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The credit profile of the International Finance Corporation (IFC) reflects a robust capital base,
very strong liquidity and funding base, as well as the presence of highly rated shareholders
with strong willingness and capacity to support the corporation. These strengths mitigate
a riskier business model than other multilateral development banks (MDBs) and the lack of
callable capital.
Exhibit 1
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Credit strengths
» A strong capital position, with low leverage and best-in-class risk management
» Ample liquidity buffers, and access to a deep and diverse global funding base
» Highly rated shareholders’ strong capacity and willingness to support the institution,
despite the lack of callable capital

Credit challenges
» Relatively high credit risk, given the IFC's private-sector mandate
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» Significant share of relatively illiquid equity investments

Rating outlook
The stable outlook reflects our expectation that the IFC will maintain its solid capital adequacy and liquidity buffers in the coming
years. We also expect the IFC’s prudent risk management practices and its shareholders' capacity and willingness to provide financial
support to remain strong.

Factors that could lead to a downgrade
Downward pressure on the IFC's rating could occur in the event of a substantial and multi-year deterioration in asset quality and
performance, combined with materially higher leverage. Such a scenario could occur if the IFC expanded rapidly into countries with a
much weaker credit profile in the context of its IFC 3.0 strategy or if the corporation materially raised its exposure to higher-risk equity
investments. Evidence of waning shareholder support would also be credit negative; however we consider such a scenario to be remote,
in particular in view of the capital increase currently under way.

Key indicators
Exhibit 2
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Years refer to the fiscal year ending 30 June, that is, 2021 refers to the year that ended 30 June 2021.
Source: Moody's Investors Service

Detailed credit considerations
On 18 November 2021 we affirmed the IFC's Aaa ratings and the stable outlook.
We assess the IFC’s capital adequacy at “a3”, which combines our assessments of “aa3” for capital position, “baa” for development
asset credit quality and “baa1” for asset performance. The IFC has comparatively low leverage - defined as development-related
assets/usable equity - which has been declining over the past several years. Leverage stood at 166% as of June 2021, a nearly 30
percentage point decrease from the 194% ratio registered a year earlier when the IFC ramped up lending to respond to the pandemic,
and significantly below the end-2020 median of 296% for Aaa-rated peers. Another factor underpinning the IFC’s strong capital
adequacy is its explicit focus on profitability and growing the capital base through retained earnings. While last year’s highly volatile
equity markets in the IFC’s countries of operations led to a loss of over $1.6 billion in the fiscal year ending June 2020 (FY 2019/20),
this was reversed a year later with the IFC posting a net profit of $4.2 billion. Profits are retained and added to reserves, thus bolstering
available capital.
The relatively low development asset credit quality is a direct consequence of IFC's focus on lending to private-sector borrowers. In
addition, IFC has sizeable equity holdings, accounting for 24% of total development assets as of June 2021, which we consider to be
generally higher risk exposures than loans. At the same time, the IFC's portfolio is highly diversified, which reflects its large size and
global reach. The IFC's portfolio concentration metrics are better than those of most peers. For example, as of the end of FY2021, the
This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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sum of the IFC's 10 largest exposures accounted for only about 6% of the total portfolio, and the largest single exposure was less than
1% of its portfolio.
The IFC is exposed to more volatile performance of its development assets than most MDBs, driven by its equity investments, which
are often subject to large mark-to-market valuation changes from one year to the next. The share of non-performing exposures
averaged around 2.7% over the past decade, compared to below 1% for other Aaa-rated peers that lend predominantly to the public
sector. However, the IFC’s very strong risk management limits the risk associated with its business profile and the corporation’s large
capital buffer allow it time to work out stressed exposures. Also, overall credit risk in the portfolio is mitigated to some extent by a very
granular and widely diversified development asset portfolio, reflecting the IFC’s global reach. Last year, the corporation’s ratio of nonperforming exposures stood at only 1.5%, dropping from a high of 4.8% the previous year, mainly reflecting the recovery in emerging
market equity valuations.
We assess the IFC’s liquidity and funding score at “aaa”. This incorporates an “aa1” score for the size of liquid assets compared with
cash outflows; our preferred metric, cash and liquid assets as percentage of outflows over the next 18 months, stood at 182% as of June
2021, one of the strongest metrics among Aaa-rated peers. Our assessment is further supported by very prudent liquidity policies, as
the corporation stress tests its liquidity needs by applying significant haircuts to its liquid assets and comparing the stressed value to
expected and unforeseen cash requirements over horizons of up to 12 months.
The IFC’s market access is robust and highly diversified, resulting in a “aaa” score for the quality and depth of market access. The
corporation is a pioneer when it comes to diversifying its funding and opening new sources of funding. In its last financial year up to
June 2021, the IFC had raised medium- to long-term bonds amounting to $12.7 billion, compared with $11.3 billion a year earlier. Its
extensive funding tool kit has allowed the IFC to cultivate a very large and diversified investor base. For asset/liability management,
the IFC generally avoids mismatches between lending and its own borrowing, but there can be special cases where asset/liability
mismatches are acceptable for new products, as approved by the IFC's board.
Combining the capital adequacy and liquidity and funding scores, we position the IFC's preliminary intrinsic financial strength at “aa3”.
We provide a +1 upward adjustment to the IFC's intrinsic financial strength on account of its strong quality of management. The IFC
exhibits best-in-class risk management practices, which we believe limit the risks associated with its development-related assets. As
such, we place the IFC's adjusted intrinsic financial strength at “aa2”.
Unlike most of its MDB peers, the IFC does not benefit from explicit contractual callable capital support from its shareholders. Instead,
it relies on its accumulated earnings for most of its capital. The IFC’s strength of member support is nonetheless assessed as “High”,
a deviation from the scorecard-indicated score of “Medium”. This is to reflect our view that despite a relatively moderate weighted
average shareholder rating of Baa2, members’ ability and willingness to support the IFC is very strong. This is illustrated, for example, by
the significant increase in paid-in capital of up to $5.5 billion agreed by shareholders in 2018. Several shareholders have already made
first payments, underlining the strength of their commitment.
The IFC has a very large shareholder base, encompassing 185 countries, with Aaa and Aa-rated (non-borrowing) shareholders
accounting for 52% of paid-in capital. Developing country shareholders are generally also highly invested in the institution, having
benefitted from its lending over the past decades. Moody’s places particular emphasis on IFC's global reach and its expertise in privatesector lending and crowding in private investors, which is highly valued by shareholders and will likely become even more relevant
going forward, given the very high debt levels of many shareholder governments. In addition, there is limited overlap between the
largest shareholders and borrowers, mitigating the risk that a large negative shock would affect both simultaneously. We believe that in
the very unlikely scenario of the IFC being unable to service its debt, shareholders' willingness and capacity to provide financial support
would be very high.
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ESG considerations
INTERNATIONAL FINANCE CORPORATION's ESG Credit Impact Score is Positive CIS-1
Exhibit 3

ESG Credit Impact Score

Source: Moody's Investors Service

The IFC's credit impact score is positive (CIS-1), reflecting neutral to low environmental exposures and benefits to the credit profile
from social and governance considerations. Furthermore, resilience is supported by the particular importance assigned to the entity by
large members, including the US.
Exhibit 4

ESG Issuer Profile Scores

Source: Moody's Investors Service

Environmental
The IFC's environmental issuer profile score is neutral to low (E-2). The IFC is among the few global MDBs with a very diversified
portfolio, mitigating indirect exposure through operations in countries with heightened environmental risks.
Social
The IFC's positive social issuer profile score (S-1) reflects strengths in the area of responsible production as well as benefits from
demographic & societal trends. The IFC supports private enterprises in emerging economies, often acting as anchor investor or
lender and crowding in additional private capital. The IFC extensively uses public consultation processes to ensure buy-in from key
stakeholders, and has outstanding community and stakeholder outreach. The IFC does not face any issues attracting highly skilled
personnel and there are no health & safety considerations that would negatively or positively affect the issuer profile.
Governance
The IFC's positive governance issuer profile score (G-1) reflects its very strong risk management and strong management credibility and
track record. The IFC is among the group of MDBs that are developing best in class reporting, disclosure standards and a framework for
full alignment with the Paris Agreement.
ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on Moodys.com. In order to view the
latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.
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All of these considerations are further discussed in the “Detailed credit considerations” section above. Our approach to ESG is
explained in our cross-sector methodology General Principles for Assessing ESG Risks. Additional information about our rating
approach is provided in our Supranational Rating Methodology.

Recent developments
Strong recovery in equity markets underpins solid financial results
In the last financial year - which ended on 30 June 2021 - the IFC's financial results have again been heavily influenced by the volatility
in emerging equity markets and resulting valuation changes. IFC's net income was $4.2 billion, by far the highest over the past decade,
and compared to a net loss of $1.67 billion a year earlier. The much higher profitability was driven by the rebound in equity valuations
in the months following the initial shock from the coronavirus pandemic (see Exhibit 5). In addition, the IFC benefitted from the
writing-back of provisions to the tune of $200 million, as the credit quality of its loan portfolio improved.
Exhibit 5

Rebound in equity valuations drives rise in net income
$ billion
Income from LGDs
Provisions

Income from treasury assets
Operating and other expenses

Income/loss from equity
Net income/loss

Borrowing charges
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Note: Expenses include grants to IDA up to FY2018 and income/losses from non-controlling interest. Underlying profits include income/loss from loans, guarantees, debt securities and
liquid (treasury) assets.
Source: IFC, Moody's Investors Service

The corporation's capital position has remained broadly stable, with its leverage ratio - as defined by the IFC - standing at 2.1 times,
well within the policy limit of 4 times. Liquidity was also comfortably above the internal limits, with IFC's cash and liquid assets balance
at 114% of projected net cash needs over the coming three years; the internal limit is 45%.
The IFC works with an economic capital adequacy framework; its available capital of $30.7 billion is also well above the required capital
of $20.5 billion, leaving the corporation with significant headroom for its operations.
Capital increase is progressing
In April 2018, shareholders agreed to a substantial capital increase for the IFC, which is in the process of being implemented. As of June
2021, 62 shareholders have subscribed a total of $3.2bn of the selective and general capital increase that will provide up to $5.5 billion
in additional paid-in capital over the coming years. Payment of slightly below $1.2 billion has been received from 40 countries. As part
of the capital increase package, it was also agreed to suspend designations to the International Development Association (IDA, Aaa
stable) until at least FY2030. Separately, grants to IDA from already agreed designations are only made if certain thresholds are met,
including IFC's net income being positive (and in excess of the designation amount) through Q3 of the fiscal year. The IFC has a capital
base that includes $20.8 billion in paid-in capital and $11.6 billion in retained earnings as of June 2021.
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Rating methodology and scorecard factors
Rating factor grid - International Finance Corporation

Initial score
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a1

Trend
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0
+1

Development asset credit quality (10%)

Trend

Trend
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0
baa1
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0
0
aaa

Liquid resources (10%)

Trend in coverage outflow
Access to extraordinary liquidity

a3

baa

Factor 2: Liquidity and funding (50%)

Availability of liquid resources

a3

baa

Asset performance (20%)
Non-performing assets

Assigned score

aa3

Leverage ratio

DACQ assessment

Adjusted score
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0
0

Quality of funding (40%)
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Preliminary intrinsic financial strength
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Operating environment
Quality of management

aaa

1
0
+1

Adjusted intrinsic financial strength

aa2

Factor 3: Strength of member support (+3,+2,+1,0)

Medium

Ability to support - weighted average shareholder rating (50%)
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baa2

Willingness to support (50%)
Contractual support (25%)
Strong enforcement mechanism
Payment enhancements
Non-contractual support (25%)
Scorecard-Indicated Outcome Range
Rating Assigned

ca

ca

0
0
Very High
Aaa-Aa2
Aaa

Note: Our ratings are forward-looking and reflect our expectations for future financial and operating performance. However, historical results are helpful in understanding patterns and trends of an issuer’s performance
as well as for peer comparisons. Additional considerations that may not be captured when historical metrics are used in the scorecard may be reflected in differences between the adjusted and assigned factor scores.
Furthermore, in our ratings we often incorporate directional views of risks and mitigants in a qualitative way. For more information please see our Multilateral Development Banks and Other Supranational Entities rating
methodology.

Source: Moody's Investors Service
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Moody's related publications
» Issuer In-Depth: International Finance Corporation (IFC) – Aaa stable: Annual credit analysis, 30 November 2021
» Rating Methodology: Multilateral Development Banks and Other Supranational Entities, 28 October 2020
To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this report and that more recent reports may be available. All
research may not be available to all clients.
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