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Key Rating Drivers 

Intrinsic Credit Quality: Inter-American Investment Corporation’s (IDB Invest) intrinsic credit 

quality drives its 'AAA' IDR. IDB Invest’s solvency assessment of ‘aaa’, underpinned by its 

excellent capitalization and low  risk profile, and its liquidity assessment of ‘aaa’, result in an 

overall rating of ‘AAA’. Fitch Ratings’ assessment of IDB Invest’s operating environment as 

medium risk does not result in any adjustment to IDB Invest’s solvency assessment.  

Excellent Capitalization: Fitch assesses IDB Invest’s capitalization as excellent. IDB Invest 

has one of the highest equity/adjusted assets ratios among multilateral development banks 

(MDBs) rated ‘AAA’ by Fitch. Unlike most MDBs’, all IDB Invest’s capital is paid in. 

Capitalization w ill remain strong over the forecast horizon as IDB Invest expands its mandate to 

execute all private sector operations for the Inter-American Development Bank (IaDB) Group 

as part of its 10-year capitalization plan that started in 2016. 

Low Risks: IDB Invest’s overall risk is ‘low ’ as the bank’s ‘very low ’ concentration, equity and 

market risks, and its ‘excellent’ risk management policies offset the ‘moderate’ credit risks as 

reflected in the w eighted average rating of its credit portfolio. Fitch estimates the w eighted 

average rating of IDB Invest's loan portfolio at ‘BB-’ at end-2018. Loans past due by more than 

90 days accounted for 0.9% of gross loans at this same date.  

Excellent Risk Management: Fitch assesses IDB Invest’s risk management framew ork as 

‘excellent’. IDB Invest is not subject to banking regulations but abides by its ow n prudential 

framew ork. Management carefully monitors capital adequacy, liquidity and credit risk through 

conservative risk-management policies based on self -imposed prudential ratios and limits and 

consistently operates w ell w ithin these guidelines. Risk management policies have been 

updated and implemented to reflect internationally accepted standards for f inancial institutions. 

Excellent Liquidity: IDB Invest’s liquid assets/short-term debt ratio over the medium term w ill 

remain w ell above 150%, the threshold w ithin our criteria consistent w ith an 'excellent' 

assessment. The quality of treasury assets declined in 2018, w ith 66% of the portfolio rated at 

'AA-' or above compared to an average of 76.1% from 2015 to 2017. The bank's sound liquidity 

profile is also supported by its access to capital markets and alternative sources of liquidity. 

No Support: Support from shareholders is not a factor in the overall rating, in line w ith Fitch’s 

supranationals criteria, as the average rating of IDB Invest's key shareholders is ‘BBB’ and 

there is no callable capital. IDB Invest’s ‘AAA’ rating therefore purely reflects the bank’s intrinsic 

strengths. 

Rating Sensitivities 

Weaker Financial Profile: IDB Invest’s ratings could be dow ngraded due to a prolonged and 

signif icant decline in capitalisation related to asset losses, unbalanced grow th in operations, 

increased earnings volatility or failure to comply w ith paid-in capital contributions. A substantial 

decline in liquid assets/short-term debt coverage and a deterioration in the bank’s ability to 

access other sources of liquidity w ould also be negative for creditw orthiness. 

Loss of Preferred Creditor Treatment: A stress situation in a member country that 

signif icantly affects asset quality or results in transfer and convertibility restrictions w ould be 

negative for IDB Invest’s creditw orthiness. 

https://app.fitchconnect.com/search/research/article/PR_10062102
https://app.fitchconnect.com/search/research/article/PR_10062102
mailto:theresa.paiz@fitchratings.com
mailto:enrique.bernardez@fitchratings.com
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Related Criteria 
Supranationals Rating Criteria (May 2019)   

 

 

Business Environment 

IDB Invest w as established in 1986 to promote the economic development of its 26 Latin 

American and Caribbean member countries by f inancing private enterprise. Armed w ith initial 

capital of USD200 million, IDB Invest started lending and investing in the region in 1989, 

focusing on SMEs. IDB Invest, IaDB and the Multilateral Investment Fund constitute the IaDB 

group, w hich provided USD17.5 billion in total approvals to the region in 2018. 

To fulf il its goals, IDB Invest makes direct loans (most of its development portfolio) to 

corporations and f inancial institutions throughout the region. It also invests in local and regional 

private equity funds. It also provides technical assistance. The ongoing merge-out (see below ) 

w ill shift IDB Invest’s focus tow ard infrastructure, agriculture and energy projects. 

The operations of IaDB’s Structured and Corporate Finance Department and Opportunities for 

the Majority Department have been consolidated into IDB Invest under the resolution approved 

by the board of governors of IaDB and IDB Invest at the annual meeting in March 2015. The 

transfer of operational and administrative functions and non-financial resources related to 

IaDB’s private-sector activities w as completed on 1 January 2016. IaDB and IDB Invest have 

been cross-booking operations since this time and this w ill continue through 2022. IaDB is 

w inding dow n its private-sector assets. In Fitch’s view , the merge-out w ill be neutral for IDB 

Invest’s f inancial profile as it also incorporates a comprehensive capitalisation plan, and has 

strengthened its mandate in private-sector development and its importance to shareholders. 

The capitalisation plan is based on IDB Invest’s adequate capitalisation and w as designed to 

preserve the f inancial strength of the IaDB group. It includes a USD2.03 billion capital increase 

for IDB Invest, of w hich USD1.305 billion consists of new  contributions by IDB Invest member 

countries payable over a seven-year period beginning in 2016. Since 2018, the remaining 

USD725 million in capital has come from annual transfers from IaDB (on behalf of its members) 

to IDB Invest from the ordinary capital income of the bank, subject to annual approval by the 

IaDB board of governors.  

IDB Invest’s expanded mandate w ill allow  it to provide a full range of products and diversify its 

balance sheet. The proportion of lending to f inancial institutions declined to 41% of gross loans 

at end-December 2018, from 69% in 2016 and w ill continue to decline over the medium term. 

IDB Invest’s heightened strategic focus and goal of increasing its developmental impact in the 

private sector should increase the corporation’s importance to its member states. 

Fitch’s assessment of IDB Invest’s business environment assessment of  ‘medium risk’ results 

in no notching from either the solvency or the liquidity assessment. 

Business Profile 

Fitch considers IDB Invest’s business profile ‘medium risk’ due to the small, albeit rapidly 

expanding, size of its lending portfolio and exposure to the non-sovereign sector.  

 Fitch assesses the size of IDB Invest’s banking portfolio, including outstanding loans, 

equity participations, debt securities and guarantees, of USD1.8 billion at 31 December 

2018 as ‘high risk’. Increased capital contributions by member states w ill underpin grow th 

related to the consolidation of IaDB’s private sector activities and organic grow th over the 

medium term.  

 In line w ith its mandate, the IDB Invest extends all its loans to the private sector, w hich 

Fitch considers high risk as this segment has traditionally been riskier for MDBs. 

Nevertheless, member countries have historically accorded preferred-creditor treatment to 

IDB Invest. For a breakdow n of IDB Invest’s loan portfolio by economic sector and by 

country, see the charts in the left margin. 

  

Intrinsic Rating 
Assessment 
Indicativ e value Assessment 

Solvency aaa 

Liquidity aaa 
Business environment 0 notches  

Intrinsic rating aaa 

Source: Fitch Ratings 

https://app.fitchconnect.com/search/research/article/RPT_10074974
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 Equity participations are very low  at 3.7% of IDB Invest’s total banking exposure. Fitch 

view s this favourably, as these assets are typically more volatile. 

 IDB Invest’s projected grow th in lending is in line w ith expected new  capital contributions 

and internal capital generation, w hich w ill maintain its equity/adjusted assets ratio w ell 

above the 25% threshold for assessment as ‘excellent’. 

 Fitch view s IDB Invest’s quality of governance as ‘low  risk’, w hich compensates for the 

entity’s higher-risk private-sector business focus. The corporation’s governance standards 

are in line w ith those of larger regional MDBs, including its sister organisation, IaDB. IDB 

Invest is controlled by its board of governors, comprising representatives from its 45 

member countries as of December 2018. In April 2019 Slovenia and Croatia completed all 

requirements for membership and became new  members of IDB Invest, leading to a total 

of 47 shareholders at 30 June 2019. Only the board of governors may decide to admit new  

members, increase capital or liquidate the corporation. 

 Management of the corporation’s operations is delegated to the 13-member board of 

executive directors. This board comprises one representative from the US, three from the 

non-regional members and nine from regional member countries. The board appoints the 

general manager by a four-f if ths majority. A four-member executive committee is in charge 

of approving loans and investments, among other issues. In addition to its Washington DC 

headquarters, IDB Invest has off ices in 25 Latin American and Caribbean member 

countries. The local staff is mostly responsible for loan origination and supervision. 

Operating Environment 

Fitch assesses IDB Invest’s operating environment as ‘medium risk’ due to the low er average 

credit quality, medium political risk and w eaker business environments of its countries of 

operation. 

 Fitch view s the credit quality of the countries of operation as ‘high risk’ based on the 

average rating of IDB Invest’s regional member states of ‘BB-’ at 31 December 2018. 

 Fitch calculates average income per capita in IDB Invest’s 26 countries of operation at 

USD8,939. Based on the income classif ications published by the World Bank in November 

2018, 80% of the MDB’s countries of operation are upper-middle to high income. 

 In Fitch’s view , the political and business climate in the United States, w here IDB Invest’s 

headquarters is located, is ‘low  risk’. This is based on Fitch’s ow n assessment of political 

risk, w hich is addressed in its sovereign rating reports.  

 Fitch also factors in the medium political risk in the region in w hich IDB Invest operates. 

 The operational support provided by the authorities of IDB Invest’s member states is 

‘medium risk’. The strength of  preferred creditor status (PCS), w hich has been maintained 

through various f inancial crises in the region since IDB Invest’s inception in 1986, and the 

shareholders’ commitment to expand IDB Invest’s role in private-sector f inancing support 

this assessment.  

Solvency  

Fitch evaluates IDB Invest’s overall solvency as ‘aaa’. The corporation’s ‘excellent’ 

capitalisation and low  risks underpin this assessment. 

Capitalisation 

IDB Invest’s capital is ‘excellent’, underpinned by its high equity/adjusted assets ratio. The 

MDB’s equity/adjusted assets ratio has been maintained betw een 48% and 66%, averaging 

56.8% for the four years ending 2018. Capitalisation remains robust due to new  paid-in capital 

contributions and w ill remain a key credit strength relative to peers given the entity’s 

capitalisation plan, as noted above. 
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 IDB Invest has one of the highest equity/adjusted assets ratios among MDBs rated ‘AAA’ 

by Fitch at 56.7% at end-December 2018.  We expect this ratio to remain w ell above the 

threshold of 25% to be assessed as ‘excellent’ under our supranational criteria over the 

forecast period, even as the corporation expands its mandate to execute all private sector 

operations for the IaDB group given its capitalization plan.   

 IDB Invest does not have any callable capital. There have been minor delays in capital 

payments, although these have been offset by advance payments from other member 

states. At 30 June 2019, 68.6% of the total capital payments of Annex A had been 

received, totalling USD1,305 million. 

 We expect internal capital generation to remain positive over the forecast horizon, although 

somew hat volatile due to actuarial adjustments to IDB Invest’s pension plan. How ever, 

internal capital generation is w eak compared w ith other Fitch-rated supranationals. 

How ever, despite a ramping up of asset grow th, fresh capital contributions w ill keep IDB 

Invest’s ratios very high. 

Peer Comparison: Capital Ratios and Profitability 

 IDB Inv est (AAA) 

NADB 

 (AA) 

EBRD 

   (AAA) 

EIB          

(AAA) 

 End-2017 Projectionª End-2017 End-2017 End-2017 

Equity/adjusted assets (%) 66.1 57.3 29.6 27.5 12.4 

Net income/average equity 1.4 1.9 4.7 4.0 4.1 

ª Medium-term projections 
NADB – North American Development Bank; EBRD – European Bank for Reconstruction and Development; EIB – 
European Inv estment Bank 
Source: Fitch Ratings, MDBs 

 

Risks 

Fitch view s IDB Invest’s overall risk profile as ‘low ’, as its very low  concentration, equity and 

market risks combined w ith excellent risk management policies more than compensate for the 

moderate risk of the estimated average rating of IDB Invest’s loans and guarantees of ‘BB-’. 

Furthermore, the MDB’s past-due loans to gross loans ratio has remained at or below  1% 

during the period analysed. The main drivers of this assessment are below . 

 IDB Invest’s main risk is its lending portfolio, w hich Fitch view s as a moderate risk based 

on its average rating. According to Fitch’s estimate, the w eighted average rating of IDB 

Invest’s loan portfolio w as ‘BB-’ at end-2018, based on the agency’s ratings w here 

available and IDB Invest’s ratings on remaining exposures. Although not legally binding, 

member countries have historically accorded preferred-creditor treatment of private-sector 

debtors to IDB Invest. Furthermore, the MDB’s loan-loss reserves coverage remains 

strong, also supporting our current assessment. 

 Risks from loan impairments are low . IDB Invest’s past-due loans less than 90 days 

overdue/gross loans ratio tends to be higher and more volatile than at other MDBs given its 

private-sector focus, reaching 0.9% at end-2018. Historically, non-accrual loans have been 

kept manageable even though all lending is to the private sector.   

 Fitch assesses concentration risk by borrow er and country as ‘very low ’ relative to other 

regional MDBs, w ith IDB Invest’s f ive largest exposures accounting for 14.6% of its total 

exposures at end-2018, a material reduction from 21.4% at end-2017. How ever, although it 

has declined signif icantly in recent years, sector concentration remains high, w ith 41% of 

development-related investments extended to f inancial services. Low  concentration means 

IDB Invest’s lending portfolio is not as vulnerable to potential dow ngrades of individual 

exposures as those of its peers. 

 

Risks Assessment 
Indicativ e value Risk lev el 

Credit Moderate 

Concentration Very low 

Equity risk Very low 
Market risks Very low 

Risk mgmt policies Excellent 

Source: Fitch Ratings 
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 Equity risk is ‘very low ’ due to equity participations/total exposures of 3.7% and Fitch’s 

medium-term forecast of 3.1%. 

 Fitch assesses IDB Invest’s market risk as ‘very low ’. IDB Invest’s liquid asset portfolio is 

composed of government and agency obligations, time deposits, commercial paper and 

bank instruments, according to its credit risk and duration policies. All treasury assets in 

US dollars must be of high credit quality and have high liquidity. Derivatives counterparty 

risk is limited to instruments for f inancial risk management purposes. There w as no 

derivatives exposure at end-2018. 

 IDB Invest’s risk management policies are ‘excellent’. Management carefully monitors 

capital adequacy, liquidity and credit risk through conservative risk-management policies 

based on self -imposed prudential ratios and limits. Limits cover lending, borrow ing, liquidity 

and capitalisation. IDB Invest’s operations are consistently w ell w ithin its capital adequacy, 

lending, borrow ing and liquidity policy limits. 

Peer Comparison: Risks 

 IDB Inv est (AAA) 

NADB 

 (AA) 

EBRD 

   (AAA) 

EIB          

(AAA) 

 End-2017 Projectionª End-2017 End-2017 End-2017 

Estimated average rating of loans & 

guarantees 

B+ BB- BB- B+ A- 

Impaired loans/gross loans (%) 0.9 1.5 1.3 3.7 0.3. 

Five largest exposures/total loans (%) 21.4 18.6 29.5 9.4 16.4. 
Equity stakes/(loans + equity stakes) 

(%) 

4.8 3.1 0.0 17.1 1.2 

ª Medium-term projections  
Source: Fitch Ratings, MDBs 

 

Liquidity 

Fitch assesses IDB Invest’s liquidity at ‘aaa’, supported by its ‘excellent’ liquidity buffer and 

‘strong’ access to capital markets. 

Liquidity Buffer 

Fitch view s IDB Invest’s liquidity buffer as ‘excellent’. The liquid assets/short term debt ratio 

reached 305% at end-December 2018. This ratio w ill remain w ell above 150%, the threshold 

for being assessed as ‘excellent’, over the medium term. The bank’s internal liquidity coverage 

ratio reached 133%, the equivalent of 15 months’ coverage, at 30 September 2018. 

IDB Invest abides by conservative internal liquidity management policies, w hich require liquid 

assets to cover at least 100% of undisbursed commitments. 

Peer Comparison: Liquidity 

 IDB Inv est (AAA) 

NADB 

 (AA) 

EBRD 

   (AAA) 
EIB          

(AAA) 

 End-2017 Projectionª End-2017 End-2017 End-2017 

Liquid asset/short-term debt (%) 5,906.4 353.6 253.7 166.9 96.1 
Share of treasury assets rated 

‘AA-’ and above (%) 

68.8 70.0 72.9 52.1 58.7 

ª Medium-term projections 
Source: Fitch Ratings, MDBs 

  

 

 

Brazil
15%

Chile 
15%

Mexico
7%

Peru
4%

Source: Fitch Ratings, IDB Invest Audited 
Financial Statements

Development Related Assets 
by Country
(2018)

Argentina
10%

Colombia
7%

Uruguay
5%

Other 
Countries

37%

Energy
16%

Source: Fitch Ratings, IDB Invest Audited 
Financial Statements

Development Related Assets 
by Sector
(2018)

Financial 
institutions

41%

Telecom & IT
15%

Agrobusiness
14%

Manufacturing
5%

Other sectors
9%
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Quality of Treasury Assets 

Fitch view s the overall quality of IDB Invest’s liquid assets as ‘excellent’, as 70.7% of its 

treasury assets w ere rated ‘AA−’ and above at end-September 2018. Although this declined to 

66% at end-2018, Fitch projects this proportion to remain around the threshold of 70% over the 

medium term. According to IDB Invest’s policies, the minimum required rating for treasury 

assets is ‘A’, w hich is less conservative than at most ‘AAA’ rated peers. Nevertheless, the 

average rating of IDB Invest’s portfolio is typically higher than this minimum, reaching ‘AA-’ at 

end-2018.  

Access to Capital Markets and Alternative Sources of Liquidity 

IDB Invest has a diverse investor base and has reduced its funding costs over time. IDB Invest 

also has a committed credit line for USD169 million w ith the Inter-American Development Bank 

(IaDB, AAA/Stable). 

Shareholders’ Support 

No credit uplif t from support is needed to achieve an overall rating of ‘AAA’ given IDB Invest’s 

intrinsic rating of ‘aaa’, as extraordinary support from shareholders is w eaker than IDB Invest’s 

intrinsic rating. 

Peer Comparison: Shareholder Support 

 IDB Inv est (AAA) 

NADB 

 (AA) 

EBRD 

   (AAA) 

EIB          

(AAA) 

 End-2017 Projectionª End-2017 End-2017 End-2017 

Coverage of net debt by callable 

capital  

NC NC AAA AAA NC 

Average rating of key 

shareholders 

BBB+ BBB+ AA- AA- A+ 

Propensity to support  Strong Strong Weak Strong Strong 

a Medium-term projections.  
Source: Fitch Ratings, MDBs 

 

Capacity to Provide Extraordinary Support 

IDB Invest has no callable capital, so the support assessment is based on the average rating of 

key shareholders. The w eighted average rating of IDB Invest’s key shareholders w as ‘BBB’ at 

end-December 2018. The w eighted average rating of key shareholders w ill decline to ‘BB+’ 

after the dow ngrades of  Argentina (CCC, dow ngraded in August 2019) and Mexico 

(BBB/Stable, dow ngraded in June 2019). Nevertheless, as long as IDB Invest’s intrinsic 

strengths remain intact, this w ill not affect its ratings. 

Propensity to Provide Extraordinary Support 

Fitch view s the propensity of shareholders to provide extraordinary support as ‘strong’, but no 

notching has been applied for propensity to support. IDB Invest’s subscribed capital is held by 

45 member countries, w ith Argentina and Brazil (BB-/Stable at 31 December 2018) holding the 

largest shares at 11.5% each. Although the proportion of 'AAA' and 'AA' rated shareholders is 

low er than for other 'AAA' MDBs (26.9% of paid-in capital at December 2018), support has 

been demonstrated by continuous capital increases since 2000 and a high level of paid-in 

capital. 

In addition, the consolidation of the IaDB group’s operations at IDB Invest is evidence of the 

member countries’ commitment to IDB Invest. The corporation’s relationship w ith other IaDB 

Group entities, in terms of common shareholders and their boards of governors and directors, 

also demonstrates this commitment. 

Liquidity Assessment 

 

Indicativ e 

v alue 

Liquidity buffer Excellent 
Quality of treasury assets Excellent 

Access to cap markets and 
alternative 

 sources of l iquidity 

Strong 

Source: Fitch Ratings 
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