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International Finance Corp.

Major Rating Factors

Strengths:

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

the public policy mandate as well as governance and management expertise

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

capital ratio after adjustments of 23% and stronger liquidity ratios than most

peers

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

of about 60 years

Counterparty Credit Rating

Foreign Currency

AAA/Stable/A-1+

Local Currency

--/--/NR

Greater China Regional Scale
cnAAA/--/--

Weaknesses:

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

and equity markets that significantly influence income

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

Rationale

The ratings on IFC are based on its very strong business profile and extremely strong financial profile. Its stand-alone

credit profile (SACP) is 'aaa'.

The metrics we use to measure IFC's financial strength have come under some pressure in 2016--our risk-adjusted

capital ratio (RAC ratio) has shown a marked decline to 23% in 2016 from 28% in 2015, reflecting a significant

comprehensive loss; nevertheless, we still consider IFC's RAC ratio to be consistent with an extremely strong financial

profile. At the same time, the average credit risk of IFC's loan portfolio has not materially changed. During the financial

year (FY) ending June 2016, new long-term financial commitments on IFC's own account increased by over 5% to

$11.1 billion, with 18% growth in Latin America and 41% growth in Europe and Central Asia, which we believe is an

indication that IFC continues to fulfil its countercyclical mandate.

Over FY2016, IFC has suffered a comprehensive loss of $1.7 billion, which led to a 7% reduction in its total equity.

This loss had a number of components:

• First, IFC's net income for 2016 was close to zero, due to increased loan provisions, unrealized losses on the debt

portfolio, and continued grants to The International Development Association (IDA);

• Second, net unrealized losses on equity investments (including unhedged foreign exchange movements) amounted

to almost $800 million; and

• Finally, actuarial adjustments led to a further $764 million increase in pension deficits.

We consider the actuarial adjustment to be a one-off expense, which may reverse if the interest rate environment starts

to normalize; the first-quarter accounts for FY2017 (that is, the quarter ending Sept. 30, 2016) indicate a turnaround in

both the income statement and the comprehensive income, and IFC's capital levels have started to recover. Although
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we estimate that IFC's capital buffers are sufficient to withstand losses such as those incurred in FY2016, our base case

assumes that IFC's comprehensive income will return to historical averages, primarily driven by a stabilization of credit

losses and lower losses on currency conversion. Our assessment of IFC's capital adequacy could come under pressure

if the equity levels deteriorate further, for example, due to repeated losses.

IFC's disbursement of grants to IDA, the concessional lending window of the World Bank, are part of IDA's three-year

replenishment cycle, with the level for each year determined on the basis of previous financial year's net income

through an internally agreed-upon formula. The grants lower IFC's internal capital generation but adjust in line with its

prior year's net available income. We understand the next replenishment cycle for IDA (IDA18) will amend the

framework for these grants, given IDA's own possible debt-issuance plans and capital planning across the World Bank

Group (WGB) entities, which could lead to stronger capital generation in the future.

The level of IFC's nonaccruing loans has further increased to 6.5% of average loans in 2016 from 6.2% in 2015. The

Middle East and North Africa region has the highest nonaccrual rate, at 15%; by contrast, equity write-downs (6.3% of

total equity investments at 2015 financial year-end) were concentrated in Asia and Latin America. Although increasing,

this still compares well with the historical average and to peers with a focus on private lending, and we expect it to

stabilize somewhat over the next few years. Specific reserves cover 56% of nonperforming loans (NPLs).

IFC's purpose-related exposures are well-diversified, both by geography and by sector. Its exposures in the five

countries with the largest purpose-related exposures (India, China, Turkey, Brazil, and Nigeria) represented about 31%

of total committed exposure for FY2016, which is the same as in 2015. Overall, IFC has exposures in 129 different

countries, and no particular region amounts to more than a quarter of its disbursed portfolio; IFC is somewhat

concentrated in finance and insurance, because of its mandate-driven focus on capital markets development. Other

than that, no sector accounts for more than 12% of the exposures. The strong diversification partly propels the

significant uplift in the RAC ratio before adjustments (12%) and after (23%). Of almost $41 billion of outstanding

disbursed investments, 64% are loans, 29% are equities, 8% are debt securities, and the rest is accounted for by

guarantees and risk management products.

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

year, even under stressed market conditions, without access to the capital markets. Some risks to liquidity come from

IFC's gradual migration toward two-way collateralized swap agreements (CSAs), as IFC will be required to start

posting collateral on its derivatives exposures. IFC only posted $495 million in collateral as of the end of the 2016

financial year, equal to roughly 1% of its treasury portfolio. This amount will gradually increase as the two-way CSAs

replace old one-way CSAs, and IFC is revising its liquidity framework accordingly; we do not expect this change to

have a material negative impact on our funding and liquidity ratios.

We consider IFC's funding base to be strong, primarily due to its broad diversification--it issues in almost 20

currencies. In 2016, IFC borrowed a total of US$14 billion, equivalent at an average maturity of 4.4 years, in line with

other 'AAA' rated multilateral lending institutions (MLIs) operating in U.S. dollars. IFC maintains a presence in

numerous markets and promotes financial innovation, for example, by pioneering green bonds in certain markets like

India, as well as globally. IFC issues small amounts in local markets, either to fund local-currency exposures or to

promote capital market developments. These exposures are typically not hedged back to U.S. dollars but are matched

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 27, 2017   3

1875261 | 302031558

International Finance Corp.



by local-currency assets; they amount to a negligible proportion of the overall liabilities. Otherwise, IFC engages in

substantial derivative operations, as it swaps its mostly fixed-rated debt issued in various currencies into floating-rate

U.S. dollars. We consider IFC's counterparty risk on derivatives to be contained and well-managed.

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 is a member of the WBG, and, although it cooperates closely with other institutions in the group, it is legally and

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

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

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

MLIs, IFC has been exempted from exchange controls when commercial debtors have not (for example, in Ukraine in

2015), and IFC has greater influence on governmental policy formation regarding members' business environment. It

differs from MLIs that principally lend to sovereign governments, however, in that its private-sector obligors do not

have sovereign immunity and thus cannot grant them preferred creditor treatment (PCT). At the same time, like other

major MLIs, IFC pursues a countercyclical mission, with its investment focus periodically shifting to those regions

where the private sector may be experiencing difficulties in market access or facing a difficult economic environment.

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

Outlook

The stable outlook reflects our expectation that IFC's business and financial profile will remain unchanged over the

course of the next two years.

If--contrary to our expectations--IFC's capitalization ratios declined, particularly due to comprehensive losses, or we

were to observe that shareholder support for its public policy importance had diminished, we could lower the ratings.

Business Profile: Very Strong

We assess IFC's business profile as very strong, reflecting our assessment of its policy importance to IFC's

shareholders and its governance and management expertise.

Policy Importance

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

• IFC is one of the oldest MLIs and one of the largest by number of shareholders. As of June 30, 2016, IFC had 184

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

WBG and with exposures to 129 countries as of fiscal year-end 2016. 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.
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• 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). 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. The Selective Capital Increase (SCI) has now closed, and as of June 30, 2015, IFC had received

payments totaling $194.303 million; the remaining balance of $5.697 million became part of the corporation's

authorized and unallocated capital stock.

• IFC is a member of the WBG. The corporation is a legal entity with its own Articles of Agreement, share capital,

financial structure, management, and staff.

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

• IFC's shareholders exempt it from all taxation.

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

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

term) by the governments of the countries in which it operates, and we expect this to remain so in the rating

horizon.

That said, IFC's mandate restricts its focus to lending and otherwise investing in private-sector entities (with limited

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

IFC cannot benefit from PCT, as our criteria define the term, nor can it directly support its members in a stress

scenario.

IFC provides capital both through equity and debt, and increasingly through various co-lending programs, both with

other MLIs and with local commercial lenders. It is active in all key regions and periodically shifts its regional focus in

the medium term. Although IFC is involved in all key industries and sectors, it does have a focus on capital market

development, which it indirectly addresses by a significant sectoral focus on financial services (both bank and

nonbank). Recently, in line with other World Bank entities, IFC has increased its efforts in the area of assisting fragile

states and in combating climate change.

Furthermore, the corporation is planning to increase its activities in the poorest countries of the world by beginning to

lend to the private sector in the IDA-only to countries with guarantees from this association.

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.
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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 voting shareholders as of June 30, 2016, were the U.S. (20.99% of voting power), Japan (6.01%),

Germany (4.77%), France (4.48%), and the U.K. (4.48%).

• No private-sector shareholding.

• Senior staff that possess considerable aggregate expertise and experience, and enough in number that key-man risk

is minimal.

• A reorganization of the vice-presidential level of management of the WBG, which has affected IFC as well.

• An increasing staff as its business has grown. The corporation had around 3,800 staff members as of June 2016, of

whom 43% were based at the headquarters in Washington, D.C., down from 55% in 2005 (when staff numbered

2,433). The rest are in field offices around the world.

• 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.

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 hold meetings at least annually. With some exceptions,

decisions are delegated to the board of directors. Each of the six largest shareholders appoints one of the 25 directors

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

represents a single-country constituency. With the exception of matters before the boards of governors and directors,

majority vote decides. IFC's articles state that the president of International Bank for Reconstruction and Development

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

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

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

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 (VPs) in charge of risk management and sustainability,

distinct and of equal seniority to IFC's other VPs. No significant senior management changes have occurred during

FY2016.

We consider IFC's business profile to be very strong, despite shareholders' track record of requiring IFC to redistribute
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its earnings to the benefit of other WBG members (such as IDA), or other causes (such as small and midsize

enterprises [SMEs] in IDA countries). In fiscal 2016, those grants amounted to US$330 million, compared with US$340

million in fiscal 2015. This exceeded the net income for 2016 of US$296 million, as the size of the grant is determined

on the basis of previous years' earning.

Financial Profile: Extremely Strong

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

adequacy, and its funding and liquidity profile.

KPMG, independent external auditors of the corporation, issued a clean opinion of IFC's annual financial statements

prepared in accordance with the U.S. generally accepted accounting principles (GAAP) for the period ending June 30,

2016.

Table 1

International Finance Corp.--Selected Indicators

Jun-16 Jun-15 Jun-14 Jun-13 Jun-12

Balance sheet characteristics

Liquid assets / adjusted total assets (%) 54.3 53.2 51.2 50.7 51.5

Purpose-related assets (gross) / adjusted total assets (%) 40.1 41.8 44.3 44.1 40.5

Net loans / adjusted total assets (%) 24.2 24.4 26.9 26.9 25.7

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

Equity investments / adjusted total assets (%) 13.9 15.4 15.4 15.1 12.9

Other indicators

RAC ratio after adjustments (%) 23 29 26 29 30

Static funding gap§ at 1 year (x) 1.2 1.4 1.5 1.8 2.3

Gross debt / adjusted common equity (x) 2.4 2.1 2.1 2.0 2.2

Short-term debt (by remaining maturity) / gross debt (%) 26.4 19.6 18.2 23.6 16.8

Net income / average adjusted assets (%) (0.0) 0.5 1.8 1.3 1.8

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

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

Capital And Earnings

The metrics we use to measure IFC's financial strength have come under some pressure in 2016--our RAC ratio has

shown a marked decline to 23% in 2016 from 28% in 2015 (with ratings as of June 6, 2017), reflecting a significant

comprehensive loss; nevertheless, we still consider IFC's RAC ratio to be consistent with an extremely strong financial

profile.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 27, 2017   7

1875261 | 302031558

International Finance Corp.



Table 2

International Finance Corp. Risk-Adjusted Capital Adequacy

Financial data as of June 30, 2016, parameters as of June 6, 2017

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

Credit risk

Government and central banks 18,004 1,256 7

Institutions 33,805 17,898 53

Corporate 18,489 27,480 149

Retail - - -

Securitization 10,426 3,860 37

Other assets 3,460 5,407 156

Total credit risk 84,183 55,902 66

Market risk

Equity in the banking book 15,665 130,443 833

Trading book market risk -- - --

Total market risk -- 130,443 --

Insurance risk

Total insurance risk -- 0 --

Operational risk

Total operational risk -- 7,765 --

RWA before MLI adjustments 194,109 100

MLI adjustments

Industry and geographic diversification (20,036) (10)

Single-name concentration 1,046 1

Preferred creditor treatment - -

High risk exposure cap (73,690) (38)

Total MLI adjustments (92,679) (48)

RWA after MLI diversification 101,430 52

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

Capital ratio before adjustments 22,766 12

Capital ratio after adjustments -- 23

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

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

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

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

• 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

• Purpose-related activities, which generate loans, holdings of clients' debt securities, equity investments, guarantees,

and risk-management exposure.
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Treasury activities

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

activities, capitalizing on the 'AAA' credit rating and resulting low funding costs, and 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 (24% at fiscal year-end 2016); corporate securities (17%); asset-backed securities (ABS;

25%); cash, time deposits, and other unconditional obligations of banks and financial institutions (30%); 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. In line with the previous year, at fiscal year-end 2016, 50% of its liquid

assets and 78% of its net loans were U.S. dollar-denominated (11% were euro-denominated and other currencies loans

remained below 2% each). The nondollar liquid assets and loan portfolio is usually swapped into U.S. dollar exposures.

However, the equity portfolio bears foreign exchange risk as exposures are not hedged. At the same time, 40% of IFC's

borrowings outstanding were in currencies other than the U.S. dollar, particularly the Australian dollar (14%) and the

Brazilian real (4%). IFC's nondollar borrowings are generally swapped into floating-rate U.S. dollar obligations.

Interest-rate risk

Most of IFC's loans (80% at fiscal year-end 2016) 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, rescheduling, different LIBOR reset dates, or

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

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

Purpose-related activities

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

developmental content. Finance and insurance still have a broad share of the disbursed portfolio at fiscal year-end

2016 (40%), along with the steady increasing share of electric power (11%) and collective investment vehicles (almost

9% compared with 6% in 2012). 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 behaviour has often proven highly profitable for the corporation.

Client eligibility

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

This partially reflected in the paucity of medium- and long-term financing from commercial sources, even for these
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entities. However, in recent years, IFC has sought to support SMEs more, 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 it may make investments of its funds as it deems appropriate. Its main financing activities

remain loans and equity investments, but in more recent years it began providing risk-management products (such as

interest-rate and currency hedges) and actively using its ability to provide guarantees.

New long-term commitments increased by 6% during fiscal 2016, to US$11.1 billion, while IFC disbursements

increased by 8% to US$10 billion, 73% of which were loans and 23% equity investments. We expect the proportion of

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

Table 3

International Finance Corp.--Principal Business Activities

Jun-16 Jun-15 Jun-14 Jun-13 Jun-12

Purpose-related assets (gross) / adjusted total assets (%) 40.1 41.8 44.3 44.1 40.5

Net loans / adjusted total assets (%) 24.2 24.4 26.9 26.9 25.7

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

(%)

0.0 0.0 0.0 0.0 0.0

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

Equity investments / adjusted total assets (%) 13.9 15.4 15.4 15.1 12.9

Total guarantees (mil. $) 3,478 3,168 3,679 3,565 3,420

Total adjusted assets* (mil. $) 90,434 87,548 84,130 77,525 75,761

N/A--Not available. N.M.--Not meaningful. *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 59% of

purpose-related exposure at fiscal year-end 2016.

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

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

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

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

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

Equity investments

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

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

which the investment is made;

• Include a small amount of quasi equity;

• Are concentrated in finance/insurance and collective investment vehicles (35% and 27%, respectively, of the total

equity portfolio at fiscal year-end 2016), 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.
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IFC's equity portfolio has been a very important contributor to the corporation's overall profitability, both on the

upside and downside.

Guarantees

At fiscal year-end 2016, issued guarantees (including trade-finance facilities)--those that IFC has committed itself to

providing--were US$4.3 billion, up from US$4.1 billion one year earlier. Guarantees outstanding--those for which a

client's underlying financial obligation has been incurred--were US$3.5 billion at June 30, 2016, and also up from 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 Co. LLC

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

have risen by 4% since fiscal year-end 2015. 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 2016,

IFC AMC managed US$8.9 billion in 12 funds, two of which were established during the last financial year:

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

US$1,725 in the Subordinated Debt 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), designed to invest in midsize

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

clear path to privatization, funded primarily by IFC;

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

focusing on climate and resource efficiency;

• The Global Infrastructure Fund (US$1.4 billion), established in 2013 to make equity and equity-related investments

in infrastructure in global emerging markets;

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

sectors of the Mexican economy;

• The Financial Institutions Growth Fund (US$464 million, up 35% from previous year), established in fiscal 2015 to

invest in equities across emerging markets;

• The Global Emerging Markets Fund of Funds (US$406 million), established in fiscal 2015 to invest in other

investment funds in the emerging market space;

• The Middle East and North Africa Fund (US$162 million), established to make equity investments in the region; and

• Women Entrepreneurs Debt Fund (WED Fund) (US$90 million), established for lending to female-owned small and

midsize enterprises in 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 extremely important for internal capital

generation in absence of significant capital injections.

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

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

financial performance.

Table 4

International Finance Corp.--Summary Statement Of Income

(Mil. $) Jun-16 Jun-15 Jun-14 Jun-13 Jun-12

Interest income 1,712 1,678 1,531 1,423 1,569

Interest expense 409 258 196 220 181

Net interest income 1,303 1,420 1,335 1,203 1,388

Operating noninterest income 861 956 1,923 1,837 1,621

Other noninterest income 394 380 397 354 404

Operating revenues 2,573 2,634 3,454 3,260 3,190

Noninterest expenses 1,464 1,423 1,418 1,401 1,207

Credit loss provisions (net new) 404 204 101 289 144

Operating income after loss provisions 296 749 1,739 1,350 1,658

Net income (34) 409 1,488 1,010 1,328

Other comprehensive income (1,627) (6) 113 616 (1,030)

Comprehensive income (1,661) 403 1,601 1,626 298

Memo:

Net increase (decrease) in cash and cash equivalents during the year 5,487 2,283 230 (542) 1,580

IFC has experienced a net loss of around US$40 million in fiscal 2016, the first loss since 2009 (net income in

fiscal-year 2015 was a positive US$409 million). The loss was the result of a number of factors, such as increased loan

loss provisions and unrealized losses on equity investments, while transfers to IDA stayed at the same level as last

year. The loss was mostly accumulated in the first three quarters of the financial year and was somewhat recouped in

the final quarter; net income in the third quarter of 2017 (as of March 31, 2017) was positive around US$369 million,

reversing the loss reported on March 31, 2016. The income from equity investments has actually mildly improved after

a significant dip in 2015. Moreover, IFC's realized capital gains on equities in fiscal 2016 reached $1.2 billion, very

close to record 2015 levels.

IFC's nonaccruals have reached 6.5% of disbursed loan book; this represents an increase from 6.2% in 2015, but the

growth in nonaccruals has slowed. For the fourth year in a row, nonaccruals are the highest in the Middle East and

North Africa region, and the worst sector is primary metals, where they reached 77%.

On top of a net loss, IFC has posted a comprehensive loss of US$1.7 billion, also for the first time since 2009, which
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was a reversal of US$0.4 billion comprehensive income in 2015. The reversal was the result of significant unrealized

losses on equity and an actuarial loss on the pension plans. The latter was driven by a review of the discount rate

applied to the plan and is generally a volatile item depending on medium-term interest rate environment. We do not

expect such a loss to be repeated in the next few years.

Risk Position

IFC's RAC ratio after adjustments benefits from its wide geographic and sectorial diversification. It benefits from the

cap we apply to high-risk exposures (so that capital allocated does not exceed the exposure amount) as well. But,

unlike must MLIs, IFC cannot benefit from PCT (as it does not lend to governments).

Our standard MLI-adjusted RAC ratio for IFC is 23% (with ratings as of June 6, 2017), 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 MLI peers. The RAC ratio could come under pressure if the IFC portfolio were to become less

diversified, its equity investments were to increase significantly, or the credit quality of its exposures were to

deteriorate.

Exposure concentrations

Although IFC had exposure in 129 countries at fiscal year-end 2016, 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 over 10% of its disbursed investment portfolio at fiscal year-end 2016. Its five largest country purpose

related exposures (Turkey, Brazil, China, Nigeria, and India) amounted to 32% 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$11.7 billion of new long-term finance commitments signed during fiscal 2016 on IFC's own account, 23%

was concentrated in Latin America and the Caribbean (versus 21% in 2015), 19% was in East Asia and the Pacific (20%

in 2015), 18% was in Europe and central Asia (a notable increase from 14% in 2015), and 11% was in Sub-Saharan

Africa (a reduction from 15% in 2015).

IFC's loss experience has deteriorated in 2016 compared with the previous fiscal year. IFC wrote off US$303 million in

loan principal during fiscal 2016 (over 1.5% of total loan book and almost 10 times more than in 2015). Equity income,

however, recovered somewhat on better realized gains and lower impairments.

NPLs continued to grow and reached 6.5%, up from 6.2% in 2015 and 5.1% in 2014, while interest collection rate

deteriorated for the fifth year in a row and reached 91.4%. However, we consider that IFC's portfolio remains within

the bounds of historical fluctuations and the risky nature of some of its investments reflect its policy mandate.

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

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

increased to 6.5% of total disbursed loans as of end-June 2016.
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Table 5

International Finance Corp. Five Largest Unweighted Country Exposures*

(%) Jun-16 Jun-2015 Jun-2014 Jun-2013 Jun-2012

India 9.5 India 9.5 India 9.8 India 9.6 India 9.2

Turkey 7.4 China 7.2 Turkey 6.2 Brazil 6.5 Brazil 6.1

China 5.5 Turkey 6.3 Brazil 5.8 Turkey 6.1 Turkey 6.1

Brazil 5.3 Brazil 5.0 China 5.3 China 5.4 Russia 5.5

Nigeria 3.0 Nigeria 3.2 Russia 4.1 Russia 4.7 China 5.3

Purpose-related assets (gross; mil. US$) 36,231 36,582 37,263 34,154 30,651

*Based on committed exposures.

Funding And Liquidity

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

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

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

drawn in one year.

In fiscal-year 2015, IFC began the process of renegotiating its collateral exchange agreements with its counterparties

toward symmetrical two-way CSAs. Previously, like many other supranational institutions, IFC did not have to post

collateral with its derivatives counterparties, regardless of the mark-to-market exposure of those counterparties to IFC.

As of June 30, 2016, US$495 million of cash collateral was posted under CSAs, but most counterparties waive the

collateral requirement as long as IFC is rated 'AAA'. In our opinion, the transition creates additional liquidity needs for

IFC to cover for the contingent risk of posting collateral following adverse currency or interest rate movements, but it

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

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

given IFC's frequent issuance in many markets and currencies. IFC initiated a number of green bond issuances in

various markets including India and South Africa.

IFC borrowed US$14 billion in 20 currencies during fiscal-year 2016. In August 2015, IFC issued a £100 million in

Islamic bonds (SUKUK), and in June 2015 it began issuing short-term notes in Turkish lira, but its biggest issuance is a

five-year US$2.25 billion bond in July 2015. IFC has increased the average maturity of its new borrowings to 4.4 years

from 4.2 years, but its average funding costs have increased slightly by 10 bps relative to LIBOR.

The authorized borrowing program for 2017 is up to US$17 billion (including US$3 billion in short-term funding) 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 the end of fiscal 2016).

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 believe helps to assure

access to a number of major lending markets in a stress scenario.
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Our funding and liquidity ratios for IFC indicate that it would be able to fulfill its mandate as planned for at least one

year, even under stressed market conditions, without access to the capital markets.

Table 6

International Finance Corp.--Summary Liquidity And Funding Ratios

Jun-16 Jun-15 Jun-14 Jun-13 Jun-12

Liquidity ratios

Liquid assets / adjusted total assets (%) 54.3 53.2 51.2 50.7 51.5

Cash and cash equivalents / liquid assets (%) 30.5 19.5 16.6 17.4 20.5

Securities / liquid assets (%) 69.5 80.5 83.4 82.6 79.5

Liquid assets / gross debt (%) 89.1 90.8 87.0 87.7 87.4

Liquid assets / short-term debt by remaining maturity*

(%)

337.5 463.4 478.3 371.6 519.4

Liquid assets net of deposits / total adjusted assets (%) 54.3 53.2 51.2 50.7 51.5

Liquid assets net of deposits / gross debt (%) 89.1 90.8 87.0 87.7 87.4

Liquid assets net of deposits / short-term debt by

remaining maturity* (%)

337.5 463.4 478.3 371.6 519.4

Funding ratios

Static funding gap§ at one year (x) 1.2 1.4 1.5 1.8 2.3

Short-term debt (by remaining maturity) / adjusted

total assets (%)

16.1 11.5 10.7 13.7 9.9

Gross debt / adjusted total assets (%) 61.0 58.6 58.8 57.9 59.0

Gross debt net of liquid assets / adjusted total assets

(%)

6.7 5.4 7.7 7.1 7.4

Short-term liabilities (by remaining maturity) / total

liabilities (%)

27.6 23.4 23.8 29.5 25.2

Total liabilities / adjusted total assets (%) 74.8 72.1 71.5 71.3 72.8

Gross debt / adjusted common equity (x) 2.4 2.1 2.1 2.0 2.2

Short-term debt (by remaining maturity) / gross debt

(%)

26.4 19.6 18.2 23.6 16.8

N.M.--Not meaningful. *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.

Likelihood Of Extraordinary Shareholder Support

We do not assign any uplift in our rating based on 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 many MLIs) IFC has no callable capital.

Table 7

International Finance Corp.--Summary Balance Sheet

(Mil US$) Jun-16 Jun-15 Jun-14 Jun-13 Jun-12

Assets

Cash and money market instruments 15,000 9,086 7,155 6,842 8,011

Securities 34,112 37,470 35,886 32,500 31,036
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Table 7

International Finance Corp.--Summary Balance Sheet (cont.)

(Mil US$) Jun-16 Jun-15 Jun-14 Jun-13 Jun-12

Memo:

Total deposits 13,114 7,509 5,916 5,889 5,719

Liquid assets 49,112 46,556 43,041 39,342 39,047

Net loans 21,868 21,336 22,589 20,831 19,496

Equity interests/participations (nonfinancial) 12,588 13,503 12,988 11,695 9,774

Purpose-related assets (gross) 36,231 36,582 37,263 34,154 30,651

Purpose-related assets (net) 34,456 34,839 35,577 32,526 29,270

Derivative assets 3,695 3,255 2,913 3,376 4,615

Fixed assets 163 178 191 200 208

Accrued receivables 1,589 1,274 1,148 1,018 1,553

Other assets, other 1,419 1,446 1,260 1,063 1,068

Total assets 90,434 87,548 84,130 77,525 75,761

Total adjusted assets* 90,434 87,548 84,130 77,525 75,761

Liabilities

Other borrowings (gross debt) 55,142 51,265 49,481 44,869 44,665

Other liabilities 8,383 7,162 5,371 4,645 4,119

Derivative liabilities 3,952.0 4,225.0 1,985.0 2,310.0 1,261.0

Total liabilities 67,668.0 63,122.0 60,140.0 55,250.0 55,181.0

Shareholders' equity

Paid-in capital and surplus 2,566.0 2,566.0 2,502.0 2,403.0 2,372.0

Revaluation reserve 1,176.0 2,040.0 2,244.0 1,857.0 1,450.0

Retained earnings 20,608.0 20,641.0 20,196.0 18,713.0 17,695.0

Other equity 23.0 22.0 53.0 38.0 N/A

Accumulated other comprehensive income (loss) (1,607) (843) (1,005) (736) (937)

Shareholders' equity 22,766.0 24,426.0 23,990.0 22,275.0 20,580.0

Memo:

Total guarantees 3,478.0 3,168.0 3,679.0 3,565.0 3,420.0

N/A--Not available. *Adjustments made to reported shareholders' equity to calculate adjusted common equity (an institution's cash capital) are

carried through to total assets.
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Chart 1

Related Criteria And Research

Related Criteria

• S&P Global Ratings' National And Regional Scale Mapping Tables, June 1, 2016

• National And Regional Scale Credit Ratings, Sept. 22, 2014

• Methodology For Linking Short-Term And Long-Term Ratings For Corporate, Insurance, And Sovereign Issuers,

May 7, 2013

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

• Banks: Bank Capital Methodology And Assumptions, Dec. 6, 2010

• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Related Research

Supranationals Special Edition 2016, Sept. 29, 2016

Ratings Detail (As Of June 27, 2017)

International Finance Corp.

Counterparty Credit Rating

Foreign Currency AAA/Stable/A-1+
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Ratings Detail (As Of June 27, 2017) (cont.)

Local Currency --/--/NR

Greater China Regional Scale cnAAA/--/--

Senior Unsecured
Greater China Regional Scale cnAAA

Senior Unsecured A-1+

Senior Unsecured AAA

Short-Term Debt A-1+

Counterparty Credit Ratings History

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

05-Apr-1990 AAA/Stable/--

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

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

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

22-Dec-2016 Greater China Regional Scale cnAAA/--/--

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are comparable

across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and

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

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 27, 2017   18

1875261 | 302031558

International Finance Corp.



STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P

reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,

www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription) and www.spcapitaliq.com

(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information

about our ratings fees is available at www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective

activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established

policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain

regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P

Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any

damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and

not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,

hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to

update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment

and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does

not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be

reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part

thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval

system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be

used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or

agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content. S&P Parties are not

responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for

the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL

EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR

A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING

WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no

event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential

damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by

negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Copyright © 2017 by Standard & Poor’s Financial Services LLC. All rights reserved.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT JUNE 27, 2017   19

1875261 | 302031558


	Research:
	Major Rating Factors
	Strengths:
	Weaknesses:

	Rationale
	Outlook
	Business Profile: Very Strong
	Policy Importance
	Governance And Management Expertise  
	Financial Profile: Extremely Strong
	Capital And Earnings
	Treasury activities
	Credit risk
	Exchange-rate risk
	Interest-rate risk
	Other risks
	Purpose-related activities
	Client eligibility
	Composition of financing provided
	Loans
	Equity investments
	Guarantees
	IFC Asset Management Co. LLC
	Earnings

	Risk Position
	Exposure concentrations

	Funding And Liquidity 
	Likelihood Of Extraordinary Shareholder Support
	Related Criteria And Research
	Related Criteria
	Related Research



