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Introduction

The IFAD Investment Policy Statement (IPS) is reviewed annually by Management.
This particular review placed emphasis on ensuring that the Fund’s policies are
aligned with the requirements of the credit rating agencies.

Changes to the IPS

Three important changes were made with respect to credit and counterparty risk.

(i) Previously all investments needed to carry an investment grade rating by at
least one rating agency (S&P, Moody’s and Fitch). In line with practices
observed at other international financial institutions (IFIs), this has been
increased to two agencies (table 1, para. 35).

(i) The share of fixed-income investments in IFAD’s investment portfolio that
have a rating category of AA- (or equivalent) and above should be at least
60 per cent (para. 36).

(iii) Operational cash counterparties below investment grade are allowed,
provided that these counterparties are used for payments and petty cash
purposes and not used to handle large cash balances. The IPS requires a
strict ceiling on the cash balances of any such counterparties (para. 38).

The changes not only bring IFAD’s IPS more in line with those of other IFI liquidity
management operations but also further strengthen the credit quality of the
investment portfolio. They also introduce a more robust procedure for managing
operational cash counterparty exposure.



