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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 a Standard & Poor's

risk-adjusted capital (RAC) ratio after adjustments of 26% and stronger

liquidity ratios than most peers.

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

record of close to 60 years.

Counterparty Credit Rating

Foreign Currency

AAA/Stable/A-1+

Local Currency

--/--/NR

Weaknesses:

• Its private-sector focused mandate exposes International Finance Corp. (IFC) to higher risks than most multilateral

lending institutions (MLIs) and equity markets significantly influence income.

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

Rationale

The ratings on IFC are based on its very strong business profile and extremely strong financial profile, as Standard &

Poor's Ratings Services' criteria define these terms. Its stand-alone credit profile (SACP) is 'aaa'.

Our assessment of IFC's business profile as very strong reflects our view of its role, mandate, and governance; its

relationship with shareholders; and the preferential treatment that shareholders give it over commercial lenders.

IFC received US$131 million of capital subscriptions as of June 30 2014, which is within the scope of the Selective

Capital Increase (SCI) that IFC's board of governors approved in March 2012. Although this is not a significant capital

increase, we consider this to be a further demonstration of IFC's shareholders' support of its public policy mandate.

IFC is a member of the World Bank Group, and although it cooperates closely with other institutions in the Group, it is

legally and financially independent. It now has 184 member countries, compared with 56 when it was founded in 1956.

The World Bank Group is being restructured, and we expect a few hundred departures as a result, though this

primarily affects the bank, rather than the IFC. This is the World Bank Group's most comprehensive restructuring in

the past two decades.

IFC pursues its mandate of encouraging the growth and development of the private sector in developing member

countries, principally by lending to and investing in private-sector entities, without government guarantees. Although

in the past IFC obligors have been exempted from exchange controls when debtors of commercial external creditors

have not, and although IFC has greater influence on governmental policy formation regarding the members' business

environment, in our view it does not benefit from preferred creditor treatment in the same manner as an MLI lending

only to the public sector.
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Our assessment of IFC's financial profile is extremely strong. IFC increased its total assets by 9% during fiscal-year

2014 (ending June 30) to US$84 billion, of which US$26.9 billion were loans and debt issued by clients and US$13

billion was equity investments. In addition, IFC had US$3.7 billion in guarantees outstanding, bringing its

purpose-related exposure (PRE) to US$43.5 billion (52% of total assets plus guarantees), a 9% year-on-year increase.

As a global institution, IFC's geographic exposure is well diversified, both within countries and aggregating exposures

at the country level. Its five largest country PREs (India, Turkey, Brazil, China, and Russia) comprised about 31% of

total exposure. IFC's high level of geographical and sectorial diversification accounts in part for our calculation of RAC

after adjustments of 26% being higher than our figure of 17% before adjustments. The decline since last year's adjusted

29% ratio mainly reflects the larger emerging markets sovereign exposures as part of the treasury portfolio. This

results in a single-name concentration US$6 billion higher than in fiscal-year 2014 (a 64% year-over-year increase).

This concentration penalty on IFC sovereign treasury exposures ignores the short-term nature of the exposures, which

are quite different from typical public-sector loans from many other MLIs.

In addition, IFC's loss experience has been modest, though it deteriorated in 2014 compared with 2013. IFC wrote off

US$44.5 million in loan principal in fiscal-year 2014 (less than 0.5% of total loans as of fiscal 2014 year-end, and

partially offset by recoveries of US$1 million) compared with roughly US$13 million in each of the past two years.

IFC's equity portfolio performed well this year--it achieved a realized gain of US$1,013 million. Total income, including

unrealized gains, increased by US$557 million to US$1,289 million. However, we expect equity investment

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

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

record. This is despite its habitual grants to International Development Association (IDA; US$251 million in fiscal

2014) and other designations reducing the flow from income to retained earnings. We calculate that IFC's operating

income reached US$1.5 billion in fiscal-year 2014--2.7x higher than in fiscal 2013. Comparing the two periods,

performance was much higher in fiscal 2014. IFC reported an operating return on average assets plus guarantees of

1.8% (0.7% in 2013) and a return on average shareholders' equity of 6.6% (2.7% in 2013); performance by both

measures in 2014 was almost back to 2012 and 2011 levels.

The activities of IFC Asset Management Company LLC (IFC AMC), which consists of seven different funds, have

expanded over the past year. Assets under management have risen by 15% since fiscal year-end 2013, to US$6.4

billion. The company was established in 2009 as a wholly owned subsidiary to manage both IFC and third-party capital

mobilized under various purpose-related initiatives.

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

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

strong access to capital markets, bolstered by frequent issuance in many markets and currencies. IFC borrowed

US$15.3 billion in 17 currencies during fiscal-year 2014 (up from 14 currencies in 2013). In August 2014, it issued a

£500 million bond after being out of the pound sterling market for three years. Similarly, IFC issued its first Uruguayan

peso-denominated bond, a five-year US$10 million equivalent deal. The borrowing program for 2015 is expected to

amount to up to US$15.5 billion, and IFC may also borrow up to US$2.0 billion to prefund part of the fiscal-year 2016
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program.

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

Outlook

The outlook on IFC is stable. We expect IFC's capital position and liquidity to remain strong enough to withstand

severe financial distress in its countries of operation.

If--contrary to our expectations--both IFC's capitalization and liquidity ratios were to decline materially, or we were to

observe that shareholder support for its public policy importance had diminished, the ratings could come under

pressure.

Stand-Alone Credit Profile: 'aaa'

We assess IFC's SACP at 'aaa', reflecting our assessment of its very strong business profile and extremely strong

financial profile, as defined by our criteria.

Business Profile: Very Strong

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

importance to its shareholders, and (ii) IFC's 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 2014, 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$131 million of capital subscription were received through June 30, 2014, 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). Payments of the new subscribed share

capital should be made no later than June 27, 2015.

• 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.
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• 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.

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 privatizing). 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 2014 were the U.S. (21.52% of voting power); Japan (6.16%); Germany

(4.9%); France (4.6%); and the U.K. (4.6%).

• No private-sector shareholding.

• Senior staff that possess considerable aggregate expertise and experience, and are large 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
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exceptions, decisions are delegated to the board of directors. Each of the five largest shareholders appoints one of

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

directors--those for China, Russia, and Saudi Arabia--currently represent single-country constituencies. Except as

the articles expressly provide, matters 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 Jin-Yong Cai, a Chinese national who assumed office Oct. 1, 2012, succeeding Swedish

national Lars H. Thunell.

• The World Bank Group is being restructured, and we expect a few hundred departures as a result, though this

primarily affects the bank, rather than the IFC. This is the World Bank Group's most comprehensive restructuring in

the past two decades.

• As of June 2014, IFC had less 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.

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 another World Bank Group member (such as IDA), or other causes (such as small and

midsize enterprises [SMEs] in IDA countries). In fiscal 2014, those grants amounted to US$251 million, compared with

US$340 million in fiscal 2013. In the same year, income before grants to IDA (of US$1,739 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. Nongovernmental

organizations accused Dinant of several abuses related to land disputes, displacement of communities, violence, use of

security forces and environmental impacts in the Aguan valley. The compliance Advisor Ombudsman (CAO) of IFC

has been conducting audits and reviews as a result of the complaints. The CAO is still assessing two new complaints

received last summer, and is monitoring the progress of the Draft Enhanced Action Plan (EAP) released in April 2014

following the CAO's January report.
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IFC is currently working with Dinant to ensure the implementation of the company's commitments reflected in the

EAP, and has retained the Consensus Building Institute (CBI) to help finalize the EAP. In September 2014, IFC also

hired law firm Foley Hoag, LLP as an external advisor to help with the monitoring of Dinant's new security

management plan and to ensure compliance with IFC's Performance Standards and alignment with the Voluntary

Principles on Security and Human Rights.

In April 2015, the CAO released the first monitoring report, and notably acknowledged IFC effort to work with its

client with regard to security issues, though mentioning monitoring is still ongoing and assessment of the roadmap

presented in March 2015 by CBI is premature.

Financial Profile: Extremely Strong

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

capital adequacy, and (ii) IFC's funding and liquidity profile.

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

Table 1

Selected Indicators

--Year ended June 30--

H1 2015* 2014 2013 2012 2011 2010

Balance Sheet Characteristics

Liquid assets/adjusted total assets (%) 54.4 51.2 50.7 51.5 49.6 52.0

Purpose-related assets (gross)/adjusted total assets (%) 40.6 44.3 44.1 40.5 42.5 41.7

Net loans/adjusted total assets (%) 24.7 26.9 26.9 25.7 26.9 27.3

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

Equity investments/adjusted total assets (%) 14.0 15.4 15.1 12.9 13.6 12.2

Other Indicators

RAC ratio after adjustments (%) N/A 26.0 29.0 30.0 N/A N/A

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

Gross debt/adjusted common equity (x) 2.3 2.1 2.0 2.2 1.9 1.7

Short-term debt (by remaining maturity)/gross debt (%) N/A 18.2 23.6 16.8 11.3 16.9

Net income/average adjusted assets (%) 0.9 1.8 1.3 1.8 2.4 3.1

N/A--Not available. *To Dec. 31, 2014. §The static funding gap is maturing assets divided by maturing liabilities. It is cumulative and based on

scheduled receipts and payments.

Capital Adequacy
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Table 2

Risk-Adjusted Capital Adequacy

As of Sept. 17, 2014

(Mil. US$) Exposure Standard & Poor's RWA Average Standard & Poor's RW (%)

Credit Risk

Government and Central banks 19,986 1,531 8

Institutions 25,850 12,745 49

Corporate 19,723 28,636 145

Securitization 11,450 5,217 46

Other Assets 2,696 4,075 151

Total credit risk 79,706 52,204 65

Market Risk

Equity in the Banking Book 16,526 84,040 509

Trading Book Market Risk -- 0 --

Total market risk -- 0 --

Operational Risk

Total operational risk -- 6,774 --

RWA before MLI adjustments 96,232 143,018 100

MLI Adjustments

Industry and geographic diversification (19,271) (13)

Preferred creditor treatment (521) (0)

Single-name concentration 15,241 11

High-risk exposure cap (47,040) (33)

Total MLI adjustments (51,591) (36)

RWA after MLI adjustments 91,427 64

Adjusted common equity Standard & Poor's RAC ratio (%)

Capital ratio before adjustments 23,990 17

Capital ratio after adjustments -- 26

MLI--Multilateral lending institutions. RW--Risk weighting. RWA--Risk-weighted assets.

Capital And Earnings

As of fiscal 2014 year-end, our RAC ratio for IFC was 17%--a very high ratio compared with other commercial banks.

After our standard adjustments for MLIs, this ratio critically increases to 26%. The improved MLI-adjusted RAC partly

reflects IFC's high level of geographic and sectorial diversification, but primarily the cap we apply to high-risk

exposures (so that capital allocated does not exceed the exposure amount).

The decline since last year's 29% RAC ratio after adjustments mainly reflects the larger emerging markets sovereign

exposures as part of the treasury portfolio. This caused single-name concentration to increase by US$6 billion

compared with fiscal 2014 (an increase of 64% year on year). This concentration penalty on IFC sovereign treasury

exposures ignores the short-term nature of the exposures, quite different from typical public-sector loans from many
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other MLIs. In addition, the sharp decline in the average risk weight on the equity exposures to 509% at fiscal year-end

2014 from 677% last year mainly derives from a 22% rise in unrealized gains compared to a lower increase in total

equity investments (and increase of 10% year on year). The average risk weight also fell because of the larger

proportion of less risky investments (to financial institutions and corporate bonds especially, rather than to private

equity funds) within the overall exposures to funds.

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 2014); corporate securities (15%); asset-backed securities (ABS;

29%); cash, time deposits, and other unconditional obligations of banks and financial institutions (17%); 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 and the non-dollar liquid assets and loan portfolio is usually swapped into

U.S. dollar exposures. However, the equity portfolio does bear a foreign exchange risk as exposures are not hedged. At

fiscal year-end 2014, 58% of its liquid assets and 74% of its net loans were U.S. dollar-denominated. At the same time,

41% of its borrowings outstanding were in currencies other than the U.S. dollar, particularly the Japanese yen (4%).

IFC's non-dollar borrowings are generally swapped into floating-rate U.S. dollar obligations.

Interest-rate risk

Most of IFC's loans (78% at fiscal year-end 2014) 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, and different LIBOR reset dates. IFC

monitors these sources of risk and periodically addresses them through market operations.
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Purpose-related activities

The corporation'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 2014 (39.6%), along with electric power (9.8%) and collective investment vehicles (7.8%). 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, the corporation 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 commitments decreased by 6% during fiscal 2014, to US$17.3 billion, while disbursements reduced by 11% to

US$8.9 billion for its own account; 75.3% of which were loans, 17.1% were equity investments, and 7.5% were debt

securities. We expect those proportions to remain stable in the coming years, as they have been since 2008.

Table 3

Principal Business Activities

--Year ended June 30--

H1 2015* 2014 2013 2012 2011 2010

Purpose-related assets (gross)/adjusted total assets (%) 40.6 44.3 44.1 40.5 42.5 41.7

Net loans/adjusted total assets (%) 24.7 26.9 26.9 25.7 26.9 27.3

Public-sector (including sovereign-guaranteed) loans/total loans (%) N/A N/A N/A N/A N/A N/A

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

Equity investments/adjusted total assets (%) 14.0 15.4 15.1 12.9 13.6 12.2

Total guarantees (mil. $) 3,401 3,679 3,565 3,420 2,932 1,889

Total adjusted assets (mil. $)§ 91,246 84,130 77,525 75,761 68,490 61,075

N/A--Not available. *To Dec. 31, 2014. §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 56% of PRE at fiscal

year-end 2014.

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
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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 quasiequity;

• Are concentrated in finance/insurance and collective investment vehicles (40% and 26%, respectively, of the total

equity portfolio at fiscal year-end 2014), 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 2014, issued guarantees (including trade-finance facilities)--those that IFC has committed itself to

providing--were US$4.7 billion, down from US$4.9 billion one year earlier. Guarantees outstanding--those for which a

client's underlying financial obligation has been incurred--were US$3.7 billion, stable 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.

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 16% since fiscal year-end 2013. 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 2014, IFC AMC managed US$6.4 billion, in seven funds:

• 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);

• The Russian Bank Capitalization Fund (US$550 million assets under management, up from US$275 million in fiscal

2012), 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 year 2013, designed to invest in selected private equity

funds focusing on climate and resource efficiency; and

• The Global Infrastructure Fund (US$1.2 billion, up from US$500 million in the previous year), established in 2013, to

make equity and equity-related investments in infrastructure in global emerging markets.
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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 expect global equity market conditions to continue to heavily influence IFC's overall financial

performance.

Table 4

Summary Statement Of Income

--Year ended June 30--

(Mil. $) H1 2015* 2014 2013 2012 2011 2010

Interest income 847 1,531 1,423 1,569 1,304 1,111

Interest expense 118 196 220 181 140 163

Net interest income 729 1,335 1,203 1,388 1,164 948

Operating noninterest income 451 1,923 1,837 1,621 1,958 2,009

Other noninterest income 174 397 354 404 143 113

Operating revenues 1,298 3,454 3,260 3,190 3,262 3,120

Noninterest expenses 716 1,418 1,401 1,207 981 853

Credit loss provisions (net new) 67 101 289 144 (38) 158

Operating income after loss provisions 397 1,739 1,350 1,658 2,179 1,946

Net income 397 1,488 1,010 1,328 1,579 1,746

Other comprehensive income (327) 113 616 (1,030) 341 491

Comprehensive income 70 1,601 1,626 298 1,920 2,237

Net increase (decrease) in cash and cash equivalents during the year 2,033 230 (542) 1,580 (496) 1,706

*To Dec. 31, 2014.

IFC's operating income reached US$1.5 billion in fiscal 2014, 2.7x higher to the previous. Performance was much

higher in fiscal 2014 than in fiscal 2013. The operating return on average assets plus guarantees was 1.8% (0.7% in

2013) and the return on average shareholders' equity was 6.6% (2.7% in 2013); performance by both measures in 2014

was almost back to 2012 and 2011 levels.

Net income (operating income plus net gains or losses on nontrading financial instruments accounted for at fair value)

was also higher in fiscal 2014 at US$1.5 billion, yet IFC incurred a net US$43 million loss on nontrading financial

instruments, compared with a US$441 million gain in 2013.

Fiscal 2014 net income marks a return to 2012 level, after weaker performances in 2013. This was primarily a result of

higher realized gains on equity investments, lower loan-loss provisions and equity write-downs, combined with

improved income from liquid assets.
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Risk Position

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

from its high level of 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 26%, 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 were to deteriorate.

Exposure concentrations

Although IFC had exposure in 123 countries at fiscal year-end 2014, 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

fiscal 2010, with about 10% of its disbursed investment portfolio at fiscal year-end 2014. Its five largest country PREs

(Turkey, Brazil, China, and Russia, in addition to India) amounted to about 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$17.3 billion of new commitments signed during the fiscal year 2014, 23% were concentrated in Latin

America and Caribbean, 20% were in sub-Saharan Africa, and 20% were in Europe and Central Asia regions. Europe

and Central Asia benefitted from the highest growth in new commitments (an increase of 6.4% year on year);

meanwhile, commitments in Latin America and Caribbean have decreased by 13% since fiscal 2013.

In addition, IFC's loss experience has been modest, though deteriorating in 2014. IFC wrote off US$44.5 million in loan

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

of US$1 million), compared with a total of US$25 million in the past two years. 2014 was an exceptional year for the

equity portfolio, resulting in a realized gain of US$1,013 million. Total income including unrealized gains increased by

US$557 million to US$1,289 million. However, we expect equity investment performance to remain highly variable,

and to generate volatility in IFC's profit and loss account.

Moreover, IFC keeps showing a very good, though slightly deteriorating, portfolio quality that has a 93.3% collection

rate (down from 95.5% in fiscal year 2013 and 97.7% in 2012) and principal outstanding on nonperforming loans

remained broadly stable to 5.1% of total disbursed loans as of June-end 2014 (5.3% in the previous year).

Table 5

Five Largest Unweighted Country Exposures (%)*

2014 2013 2012 2011 2010

India 9.8 India 9.6 India 9.2 India 9.3 India 9.0

Turkey 6.2 Brazil 6.5 Brazil 6.1 Brazil 8.1 Brazil 7.8

Brazil 5.8 Turkey 6.1 Turkey 6.1 Turkey 7.4 Russian

Federation

6.5

China 5.3 China 5.4 Russian

Federation

5.5 Russian

Federation

5.8 China 6.3
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Table 5

Five Largest Unweighted Country Exposures (%)* (cont.)

Russian

Federation

4.1 Russian

Federation

4.7 China 5.3 China 4.2 Turkey 5.9

Purpose-related

assets (gross)

37,263,000 34,154,000 30,651,000 29,075,000 25,478,000

*The fiscal year-end is June 30.

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.

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$15.3 billion in 17 currencies during

fiscal year 2014. In August 2014, IFC issued a £500 million bond after being out of the sterling market for three years.

Similarly, IFC issued the first Uruguayan peso-denominated bond, a five-year US$10 million-equivalent deal.

In addition, IFC launched a bond issuance program in the second quarter of 2014, the Banking on Women Bond, the

proceeds of which will be used to fund IFC's banking on women program, through the same ring-fencing procedure as

for Green Bonds. IFC also launched the inaugural off-shore Chinese renminbi (RMB) 500 million green bond (US$81

million) in June 2014, after issuing its second US$1 billion green bond in November 2013. This brings IFC green bond

issuances to US$3.4 billion since 2010.

The authorized borrowing program for 2015 is up to US$15.5 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 (95% of market borrowings, at fiscal 2014 year-end).

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

Summary Liquidity And Funding Ratios

--Year ended June 30--

H1 2015* 2014 2013 2012 2011 2010

Liquidity Ratios

Liquid assets/adjusted total assets (%) 54.4 51.2 50.7 51.5 49.6 52.0

Cash and cash equivalents/liquid assets (%) 18.9 16.6 17.4 20.5 20.7 20.5

Securities/liquid assets (%) 81.1 83.4 82.6 79.5 79.3 79.5
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Table 6

Summary Liquidity And Funding Ratios (cont.)

Liquid assets/gross debt (%) 90.7 87.0 87.7 87.4 88.8 102.1

Liquid assets/short-term debt by remaining maturity§ (%) N.M. 478.3 371.6 519.4 786.6 605.4

Liquid assets net of deposits/total adjusted assets (%) 54.4 51.2 50.7 51.5 49.6 52.0

Liquid assets net of deposits/gross debt (%) 90.7 87.0 87.7 87.4 88.8 102.1

Liquid assets net of deposits/short-term debt by remaining maturity§

(%)

N/A 478.3 371.6 519.4 786.6 605.4

Funding Ratios

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

Short-term debt (by remaining maturity)/adjusted total assets (%) N/A 10.7 13.7 9.9 6.3 8.6

Gross debt/adjusted total assets (%) 60.0 58.8 57.9 59.0 55.8 50.9

Gross debt net of liquid assets/adjusted total assets (%) 5.6 7.7 7.1 7.4 6.2 (1.0)

Short-term liabilities (by remaining maturity)/total liabilities (%) 8.5 23.8 29.5 25.2 21.0 31.9

Total liabilities/adjusted total assets (%) 73.7 71.5 71.3 72.8 70.4 69.9

Gross debt/adjusted common equity (x) 2.3 2.1 2.0 2.2 1.9 1.7

Short-term debt (by remaining maturity)/gross debt (%) N/A 18.2 23.6 16.8 11.3 16.9

*To Dec. 31, 2014. §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.

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

Summary Balance Sheet

--Year ended June 30--

(Mil. $) H1 2015* 2014 2013 2012 2011 2010

Assets

Cash and money market instruments 9,377 7,155 6,842 8,011 7,016 6,502

Securities 40,282 35,886 32,500 31,036 26,927 25,243

Total deposits 7,242 5,916 5,889 5,719 4,825 5,435

Liquid assets 49,659 43,041 39,342 39,047 33,943 31,745

Net loans 22,536 22,589 20,831 19,496 18,455 16,660

Equity interests/participations 12,805 12,988 11,695 9,774 9,313 7,469

Purpose-related assets (gross) 37,025 37,263 34,154 30,651 29,075 25,478

Purpose-related assets (net) 35,341 35,577 32,526 29,270 27,768 24,129

Derivative assets 3,256 2,913 3,376 4,615 4,177 2,688

Fixed assets 191 200 208 221 234

Accrued receivables 1,148 1,018 1,553 1,833 1,848

Other assets, other 2,990 1,260 1,063 1,068 548 431
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Table 7

Summary Balance Sheet (cont.)

Total assets 91,246 84,130 77,525 75,761 68,490 61,075

Total adjusted assets§ 91,246 84,130 77,525 75,761 68,490 61,075

Liabilities

Other borrowings (gross debt) 54,737 49,481 44,869 44,665 38,211 31,106

Other liabilities 6,764 5,371 4,645 4,119 4,213 3,217

Derivative liabilities 3,471 1,985 2,310 1,261 1,757 1,140

Total liabilities 67,211 60,140 55,250 55,181 48,211 42,716

Shareholders' equity

Paid-in capital and surplus 2,504 2,502 2,403 2,372 2,369 2,369

Revaluation reserve 1,864 2,244 1,857 1,450 1,955 1,700

Retained earnings 20,623 20,196 18,713 17,695 16,367 14,788

Other equity 26 53 38 N/A N/A N/A

Accumulated other comprehensive income (loss) (982) (1,005) (736) (937) (412) (498)

Shareholders' equity 24,035 23,990 22,275 20,580 20,279 18,359

Total guarantees 3,401 3,679 3,565 3,420 2,932 1,889

*To Dec. 31, 2014. §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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