustment in the subfactor score for capital position to account for its track record of retained earnings.
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Exhibit 3

The IFC records higher returns than most peers...
Return on average equity

Exhibit 4

...and charges more interest than peers
Interest income as % of gross loans
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While IFC’s business model facilitates profit-making and capital accumulation, it also exposes it to year-to-year fluctuations. The
business model resembles that of a merchant bank, with higher risk tolerance than a universal commercial bank, with the result that
nearly all components of revenue are subject to some fluctuation. In addition, IFC does not use its equity portfolio to smooth results,
focusing to a greater extent on optimizing the timing of equity divestment to maximize long-term profitability while achieving its
development objectives.

IFC in FY2019 recorded a profit (net income) for the third year in a row, though the result ($93 million) was substantially lower than
in 2018 ($1.3 billion) and 2017 ($1.4 billion). A $253 million loss in equity investments (compared with a $853 million gain in FY2018)
was a major driver of the reduction. The loss was exacerbated by the adoption of ASU 2016-01, which results in all unrealized gains
and losses on investments in equity being included under net income (see box, below). A $534 million increase in borrowing costs
compared with FY2018 also depressed net income. These negative effects were partly countered by rising income from loans, which
grew by $397 million to $1.8 billion, driven by increasing interest rates. The weighted average contractual interest rate on loans was
6.3% as of 30 June 2019, up from 6.0% a year earlier.

Absent major changes to risk appetite or its capital adequacy framework, we expect IFC’s capital adequacy ratios to remain largely
unchanged in the medium term, even with the implementation of the 3.0 strategy noted above. The $5.5 billion capital increase will
provide additional paid-in capital, tripling its size. While this will likely boost IFC's capital adequacy, leverage and liquidity metrics,
we expect the effect to dissipate in the medium term as the institution gradually deploys its new capital base. The immediate credit-
positive impact of the capital increase will also be somewhat offset by IFC's increasing exposure to fragile and IDA countries, where it is
likely to face higher investment risk.

Development-related assets are highly diversified, mitigating risk

IFC’s mandate and business plan means that it directs its lending and support to the private sector into developing countries, with the
result that its portfolio has a structural constraint that limits its credit quality vis-à-vis Aaa-rated MDB peers. Compared with peers,
IFC has one of the lowest weighted average borrower ratings (WABR), with only Islamic Development Bank (IsDB, Aaa stable) having
a lower WABR. However, the institution's global reach and size relative to its private borrowers also means that it is very diversified,
which partly compensates for the low credit quality of its borrowers when assessed individually.

Country diversification is IFC's major credit strength in terms of portfolio quality, a direct result of its global mandate, and the country
concentration of its portfolio is among the lowest in the MDB universe. The institution's largest country exposure is to India (Baa2
negative), which accounted for 14% of total development-related assets as of end of FY2019. Other major exposures include Turkey
(7%, B1 negative), China (7%, A1 stable), Brazil (Ba2 stable), and Argentina (Caa2 RUR-). The share of the 10 largest country exposures
was 45% at the end of 2019.
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Portfolio quality also benefits from diversification by individual borrowers. IFC's 10 largest individual loans account for just 7% of total
development-related assets, significantly below other smaller MDBs or MDBs that lend to governments. Similarly, its largest individual
loan amounts to only 1% of total development-related assets, a figure dwarfed by other Aaa-rated MDBs such as Inter-American
Development Bank (Aaa stable, 16%), Asian Development Bank (Aaa stable, 16%) and African Development Bank (Aaa stable, 12%).

Sector concentration is more pronounced because of IFC's high exposure to the financial sector, including both banking and insurance,
which accounts for 44% of the total committed investment portfolio (including equity investments, trade finance guarantees and
risk management products). Other large sector exposures include electric power (10%) and collective investment vehicles (10%). The
financial, electric power and collective investment vehicles sectors account for around 65% of the overall portfolio.

In terms of commitments, IFC has shifted its focus in both regional and sectoral terms. Compared with five years ago, it has moved
its planned disbursements from East Asia and Central Asia to South Asia and sub-Saharan Africa (see Exhibit 5). In terms of sectors,
meanwhile, it is deepening its efforts in finance, while de-emphasizing transport and agriculture to the benefit of chemicals and
wholesale and retail trade (see Exhibit 6).

We do not expect the overall quality of IFC’s development-related assets to deteriorate in the near term, even as it implements its 3.0
strategy of placing a greater emphasis on frontier markets. Risk management practices are very strong, while we also expect IFC to curb
growth in its equity investments, which we view as more volatile than its lending operations.

Exhibit 5

IFC is shifting its regional focus...
Committed disbursements, $ million

Exhibit 6

...as well as its sectoral focus
Committed disbursements, $ million

$ % $ %

East Asia and the Pacific 2103 20% 1345 15%

Europe and Central Asia 1445 14% 568 6%

LatAm and the Caribbean 2162 21% 2216 25%

Middle East and North Africa 863 8% 410 5%

South Asia 1163 11% 1583 18%

Sub-Saharan Africa 1592 15% 1543 17%

World 1211 11% 1276 14%

Total 10539 100% 8941 100%

FY2015 FY2019
Region

Source: IFC

$ % $ %

Finance & 

Insurance
4948 47%

Finance & 
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5071 57%

Electric Power 1199 11% Electric Power 899 10%

Collective 

Investment 

Vehicles

644 6%

Collective 

Investment 

Vehicles

574 6%

Transportation 592 6%
Wholesale & 

Retail Trade
388 4%

Agriculture 529 5% Chemicals 345 4%

Others 2627 25% Others 1664 19%

Total 10539 100% Total 8941 100%

FY2015 FY2019
Sector Sector

Source: IFC

Increase in nonperforming assets partly reflects accounting changes

IFC's private sector-focused business model means that it tends to have higher levels of nonperforming loans (NPLs), as well as greater
fluctuations, than most MDBs, which primarily lend to the public sector (see Exhibit 7).

Although its total nonperforming asset (NPA) ratio has risen, asset quality in IFC's loan book has continued to improve. NPLs (loans
past due by 90+ days) fell to $853 million as of the end of FY2019 from $897 million at the end of FY2018, continuing a downward
trend that began in 2017. NPLs reached 2.1% of total loans, stable since FY2018 and their lowest level since 2009. Write-offs accounted
for almost two-thirds of removals from existing NPLs. Unlike most MDBs that lend to sovereigns and carry NPLs on their books
indefinitely, IFC routinely restructures and writes off NPAs. We expect NPLs to increase due to less benign economic conditions in
emerging markets in which IFC operates.

The increase in the total NPA ratio is therefore due to equity losses, which IFC’s adoption of new accounting standard has exacerbated.
Beginning in FY2019, net income includes all unrealized gains and losses on investments in equity securities, and we expect the NPA
ratio to become more volatile as a result. Note that an equity could have a loss due to market events, while still being a performing -
and even profitable - asset for IFC. Equity losses accounted for slightly more than a third of total NPAs at the end of FY2019.
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Exhibit 7

NPAs increased in 2019, driven by equity losses
Nonperforming assets as % of development-related assets
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Box: New accounting standard and their impact on asset quality
Effective July 1, 2018, the beginning of IFC's FY2019, IFC adopted a new accounting standard, Recognition and Measurement of Financial
Assets and Liabilities (ASU 2016-01). ASU 2016-01 requires investment in equity securities to be accounted for at fair value, with all changes
in fair value recorded through net income. Before it adopted ASU 2016-01, IFC accounted for its equity investments and associated unrealized
gains and losses of its equity investments in one of three ways: (i) fair value, with changes in fair value recorded through net income; (ii) cost
less impairment, with other than temporary impairments recorded in net income; and (iii) fair value, with changes in fair value recorded under
other comprehensive income (OCI) unless a decline in fair value below original cost was deemed to be other than temporary, in which case it
was reported as an impairment in net income.

Adopting ASU 2016-01 has caused, and will continue to cause, volatility in net income given the size of the IFC’s current equity portfolio, the
higher balances of equity investments recorded at fair value through net income, and the volatility inherent in security prices and investment
valuations.

As a result of the change in accounting standards and the new financial reporting developments, some policies are viewed as critical to the
portrayal of IFC’s financial condition and results of operations because they require management to make complex or subjective judgments,
some of which may relate to matters that are inherently uncertain.

These policies include:

» Determining the fair value of equity investments, debt securities, loans, liquid assets, borrowings and derivatives, which have no
quoted market prices and are accounted for at fair value

» Determining the level of reserves against losses in the loan portfolio

» Determining the level and nature of impairment for debt securities carried at fair value with changes in fair value being
reported in OCI; and

» Determining the future pension and post-retirement benefit costs and obligations using actuarial assumptions based on
financial market interest rates, past experience, and management’s best estimate of future benefit cost changes and economic
conditions.
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Liquidity and funding score: aa1

Scale aaa aa1 aa2 aa3 a1 a2 a3 baa1 baa2 baa3 ba1 ba2 ba3 b1 b2 b3 caa1 caa2 caa3 ca c

+ Assigned -

Sub-factor scores

Liquid resources

Quality of funding

aa3

aaa

An entity’s liquidity is important in determining its ability to meet its financial obligations. We evaluate the extent to which liquid assets cover net cash flows over 

the coming 18 months and the stability and diversification of the institution’s access to funding.

Note: In case the Adjusted and Assigned scores are the same, only the Assigned score will appear in the table above.

Factor 2: Liquidity and funding

IFC’s “aa1” score for liquidity reflects its very liquid balance sheet and ample liquid resources relative to debt service needs. Liquid assets
are broadly diversified and generally of very high credit quality. Funding sources are established and broadly diversified, supporting a
quality of funding score of “aaa.”

Exhibit 8

Key liquidity and funding indicators for the IFC and peers

Year IFC IBRD EBRD AFDB ADB EIB Aaa Median

Rating/Outlook Aaa/STA Aaa/STA Aaa/STA Aaa/STA Aaa/STA Aaa/STA

Factor 2: Liquidity and funding aa1 aa1 aa1 aa1 aa1 aa1

Quality of funding score (year-end) 2018 aaa aaa aaa aaa aaa aaa aaa

Liquid assets / ST debt + CMLTD
[3][4] 2018 499.7 163.9 169.1 325.4 -- 112.9 230.6

Liquid assets / Total assets
[4] 2018 55.8 29.1 46.8 37.1 19.2 14.5 29.1

Notes: Data for IFC and IBRD are as of FY2019. Aaa median is calculated using 2018 data for all.
Source: Moody's Investors Service

Liquidity position: Liquidity buffers exceed policy requirements and are stronger than peers'

IFC has a relatively conservative liquidity policy compared with other MDBs. The liquidity ratio policy calls for IFC to maintain a
minimum level of liquidity that would cover at least 45% of the next three years’ net cash requirements. In addition, IFC independently
stress-tests its liquidity needs by heavily haircutting its liquid assets, and comparing the stressed value to expected and unforeseen cash
requirements over a horizon of up to 12 months.

As a result, IFC’s balance sheet remains highly liquid – cash and liquid assets are equivalent to around 142% of net outflows expected
over the next 18 months – and is managed with profitability as a secondary consideration to preserving capital. Its liquidity position
is also stronger compared with other Aaa-rated MDBS (see Exhibit 9). As of the end of FY2019, IFC's liquid assets as a percentage of
short-term debt and currently-maturing long term debt (CMLTD) was 499.7%, above its 407.4% ratio for FY2018 and much higher
than the 231% Aaa-median at the end of 2018 (see Exhibit 10).
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Exhibit 9

IFC holds more liquid assets than Aaa-rated peers
Liquid assets as % of total assets

Exhibit 10

IFC has very high liquidity in terms of debt obligations
Liquid assets as % of short-term and currently-maturing long-term debt
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Liquid asset investments are broadly diversified across several classes of debt instruments, including bonds issued by high-quality
governments and government agencies, multilateral organizations, corporate issuers and high-quality corporate issuers. These include
asset and mortgage-backed securities, time deposits, and other unconditional obligations of banks and financial institutions. IFC also
invests in Aaa-rated structured investment products and high-quality local currency corporate bonds in major markets.

IFC manages the individual liquid assets portfolios on an aggregate portfolio basis against each portfolio's benchmark within specified
risk parameters. In implementing these portfolio management strategies, it uses derivative instruments, principally currency and
interest rate swaps and futures and options, and takes positions in various industry sectors and countries.

The overall quality of IFC's portfolio has been consistently strong, with sub-investment grade bonds representing less than 1% of
aggregate liquid assets. In addition to minimizing credit risk and diversifying the portfolio across asset classes, IFC prudently manages
the sectoral and geographic concentration of its portfolio within internal limits.

Deep and diverse funding base supports credit profile

IFC has cultivated a reliable, deep and diverse investor base that underpins the high stability of its capital market debt funding,
including in times of general market stress. The stable funding base significantly mitigates any uncertainty regarding rollover and overall
liquidity risk.

New medium and long-term borrowings (after the effect of borrowing-related derivatives and including discount notes with maturities
greater than three months of $4.7 billion) totaled $15.5 billion in FY2019, compared with $16.0 billion in FY2018 and $15.4 billion
in FY2017. In addition, IFC's board of directors has authorized the repurchase and/or redemption of debt obligations issued by the
institution, which enhances the liquidity of its borrowings. In FY2019, IFC repurchased and retired $0.7 billion of outstanding debt ($0.8
billion in FY2018 and $2.1 billion in FY2017), generating gains on buybacks of $1 million ($2 million in both FY2018 and FY2017).

IFC diversifies its borrowings by currency, country, source and maturity to provide flexibility and cost-effectiveness. In FY2019, it raised
$11.2 billion in 304 trades across 28 currencies, with final maturities ranging from three months to 40 years. Borrowings outstanding
had a weighted average remaining contractual maturity of 8.2 years as of June 30, 2019 (7.4 years as of June 30, 2018). Actual
maturities may differ from contractual maturities because of the existence of call features in some of IFC’s borrowings. If considering
the first call date for borrowings with call features, the weighted average contractual maturity falls to 4.9 years in 2019, the same as for
2018.

The US dollar remained IFC’s main funding currency in FY2019, though its share in the total funding volume fell to 30% from 46% in
FY2018 (FY2017: 60%). Sterling had the second largest share, at 17% (FY2018: 1%), due to active issuances in the GBP public markets.
IFC continued to issue in other established markets, such as the Australian dollar Kangaroo market and the Japanese retail Uridashi
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market, as well as through private placements. The volume of funding was lower than the authorized amount and that of the previous
year in consideration of a lower volume of loan disbursements on the business side and maturing borrowings.

Market borrowings are generally swapped into US dollar-denominated floating-rate obligations. After the effect of derivative
instruments is taken into consideration, 96% of IFC’s market borrowings as of June 30, 2019 were variable-rate US dollar-denominated.

The weighted average effective cost of market borrowings after currency and interest rate swap transactions was 2.8% as of June
30, 2019, up from 2.5% as of June 30, 2018 (1.4% at the end of FY2017). The increase was mainly due to developments in US dollar
funding where US dollar six-month Libor rates were higher and IFC’s credit spread was on average five basis points higher in US dollars
compared with the previous year. Because the increase in funding costs was driven mainly by changes in benchmark rates and largely
passed through to variable-rate loans, the credit impact is neutral.

For asset/liability management, IFC match-funds its fixed-rate loans on the basis of interest rate, currency and duration. However,
there can be special cases where asset/liability mismatches are acceptable for new products, as approved by IFC's board of directors. All
equity and quasi-equity investments are funded from net worth to avoid creating market liabilities where the offsetting assets have an
unpredictable cash flow.

Funding base mostly comprised of established markets, but private and retail issuances are also part of the diversified base

The proportion of IFC’s funding issued in established public markets was 47% in FY2019, up from 32% in FY2018. Active issuance
through Japanese retail Uridashi trades continued, with IFC accommodating relatively small transactions. IFC also uses its borrowings
as a tool to promote capital markets development in emerging and frontier markets, which can result in raising local-currency funds.
Proceeds of these issuances not disbursed into loans have primarily been invested in securities of the related sovereign and sovereign
instrumentalities in the currency of the issuances.

IFC maintained its leadership in green bonds in FY2019, issuing $1.6 billion of green bonds and $538 million of social bonds. The
institution's social bond flourished, particularly in Japan. IFC sold 10 out of its 12 social bond transactions in FY2019 into the Japanese
market, mostly as Uridashi transactions.

In the retail space, the Uridashi market remained relatively active, with total Uridashi volume of $1.1 billion continuing to account for
10% of overall issuance over the past few years. IFC also continued to offer notes to US retail investors through its Impact Note and
Accelerated Return Note retail programs, though at a slower pace. Retail channels in Japan and the US were instrumental in deepening
its green and social bond investor base.

9          5 December 2019 International Finance Corporation (IFC) – Aaa stable: Annual credit analysis



MOODY'S INVESTORS SERVICE SOVEREIGN AND SUPRANATIONAL

Qualitative adjustments

Adjustments

Operating environment

Quality of management

0

+1

The capital adequacy and liquidity and funding factors represent the key drivers of our assessment of an institution’s intrinsic financial strength (IFS). However, 

assessments of the operating environment and the quality of management are also important components of our analysis. To capture these considerations, we 

may adjust the preliminary IFS outcome that results from the capital adequacy factor and the liquidity and funding factor. The result of this analysis is the adjusted 

IFS outcome. 

Qualitative adjustments to intrinsic financial strength

The one-notch upward adjustment provided for superior quality of management is warranted because of IFC's capacity to adopt best-
in-class practices. The institution's board and senior executives together establish IFC's risk-taking guidelines, review these guidelines
frequently, and meet to discuss all material risk issues at least quarterly.

Internal policies require senior managers to formally review material risk issues on an ongoing basis. The risk functions set credit limits
and takes part in decisions relating to investments and extensions of credit, as well as supervise and monitor adherence to standards.
Risk functions are also fully independent from business line management. Policies, organizational structure, and executive actions show
that risk management is a key component of IFC's decision-making processes and culture.

IFC’s risk governance structure is based on the industry-standard principle of “three lines of defense.” The first line of defense is line
management, consisting of frontline decision-makers on individual projects and transactions. The second is the management team, its
committees, and IFC’s independent risk management functions. The third is four independent oversight bodies, together with the board
of directors.

The independent oversight bodies assess the alignment between projected and realized outcomes of IFC’s investment and advisory
projects undertaken with clients, respond to complaints from project-affected communities with the goal of enhancing social and
environmental outcomes, and evaluate the effectiveness of the institution's governance, risk management, and control processes. One
of the bodies also investigates and pursues sanctions related to allegations of fraud and corruption in WBG-financed activities.

Risk management policies define the types and amounts of risk that IFC's management team is willing to assume, via delegated
authority from the board. Risks are analyzed and monitored by IFC’s risk oversight units and the Corporate Risk Committee, a
subcommittee of the IFC’s management team which meets frequently to discuss and decide on enterprise-level risk issues.

IFC also has very high-quality and robust information systems and practices. In addition, institution-wide stress-testing provides
management with an additional tool to inform capital management and decision-making. This testing involves multiyear projections of
IFC’s financial performance and capital adequacy under base case and stressed macroeconomic scenarios.

Together with IBRD, IFC is a leader among supranational institutions in raising awareness of key risks facing the industry and their
organizations, and in designing the best approaches to tackling risks. A key example is how IFC has invested in preparing for the
replacement of Libor, not only assessing the impact on its portfolio, but also modifying existing contracts and changing systems and
procedures to prepare for the change when it comes. IFC is ahead many other institutions and aware that others will follow both its and
the IBRD’s example.
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Strength of member support score: High

Scale

+ -

Sub-factor scores

Ability to support

Willingness to support: Contractual

Willingness to support: Non-contractual

Very High High Medium Low

baa1

ca

Very High

Shareholders' support for an institution is a function of their ability and willingness. Ability to support is reflected by the shareholders' credit quality. Willingness to 

support takes into consideration (1) the members' contractual obligations that primarily manifest in the callable capital pledge, a form of emergency support, and 

(2) other non-contractual manifestations of support to the institution's financial standing and mission. Strength of member support can increase the preliminary 

rating range determined by combining factors 1 and 2 by as many as three scores.

Note: In case the Adjusted and Assigned scores are the same, only the Assigned score will appear in the table above.

Very Low

Assigned Adjusted

Factor 3: Strength of member support

IFC's “High” score for strength of member support deviates from the adjusted score of “Medium” to reflect members’ stronger ability
and willingness to support than its shareholder rating captures. In addition, the deviation reflects the importance that large non-
borrowing members assign IFC, as well as a very strong assessment of members’ willingness to support the institution above and
beyond their contractual obligations.

Shareholders are heavily invested in IFC's mandate

The US remains IFC's largest shareholder, with 22% of paid-in capital (compared with its shares in IBRD and IDA of around 17% and
20%, respectively), followed by Japan with 6%.

Even though the capital increase is currently pending US Congressional approval, the US administration is very supportive of all three
Word Bank Group organizations (IBRD, IFC and IDA). The administration has worked constructively with the WBG as a whole to
shape its strategy and reform it in line with priorities it supports (namely greater private sector participation, greater synergies and
collaboration between the three institutions, optimizing their balance sheets, improving operating efficiencies/reducing costs, and
focusing more on frontier markets while still operating in middle-income countries to balance risk). In addition, the US Congress
remains a strong bipartisan supporter of the WBG, as well as the key role IFC plays in the WBG's new strategy. The new strategy
emphasizes the creation of market conditions where they do not exist, with the technical capacity of the World Bank and the
assistance of the IDA, with lending channeled as much as possible to the private sector through IFC to maximize its lasting impact.

Developing countries continue to express a similar interest and willingness to continue to support IFC. Many large emerging markets
(China, India, Turkey, Brazil, Mexico, Argentina, South Africa and Egypt) have benefited significantly from WBG projects in their
countries, resulting in firsthand knowledge of IFC’s intrinsic value. If the US or other large shareholders such as Japan or Germany/
France stepped back (which is highly unlikely), other countries would step in to increase their stake, supporting the “High” assessment
of strength of member support.

Ability to support underpinned by robust shareholder base despite relatively low WASR

The credit quality of IFC's shareholders has been very high throughout the institution's history, notwithstanding a deterioration since
the European debt crisis. IFC’s weighted average shareholder rating (WASR) is not that high, at Baa1, compared with other Aaa-rated
MDBs (see Exhibit 11) because it reflects the diversity and large base of its shareholders across the world. Nevertheless, the institution
benefits from the presence of several members with a rating of Aa3 or above, representing 53% of its total shares, while more than
85% of its shareholder support is from investment-grade sovereigns (see Exhibit 12).
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Exhibit 11

IFC has a high WASR compared with Aaa-rated MDBs that lend to
developing economies, but still below the median
(WASR=weighted average shareholder rating)

Exhibit 12

Aaa- and Aa-rated members continue to dominate the IFC's
shareholder base
% of subscribed capital by rating

A3

Ba2

Baa3

Baa1

Baa2

A3 Baa1

A2

2013 2014 2015 2016 2017 2018 2019

ADB AfDB IADB

IBRD IFC Aaa median

Source: Moody's Investors Service
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Willingness to support: contractual support mechanisms are nonexistent

Unlike most MDBs, IFC does not benefit from callable capital provisions or any other form of contractual support. While it has never
faced financial distress that would call for a capital infusion, the lack of contractual support yields a “ca” score for non-contractual
willingness to support, which is a consideration when assessing strength of member support.

Willingness to support: non-contractual support “Very High”

Given the size of IFC's balance sheet relative to the central government budgets of its member countries, the larger, non-borrowing
shareholder governments would be unlikely to view as onerous any recapitalization needs that may arise in a distressed scenario.
Weighed against a track record of six decades of high cumulative returns and IFC's significant developmental impact, a significant
capitalization, should one become necessary to ensure its viability, would likely be considered politically acceptable.

Additional member support considerations: concentration and correlation

Further supporting our view of shareholders’ ability to contribute additional capital is a high degree of shareholder diversity. IFC
currently has 185 shareholders, making it the second most diversified multilateral after the IBRD (189) by this measure. The shareholder
base also appears well-diversified even when accounting for the fact that some members have provided substantial amounts of capital.
IFC is among the most diversified Aaa-rated entities in our MDB universe (see Exhibit 13).

Additionally, as shown below, there is only a minimal overlap between the largest shareholders and the largest exposures. This
mitigates the risk that a large negative shock could affect both its asset and shareholder base (Exhibit 14).
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Exhibit 13

IFC has one of the lowest shareholder concentrations in the Aaa
universe
Herfindahl-Hirschman index

Exhibit 14

IFC has a very low correlation between assets and members held in
check by non-borrowing members
% of total

Multilateral HHI

African Development Bank 0.0369

International Bank for Reconstruction and Development 0.0492

European Bank for Reconstruction and Development 0.0571

International Finance Corporation 0.0704

Asian Development Bank 0.0743

Islamic Development Bank 0.1064

European Investment Bank 0.1200

Asian Infrastructure Investment Bank 0.1209

Inter-American Development Bank 0.1309

Nordic Investment Bank 0.2422

European Investment Fund 0.4336

Note: Data for 2018. Data for International Bank for Reconstruction and Development and
International Finance Corporation is for 2019.
Source: Moody's Investors Service

Sharholder 

government

Share of 

paid-in 

capital

Country of 

risk

Exposure in 

disbursed investment 

portfolio

United States 22% India 14%

Japan 6% Turkey 7%

Germany 5% China 7%

France 5% Brazil 5%

United Kingdom 5% Argentina 3%

India 4% Mexico 3%

Russian Federation 4% Colombia 3%

Canada 3% South Africa 2%

Italy 3% Egypt 2%

China 2% Pakistan 2%

Rest 40% Rest 53%

Source: IFC

ESG considerations
How environmental, social and governance risks inform our credit analysis of IFC
We take account of the impact of environmental (E), social (S) and governance (G) factors when assessing supranational issuers’ credit
profiles. In the case of the IFC, the materiality of ESG to its credit profile is as follows:

Environmental and social considerations are not material to IFC's rating. Given its global nature and focus on emerging and frontier
markets, many of its borrowers are exposed to environmental and social risks. However, taking into account IFC's diversified portfolio
and active management of the risk and capacity to absorb environmental or social risks materializing for some of its borrowers, these
considerations do not materially affect its credit profile.

Governance considerations are material. IFC adheres to a very robust and conservative risk management practices, which we believe
limit the risks associated with the low credit quality of its development-related assets.

These considerations are further discussed in “Credit profile,” above. Our approach to ESG is explained in our cross-sector methodology
General Principles for Assessing ESG Risks. Additional information about our rating approach is provided in our Supranational Rating
Methodology.
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Rating range
Combining the scores for individual factors provides an indicative rating range. While the information used to determine the grid mapping is mainly historical, our ratings incorporate
expectations around future metrics and risk developments that may differ from the ones implied by the rating range. Thus, the rating process is deliberative and not mechanical,
meaning that it depends on peer comparisons and should leave room for exceptional risk factors to be taken into account that may result in an assigned rating outside the indicative
rating range. For more information, please see our Supranational Rating Methodology.

Exhibit 15

Supranational rating metrics: International Finance Corporation

Scale aaa aa1 aa2 aa3 a1 a2 a3 baa1 baa2 baa3 ba1 ba2 ba3 b1 b2 b3 caa1 caa2 caa3 ca c

+ Assigned -

Scale aaa aa1 aa2 aa3 a1 a2 a3 baa1 baa2 baa3 ba1 ba2 ba3 b1 b2 b3 caa1 caa2 caa3 ca c

+ Assigned -

Operating environment

Quality of management

Scale

+ -

aa3

aa2

Assigned Adjusted

Very High High Medium Low Very Low

Aaa

0

+1

Aaa-Aa2

Assigned rating:

Strength of 
member support

Rating range:

Liquidity and 
funding

Sub-Factors: Capital position, development asset credit quality, asset performance

Qualitative 
adjustments

Capital 
adequacy

Preliminary intrinsic 

financial strength

Adjusted intrinsic 

financial strength

Sub-factors: Liquid resources, quality of funding

Adjustment factors: Operating environment, quality of management

Sub-factors: Ability to support, willingness to support (contractual and non-contractual)

How strong are the institution's liquidity buffers?

How strong is the capital buffer?

What other elements can affect the intrinsic financial strength?

How strong is members' support of the institution?

Source: Moody's Investors Service
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Comparatives
This section compares credit relevant information regarding IFC with other supranational entities that we rate. It focuses on a comparison with supranationals within the same rating
range, and shows the relevant credit metrics and factor scores.

IFC's credit profile is supported by very strong capitalization, underpinned by very high asset coverage and lower leverage than Aaa-rated MDB peers. Although the institution does
not benefit from contractual callable capital, the high creditworthiness of its major shareholders and the strength of their commitment to support IFC is generally in line with those of
other Aaa-rated MDB peers.

Exhibit 16

IFC's key peers

Year IFC IBRD EBRD AFDB ADB EIB Aaa Median

Rating/Outlook Aaa/STA Aaa/STA Aaa/STA Aaa/STA Aaa/STA Aaa/STA

Total assets (US$ million) 2018 94,272 263,800 70,820 46,712 191,860 636,383 82,546

Factor 1: Capital adequacy a3 a1 baa1 baa1 aa3 a2

DRA / Usable equity
[1] [2] [4] 2018 161.2 449.9 186.2 285.0 211.7 632.4 248.3

Development assets credit quality score (year-end) 2018 baa aa baa baa a aa baa

Non-performing assets / DRA
[1] 2018 2.1 0.2 4.5 2.5 0.1 0.0 0.4

Return on average assets
[4] 2018 1.4 0.2 0.4 0.1 0.4 0.5 0.4

Net interest margin (X)
[4] 2018 1.6 0.7 1.4 1.3 1.0 0.6 1.3

Factor 2: Liquidity and funding aa1 aa1 aa1 aa1 aa1 aa1

Quality of funding score (year-end) 2018 aaa aaa aaa aaa aaa aaa aaa

Liquid assets / ST debt + CMLTD
[3][4] 2018 407.4 163.1 169.1 325.4 -- 112.9 230.6

Liquid assets / Total assets
[4] 2018 54.0 27.7 46.8 37.1 19.2 14.5 29.1

Preliminary intrinsic financial strength (F1+F2) aa3 aa2 a1 a1 aa2 aa3

Adjusted intrinsic financial strength aa2 aa1 aa3 aa3 aa1 aa2

Factor 3: Strength of member support H VH H VH VH VH

Weighted average shareholder rating (year-end) 2018 Baa1 Baa2 A2 Ba2 A3 A2 baa1

Callable capital / Total debt 2018 -- 124.1 54.9 250.7 155.3 48.7 155.3

Callable capital (CC) of Baa3-Aaa members/Total CC
[4] 2018 -- 77.9 91.0 47.1 91.3 98.3 87.4

Rating range (F1+F2+F3) Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2

[1] Development-related assets
[2] Usable equity is total shareholder's equity and excludes callable capital
[3] Short-term debt and currently maturing long-term debt
[4] Ratio not used in Scorecard
[5] Data for IBRD and IFC is from 2019. Medians calculated using 2018 data.
Source: Moody’s Investors Service
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DATA AND REFERENCES
Rating history

Exhibit 17

International Finance Corporation[1]

Senior Unsecured Outlook

Long-term Short-term Date

Rating Assigned P-1 01/17/1997

Rating Assigned Aaa 12/21/1994

Rating Assigned Aaa 06/13/1989

Issuer Rating

Notes: [1] Table excludes rating affirmations. Please visit the issuer page for IFC for the full rating history.
Source: Moody’s Investors Service
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Annual statistics

Exhibit 18

IFC

Balance Sheet, USD Millions 2013 2014 2015 2016 2017 2018 2019

Assets

Cash & Equivalents 6,505 6,735 9,018 14,505 14,683 14,405 18,697

Securities 32,837 36,306 37,538 34,607 35,631 36,521 36,737

Derivative Assets 3,376 2,913 3,255 3,695 2,647 2,809 2,856

Net Loans 20,831 22,589 21,336 21,868 22,520 23,609 23,983

Net Equity Investments 11,695 12,988 13,503 12,588 13,488 13,032 13,130

Other Assets 2,281 2,599 2,898 3,171 3,285 3,896 3,854

Total Assets 77,525 84,130 87,548 90,434 92,254 94,272 99,257

Liabilities

Borrowings 50,605 54,769 55,960 59,285 59,504 59,459 62,586

Derivative Liabilities 2,310 1,985 4,225 3,952 3,381 4,289 3,964

Other Liabilities 2,373 3,439 2,959 4,454 4,319 4,388 5,101

Total Liabilities 55,288 60,193 63,144 67,691 67,204 68,136 71,651

Equity

Subscribed Capital 2,403 2,502 2,566 2,566 2,566 2,566 2,567

Less: Callable Capital 0 0 0 0 0 0 0

Less: Other Adjustments 0 0 0 0 0 0 0

Equals: Paid-In Capital 2,403 2,502 2,566 2,566 2,566 2,566 2,567

Retained Earnings (Accumulated Loss) 18,713 20,196 20,641 20,608 22,026 23,306 26,271

Accumulated Other Comprehensive Income (Loss) 1,121 1,239 1,197 -431 458 264 -1,232

Reserves 0 0 0 0 0 0 0

Other Equity 0 0 0 0 0 0 0

Total Equity 22,237 23,937 24,404 22,743 25,050 26,136 27,606

Source: Moody’s Investors Service
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Exhibit 19

IFC

Income Statement, USD Millions 2013 2014 2015 2016 2017 2018 2019

Net Interest Income 1,148 1,335 1,420 1,303 1,292 1,203 1,188

Interest Income 1,368 1,531 1,678 1,712 2,004 2,244 2,763

Interest Expense 220 196 258 409 712 1,041 1,575

Net Non-Interest Income 1,495 1,586 638 508 1,607 1,555 383

Net Commissions/Fees Income 114 125 205 173 119 175 191

Income from Equity Investments 732 1,289 427 518 707 853 -253

Other Income 649 172 6 -183 781 527 445

Other Operating Expenses 1,390 1,345 1,478 1,486 1,391 1,388 1,391

Administrative, General, Staff 845 888 901 933 962 1,029 1,355

Grants & Programs 340 251 340 330 101 80 0

Other Expenses 205 206 237 223 328 279 36

Pre-Provision Income 1,253 1,576 580 325 1,508 1,370 180

Loan Loss Provisions (Release) 243 88 171 359 86 90 87

Net Income (Loss) 1,018 1,483 445 -33 1,418 1,280 93

Other Accounting Adjustments and Comprehensive Income 608 118 -42 -1,628 889 -194 -137

Comprehensive Income (Loss) 1,626 1,601 403 -1,661 2,307 1,086 -44

Source: Moody’s Investors Service

Exhibit 20

IFC

Financial Ratios 2013 2014 2015 2016 2017 2018 2019

Capital Adequacy, %

DRA / Usable Equity 169.5 170.9 163.0 175.2 164.0 161.2 149.6

Development Assets Credit Quality (Year-End) -- -- -- -- -- baa baa

Non-Performing Assets / DRA 2.4 2.9 3.4 3.3 2.6 2.1 3.3

Return On Average Assets 1.3 1.8 0.5 0.0 1.6 1.4 0.1

Net Interest Margin 1.9 2.0 2.1 1.8 1.8 1.6 1.5

Liquidity, %

Quality of Funding Score (Year-End) -- -- -- -- -- aaa aaa

Liquid Assets / ST Debt + CMLTD 371.6 478.3 463.4 337.5 362.2 407.4 499.7

Liquid Assets / Total Debt 77.7 78.6 83.2 82.8 84.6 85.6 88.6

Liquid Assets / Total Assets 50.7 51.2 53.2 54.3 54.5 54.0 55.8

Strength of Member Support, %

Weighted Average Shareholder Rating (Year-End) A3 A3 Baa1 Baa1 Baa1 Baa1 Baa1

Callable Capital / Gross Debt 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Callable Capital (CC) of Baa3-Aaa Members/Total CC - - - - - - -

Source: Moody’s Investors Service
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Moody’s related publications
Credit Opinions:

» International Finance Corporation (IFC) – Aaa stable: Update following rating affirmation, outlook unchanged, 19 November 2019

» Credit Opinion: International Finance Corporation (IFC) – Aaa stable: Regular update, 11 September 2019.

» International Finance Corporation (IFC) — Aaa Stable: Regular update, 15 May 2018

Rating Action:

» Moody's affirms IFC's Aaa rating, maintains stable outlook, 19 November 2019

Issuer in-Depth:

» International Finance Corporation – Aaa stable: Annual credit analysis, 11 September 2019

Rating Methodology:

» Multilateral Development Banks and Other Supranational Entities, 25 June 2019

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this report and that more recent reports may be available. All
research may not be available to all clients.

Related websites and information sources

» Sovereign and supranational risk group web page

» Sovereign and supranational rating list

MOODY’S has provided links or references to third party World Wide Websites or URLs (“Links or References”) solely for your convenience in locating related information and services.
The websites reached through these Links or References have not necessarily been reviewed by MOODY’S, and are maintained by a third party over which MOODY’S exercises no control.
Accordingly, MOODY’S expressly disclaims any responsibility or liability for the content, the accuracy of the information, and/or quality of products or services provided by or advertised on
any third party web site accessed via a Link or Reference. Moreover, a Link or Reference does not imply an endorsement of any third party, any website, or the products or services provided
by any third party.
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