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Overview

- IDB Invest has demonstrated a consistent track record of executing and consolidating its
expanded mandate and has strengthened its operational capabilities, risk practices, and
systems.

- The bank maintains robust capitalization and high liquidity, which we believe counterbalance
rising risks from COVID-19 in the region.

- We therefore raised our rating on IDB Invest to 'AA+' from 'AA'.

- The stable outlook reflects our view that over the next 24 months, IDB Invest will continue to
execute its mandate and achieve its lending and developmental targets.

Rating Action

On June 24, 2021, S&P Global Ratings raised its long-term issuer credit rating on IDB Invest to
'AA+' from 'AA'. The outlook is stable.

Rationale

The upgrade reflects IDB Invest's (legal name: Inter-American Investment Corp.) track record in
executing its expanded mandate under conservative financial risk structures and policies. The
bank has been implementing its business plan following approval of a 2015 reorganization and the
implementation of an expanded mandate to manage all private-sector lending within the
Inter-American Development Bank (IADB) group.

Five years after this widening of mandate, we believe IDB Invest has made progress and built a
consistent record that underpins a stronger enterprise risk profile. This includes a growing loan
book, including equity investments and debt securities, which rose by 71% in 2020 to $4.4 billion,
with a strong developmental focus as it shifts toward more corporate and infrastructure lending.

At the same time, IDB Invest has demonstrated its franchise value by becoming an important
partner in key projects in the region, mobilizing third-party co-investing alongside IDB Invest
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projects, which reached $2.3 billion in 2020. In addition, the bank has taken over the entire
management of the IADB's private-sector assets, and its assets under management totaled
US$16.1 billion as of year-end 2020 (including US$4 billion in third-party trust funds, including
treasury assets and B-loans). A key strength, in our view, is IDB Invest's ability to leverage the
resources and expertise of its sister organization, the IADB, which we believe supports the
successful execution of its mandate.

IDB Invest proved its role as a countercyclical lender by increasing lending capacity to $7 billion for
2020, which included an increase of $1.5 billion in trade finance operations and an additional $500
million from a new crisis mitigation facility. It managed to approve $6.8 billion in 2020, of which
$4.1 billion was in long-term approvals, whereas the rest was in trade and supply chain finance
operations.

Along with the increase in the lending portfolio, IDB Invest delivered on its 2020 performance
targets and institutional priorities. Financing for micro, small, and medium-size enterprises
exceeded the 2020 target of 30%, reaching 37.4% of total commitments. The bank also surpassed
the target for gender and diversity financing, which reached close to 30% of total commitments in
2020. About 37% of the financing went to climate change mitigation projects.

The increase in lending reduced IDB Invest's risk-adjusted capital (RAC) ratio to 35.2% as of
year-end 2020 from 55.8% as of year-end 2019. We expect continued expansion of the lending
book to decrease the RAC ratio further in the next few years, but it should remain above our
threshold for extremely strong capital adequacy. Nonperforming loans declined to 0.8% as of
year-end 2020 from 1.5% at year-end 2019. IDB Invest did not experience pressure on asset
quality during the COVID-19 pandemic, in part due to limited exposure to high-risk sectors such as
retail and tourism, combined with the fact that close to half of its exposure is to better-capitalized
financial institutions. The bank also has robust risk management oversight.

As of December 2020, IDB Invest had received 87.5% of paid-in capital from the first to fifth
installments for a total of US$1.1 billion. Three countries in significant financial distress are in
arrears totaling US$153 million on their capital payments to the bank. Two of these countries have
agreed to an updated installment plan and have already made payments according to the updated
payment schedule. Prepayments from other countries amounting to US$16.8 million, as well as
the first, second, and third capital transfers from the IADB for US$356.5 million, counterbalance
this stress, in our view.

As a fully specialized private-sector lender, IDB Invest does not benefit from preferred creditor
treatment (PCT), which we only apply to sovereign exposures. Consequently, we don't incorporate
PCT in our assessment of IDB Invest. However, there is a history of member governments affording
preferential treatment by not restricting borrowers' access to foreign exchange for debt service or
dividend payments to IDB Invest. We expect that as capital controls become more restrictive in
Argentina, the government will continue to allow IDB Invest borrowers access to foreign exchange.

IDB Invest has upgraded its operational capabilities, risk practices, and systems. It has expanded
the number of offices in regional member countries to 25, from 15 at the beginning of 2016. In
parallel, we believe the institution has strengthened its risk management with the implementation
of its financial risk management framework in December 2017 and, more recently, the internal
economic capital model to improve the allocation of capital and the pricing of its loan book.

Our 12-month and six-month liquidity coverage ratios using year-end 2020 data were 5.41x and
2.04x, respectively, signaling IDB Invest would be able to finance its expansion mandate, disburse
scheduled loans, and service its debt obligations without capital market access for at least one
year. In addition, we believe IDB Invest would have room to accelerate disbursements, as
measured by our stressed scenario, which takes into account 50% of all undisbursed loans,
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regardless of planned disbursement date, as if they were coming due in the next 12 months.

We assess IDB Invest's stand-alone credit profile as 'aa+', the same level as the long-term issuer
credit rating, given the bank does not benefit from extraordinary support in the form of callable
capital.

Outlook

The stable outlook reflects our view that over the next 24 months, IDB Invest will continue to
execute its mandate and achieve its lending and developmental targets, and that shareholders
will remain supportive through timely capital payments. We expect IDB Invest will manage its
private-sector portfolio conservatively and maintain asset quality. Similarly, we expect that its
capital position will remain extremely strong and that the institution will maintain robust liquidity
buffers.

Downside scenario

We could take a negative rating action if IDB Invest's financial metrics deteriorate markedly, for
example because of insufficient capitalization to absorb new exposures or because of rapid
buildup of large nonperforming assets. If IDB Invest's enterprise risk deteriorates, either through
weakening shareholder support or if its business consolidation experiences setbacks, we could
lower the rating.

Upside scenario

We could take a positive rating action if IDB Invest builds a record of conservative risk
management practices through the credit cycle that could compensate for some potential agency
risk in its shareholder structure. At the same time, if the bank's relevance and mandate
strengthen further, as evidenced by a larger balance sheet and additional capital increases, this
could prompt a positive rating action.

Ratings Score Snapshot

Issuer Credit Rating: AA+/Stable/A-1+

SACP: aa+

Enterprise Risk Profile: Strong

- Policy Importance: Strong

- Governance and Management: Adequate

Financial Risk Profile: Extremely Strong

- Capital Adequacy: Extremely Strong

- Funding and Liquidity: Strong

Extraordinary Support: 0

- Callable Capital: 0
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- Group Support: 0

Holistic Approach: 0

Related Criteria

- Criteria | Governments | General: Multilateral Lending Institutions And Other Supranational
Institutions Ratings Methodology, Dec. 14, 2018

- General Criteria: Methodology For National And Regional Scale Credit Ratings, June 25, 2018

- Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, July
20, 2017

- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Related Research

- Abridged Supranationals Interim Edition 2021: Comparative Data For Multilateral Lending
Institutions, May 11, 2021

- Supranationals Edition 2020: Comparative Data For Multilateral Lending Institutions, Oct. 20,
2020

- Supranationals Special Edition 2020 Says Multilateral Lenders Are Addressing Challenges
From COVID-19, Oct. 20, 2020

- Introduction To Supranationals Special Edition 2020, Oct. 19, 2020

- Can Multilateral Lenders' Capital Bases Hold Up Against COVID-19?, June 9, 2020

- How Multilateral Lending Institutions Are Responding To The COVID-19 Pandemic, June 9, 2020

- ESG Industry Report Card: Supranationals, Feb. 11, 2020

Ratings List

Upgraded; CreditWatch/Outlook Action; Ratings Affirmed

To From

IDB Invest

Issuer Credit Rating

Foreign Currency AA+/Stable/A-1+ AA/Positive/A-1+

Ratings Affirmed

IDB Invest

Issuer Credit Rating

CaVal (Mexico) National Scale mxAAA/Stable/--

Senior Unsecured mxAAA
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Commercial Paper A-1+

Upgraded

To From

IDB Invest

Senior Unsecured AA+ AA

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors,
have specific meanings ascribed to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further information. Complete ratings
information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search
box located in the left column.

www.spglobal.com/ratingsdirect June 24, 2021       5
THIS WAS PREPARED EXCLUSIVELY FOR USER DANIELLE FALCON.
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.

Research Update: IDB Invest Upgraded To 'AA+' On Execution Of Its Mandate; Outlook Stable



www.spglobal.com/ratingsdirect June 24, 2021       6
THIS WAS PREPARED EXCLUSIVELY FOR USER DANIELLE FALCON.
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.

Research Update: IDB Invest Upgraded To 'AA+' On Execution Of Its Mandate; Outlook Stable

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 (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 non-public 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 acknowledgment 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. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.

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 © 2021 by Standard & Poor’s Financial Services LLC. All rights reserved.


	Research:
	Overview
	Rating Action
	Rationale
	Outlook
	Downside scenario
	Upside scenario

	Ratings Score Snapshot
	Related Criteria
	Related Research
	Ratings List


