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Executive summary  

1. IFAD has implemented asset and liability management practices based on robust 

tools for data analysis, metric calculation and reporting of results.  

2. The report highlights IFAD’s exposure to interest rate risk, currency risk and 

liquidity risk as at 31 December 2022.  

3. Main highlights: 

(a) Liquidity risk:  

(i) Liquidity ratios were in compliance with the related policy limits: 

- Minimum liquidity ratio of 118 per cent (minimum 100 per cent); 

- Liquidity ratio of 14 per cent (minimum 5 per cent); 

- Debt-service coverage ratio of 11 per cent (maximum 50 per 

cent); and 

- 12-month Standard & Poor’s liquidity ratio of 1.3 (>1). 

(ii) The residual life of ordinary term loans largely matches that of 

borrowing. 

(iii) Bullet maturities1 of private placements generate some exposure to 

refinancing risk in the long term (7 and 10 years).  

(b) Interest and currency risks: 

(i) Interest rate and currency risks are driven mainly by IFAD’s core 

concessional portfolio, which is concentrated in long-term fixed rate 

loans denominated in special drawing rights funded primarily by equity. 

(ii) The debt-funded portion of the balance sheet remains relatively well 

matched in terms of currency risk.  

(iii) IFAD’s balance sheet is long on United States dollar assets, with a 

gap of US$1 billion between assets and liabilities. 

                                           
1 A single repayment of principal on the borrowing’s maturity date. 
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I. Implementation of the IFAD Asset and Liability 
Management Framework  

1. The IFAD Asset and Liability Management Framework was approved by the 

Executive Board in December 2019.2 Since then, Management has been working on 

implementation of the framework, including the enhancement of data quality, 

methodology, calculation tools and framework governance.  

2. The Office of Enterprise Risk Management (RMO) has presented periodic reports to 

update the Executive Board on the operationalization of the framework, including 

an assessment of IFAD’s balance sheet exposure to certain risks. The reports have 

also provided recommendations for further improvements such as periodic reporting 

on a full suite of asset and liability management (ALM) metrics by the Treasury 

Services Division (TRE). 

3. As the first line of defence responsible for financial risk assessment and 

management, TRE has strengthened its capabilities to assess and measure risks 

stemming from any mismatch between assets and liabilities on IFAD’s balance 

sheet. 

4. TRE has developed a robust in-house tool for the measurement of key ALM metrics 

and indicators as prescribed in the ALM framework and now produces a semi-

annual report to better identify and quantify exposure to liquidity, interest rate and 

currency risks (see annex I for a summary of ALM risks and related metrics 

prescribed by IFAD policy documents). 

5. This report provides a quantification of IFAD's key balance sheet risks.  

II. IFAD’s balance sheet 

6. IFAD’s balance sheet has been growing in complexity over the last 10 years, mainly 

due to the evolution of its capital structure. While the Fund’s assets are mainly 

funded by equity, leverage has been growing steadily since its introduction in the 

Ninth Replenishment of IFAD’s Resources period. 

7. Given IFAD’s focus on concessional lending and replenishment-driven structure, as 

illustrated in chart 1 in appendix I, the main characteristics of IFAD’s balance sheet 

are:  

(a) Assets: 

(i) 79 per cent of assets are comprised of loans, of which 79 per cent are 

on highly concessional terms (62 per cent of IFAD total assets); 

(ii) 14 per cent of assets are represented by the liquidity portfolio; and 

(iii) The remaining 7 per cent relates to other assets (contribution 

receivables, fixed or right-of-use assets and other receivables). 

(b) Debt and equity: 

(i) Equity and concessional partner loans (CPLs) fund 80 per cent of the 

balance sheet; 

(ii) Outstanding borrowing represents 19 per cent of liabilities, of which 

90 per cent is non-concessional debt (private placements and sovereign 

borrowing loans); and 

(iii) The remaining 3 per cent relates to other liabilities (mainly payables and 

deferred revenues).  

                                           
2 EB 2019/128/R.46. 
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III. Liquidity risk 
8. IFAD minimizes liquidity risk by holding sufficient liquid assets to enable it to meet 

cash outflow requirements in a timely manner and ensure compliance with the 

minimum liquidity requirement (MLR) and other financial ratios, without having to 

resort to requests for additional funding from Member States.  

9. As at 31 December 2022, IFAD’s liquidity after application of liquidity haircut 

(stressed liquidity) over the MLR was 118 per cent, which was in compliance with 

IFAD’s Liquidity Policy.3  

10. Liquidity ratios of credit rating agencies are also monitored as a complementary tool 

for liquidity management. The Standard and Poor’s (S&P) liquidity ratio stood at 1.3 

for 12 months and 2.7 for six months,4 which is considered strong by S&P (see 

table 1 in appendix II for a summary of key liquidity metrics). 

11. IFAD’s undisbursed balance is comprised of cumulative approved, but not yet 

disbursed, loans and grants. The undisbursed balance stood at US$4.4 billion as of 

the report date. Any maturity mismatch between debt and loan assets funded by 

debt increases liquidity and refinancing risks. Maturity gap analysis monitors the 

alignment between the average tenor of debt and loans to identify refinancing risk 

and funding gaps.  

12. Charts 2 in appendix I show the repayment profile of the debt stock and its 

repayment concentration. The bullet maturities of private placements are visible in 

2029 and 2037. Specifically, the debt repayment due in 2029 is 9 per cent of the 

total future debt principal and interest repayments  

13. Charts 3 in appendix I show that more than 90 per cent of borrowing has maturities 

of less than 20 years and 76 per cent has a floating interest rate, broadly aligned to 

the terms of ordinary loans. 

14. One of the pillars of the Integrated Borrowing Framework is that proceeds from 

borrowing must be used to finance IFAD’s loan assets at the prevailing pricing 

conditions, ensuring no subsidy from IFAD’s own resources.  

15. This condition is met when the average cost of funding is the same or lower than 

the all-in interest rate charged on loan assets that are financed by borrowing.5 As at 

31 December 2022, this was the case, as the weighted-average spread differential 

between ordinary term loans and borrowing was positive for both United States 

dollars (37 bps) and euros (56 bps), as shown in table 2 in appendix II. 

16. The residual life of ordinary term loans is slightly shorter than the residual life of 

borrowing (excluding debt at concessional terms).6  

17. Table 3 in appendix II shows the maturity bucket by borrowing and confirms that 

borrowing is mainly matched to debt-funded assets (ordinary term loans) for the 

maturity buckets up to five years. In longer tenor buckets, however, bullet 

maturities of private placements in 2029 and 2037 widen the gap, generating 

exposure to refinancing risk in the long term.  

                                           
3 EB 2020/131(R)/R.20. 
4 Ratios calculated by TRE based on S&P methodology. Official ratios will be published by S&P later this year. 
5 Management has proposed to update its ordinary loan pricing methodology with a funding cost pass-through (FCPT) 
mechanism to pass on IFAD’s cost of funding to borrowers when pricing ordinary loans. The FCPT mechanism was 
approved by the Executive Board in May 2023. 
6 Contractual maturity is the period from the issue date to the redemption date. Residual maturity is the period from the 
reference date (31 December 2022 for this report) to the redemption date. 
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IV. Interest rate risk 
18. IFAD’s interest rate risk management objective is to reduce the risk of loss resulting 

from a mismatch of duration7 between assets (investment portfolio8 and loan 

portfolio) and liabilities (borrowing). 

19. The current approach to interest rate risk management is based on the following 

principles: 

(a) Regular grants and grants for countries in debt distress are financed by 

contributions. 

(b) Fixed-rate loan assets (highly/super highly concessional and blend term 

loans) are financed by equity and by fixed-rate liabilities at concessional 

terms, i.e. CPLs. 

(c) Ordinary term loans are funded by non-concessional debt.  

20. IFAD's balance sheet has a positive duration gap of 6.1 years with an economic 

value of equity (EVE) of US$7.2 billion (chart 4 in appendix I and table 4a in 

appendix II). This means that if interest rates go up, the value of assets will 

decrease more than the value of liabilities. 

21. It is important to note that the interest rate risk is driven by loan assets funded by 

equity (table 4b, appendix II), while for assets funded by borrowing the duration 

gap is negligible (table 4c, appendix II). This is because the majority of assets are 

long-dated, fixed-rate loans (mainly on highly concessional and blend terms) that 

are more sensitive to changes in interest rates because of their long duration. The 

small duration gap for the balance sheet funded by debt is mainly due to two 

concessional and fixed-rate sovereign loans from Canada totalling US$340 million, 

similar to CPLs and not swapped to floating rate. 

22. The potential impact of stressed scenarios for interest rate changes on IFAD equity 

was simulated through a sensitivity analysis of EVE, which included an increase 

(steepening) or decrease (flattening) in the baseline forward curve slope by 2.5 

times. 

23. One of these scenarios considers a 100 basis point (or 1 per cent) increase in global 

interest rates, and would reduce IFAD's EVE by US$419 million, while a decrease by 

100 basis points would increase EVE by US$478 million (table 5, appendix II).  

24. An increase in the interest rate of 300 basis points would impact IFAD’s EVE 

negatively by US$1.1 billion. Conversely, a decrease of 300 basis points in the 

interest rate would increase IFAD's EVE by US$1.5 billion (table 5, appendix II). 

25. With regards to repricing gap analysis (see tables 5a and 5b in appendix II), IFAD 

had a positive gap for the first year of US$1.1 billion. This means that when rates 

rise, IFAD's revenues are likely to rise – this makes the IFAD balance sheet asset-

sensitive to changes in interest rates. The main contributors to the positive gap are 

the liquidity and investment portfolio and ordinary loans, partially offset by the 

repricing of borrowing.  

26. The sensitivity analysis of net interest income shows that, overall, an increase 

(decrease) in the interest rate by 100 basis points would generate an additional 

US$9 million in income (US$8 million in expenses). 

                                           
7 Duration represents the weighted average time to repricing of an asset or liability, where the weights are discounted 
cash flows. The duration gap is the difference between the duration of assets, weighted by United States dollar value of 
assets, and the duration of liabilities, weighted by United States dollar value of liabilities.  
8 The portfolio’s conditional value at risk was 0.82 per cent, within the risk tolerance level of 3 per cent defined in the 
Investment Policy Statement. The portfolio duration was 0.20 years and the dollar duration (DV01) was US$33,160 
(EB 2023/138/R.21). 
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27. For the debt-funded part of the balance sheet, the net interest income impact of 

such a change would be US$3 million of income (US$3 million loss), therefore 

showing a lower sensitivity to the change in interest rates due to the lower repricing 

gap between debt and debt-funded assets.  

V. Currency risk 
28. Currency risk arises from the potential for losses stemming from changes in foreign 

exchange rates. IFAD’s equity is exposed to foreign exchange risk to the extent 

that assets and liabilities are denominated in different currencies.  

29. As shown in table 6 in appendix II, IFAD’s balance sheet is still mainly denominated 

in special drawing rights (SDR), since the majority of outstanding loan assets are 

denominated in the SDR currency. For other currencies, assets and liabilities show 

some positive gaps for the euro (49 million), Japanese yen (58 million) and Chinese 

yuan renminbi (57 million), with the biggest gap for the United States dollar 

(992 million).  

30. Tables 6a and 6b in appendix II show that the main currency exposure is driven by 

SDR-denominated concessional loans funded by equity. 

31. While the undisbursed loan balances are denominated mainly in euros and United 

States dollars, most outstanding disbursed loans are denominated in SDR, mainly 

on highly concessional terms. This is the legacy of lending in SDR as the main 

denomination currency before IFAD’s single-currency lending became effective in 

2016, which allowed IFAD borrowers to denominate new financing in United States 

dollars or euros as an alternative to SDR.  

32. The current currency alignment approach requires cash flow analysis over the next 

24 months to ensure that IFAD has enough of each currency to fund the projected 

outflows in that currency. In case of a deficit for any currency above 10 per cent of 

total projected outflows, TRE puts in place a currency forward to hedge the 

exposure above the limit. Table 7 in appendix II shows the projected currency 

composition as at 31 December 2022. No currency gap outside of the 10 per cent 

threshold was observed. 

VI. Conclusions 
33. IFAD’s ALM has been implemented and reporting on balance sheet risk exposures 

by TRE has started. 

34. As IFAD’s assets and liabilities are expected to have a more diversified profile in the 

future, perfect matching will not always be possible.  

35. It is important to note that the structure of IFAD’s balance sheet will continue to 

reflect its mission to focus on long-dated, fixed-interest rate, highly concessional 

lending on the asset side, which are the main source of gaps for interest rate risk 

and currency risk. 

36. Based on the composition of the balance sheet as of the end of 2022, exposure to 

ALM risks was still relatively low and manageable. In line with best ALM practices, 

Management will actively monitor the evolution of IFAD’s balance sheet and report 

on any exposure semi-annually. 
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Asset and liability management metrics 

1. The ALM framework is structured around the following overarching principles: 

(a) To maintain sufficient liquidity to meet IFAD's obligations,  

i.e. disbursement obligations to IFAD’s clients and the servicing of IFAD’s 

outstanding debt; 

(b) To protect IFAD from fluctuations in interest rates in order to reduce 

volatility in earnings and preserve IFAD’s capital; and 

(c) To adequately manage the currency composition of its assets and 

liabilities to limit losses deriving from fluctuations or adverse reduction in the 

financing capacity of IFAD 

Table 1  
Summary of ALM risks and related metrics 

Risk exposure Risk definition Risk identification and assessment ALM metrics 

Liquidity 

Potential impact on credit 
strength and reputation 
due to inability to meet 
cash flow needs in a 
timely manner 

Maturity mismatch between assets 
and liabilities 

Mismatch between availability of 
sources and required uses of 
funds 

 Maturity gap 

 Liquidity gap 

 Liquidity ratios 

Interest rate 
Potential for loss due to 
adverse movements in 
interest rates 

Exposure and sensitivity of IFAD 
balance sheet to interest rate risk 

 Duration gap 

 Repricing gap 

 Net interest income 

 Economic value of 
equity 

Currency 
Potential for losses due 
to changes in foreign 
exchange rates 

Net currency position analysis for 
IFAD balance sheet 

 Currency gaps 

2. The metrics in table 1 (appendix II) are calculated by an ALM engine developed in 

house. Data input is gathered from financial market data providers, such as 

Bloomberg and the International Monetary Fund (IMF), as well as data output from 

IFAD’s financial model.  

3. This set-up achieves two main objectives:  

(a) It increases efficiency because of economies of scale, as the IFAD financial 

model projects cash flows of assets and liabilities required for ALM 

calculations; and 

(b) It ensures consistency of financial reporting across the different functions of 

liquidity forecast and planning and ALM, as the same data input and output 

are shared between the two models. 
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Key assumptions  

1. Cut-off date: 30 December 2022.  

2. All analysis based on IFAD-only balance sheet (excluding supplementary funds). 

3. Static ALM approach: only existing items and their projected cash flows were 

considered, i.e. no planned business, unless stated otherwise.  

4. Undisbursed loans and pledges without instruments of contribution or promissory 

notes were considered as off-balance sheet items. 

5. Discount curves were derived from overnight index swaps. Net present value was 

converted to United States dollars, as the reporting currency, using the spot rate as 

of the cut-off date.  

6. In the absence of a benchmark yield curve for SDR, the IMF approach was used – 

the currency value of the SDR is determined by summing the values in United 

States dollars based on market exchange rates of a weighted basket of major 

currencies (United States dollar, euro, Japanese yen, pound sterling and Chinese 

yuan renminbi). 

7. Interest rate indices: Secured Overnight Financing Rate (SOFR) for the United 

States dollar, Euro Interbank Offered Rate (EURIBOR) for the euro, Shanghai 

Interbank Offered Rate (SHIBOR) for the Chinese yuan renminbi, Tokyo Overnight 

Average Rate (TONAR) for the Japanese yen and Sterling Overnight Index Average 

(SONIA) for pound sterling (unless stated otherwise).9 

8. No amortization of equity was assumed. 

9. To generate interest on ordinary loans with floating interest rates, the zero-floor 

policy was considered (the pricing element linked to the variable spread on 

International Bank for Reconstruction and Development funding cost was projected 

as flat).  

10. The parallel shocks for the stress scenarios are equal for all forward rates curves, 

e.g. the 100 bps shock was the same for SOFR and six-month EURIBOR. 

11. The cash flows for IFAD loans take into account projected cancellations and 

disbursement caps. 

                                           
9 For pricing IFAD loans linked to a market-based variable reference rate, SOFR was used rather than six-month LIBOR 
as part of the transition to SOFR since April 2022 (EB 2021/134/INF.5). 

https://www.imf.org/external/np/fin/data/sdr_ir.aspx
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Chart 1 – IFAD schematic balance sheet  

As of December 31, 2022. All figures in US$ million10 

 

Footnotes: 

(*) Computed as residual from Total Debt (SBLs+PPs) - Ordinary Term Loans 

(**) Computed as residual of the Total Liquidity Portfolio - Liquidity Portfolio funded by Borrowing 

(***) Other loans consists of Hardened Term, Intermediate Term, Debt Settlement and Blend Loans 

(****) Other assets consists of Contribution and Other Receivables, Fixed and Intangible Assets, and Right-of-Use-Assets 

(*****) Other liabilities consists of Undisbursed Grants, Deferred Revenues, Payables, and other liabilities 

(******) Computed as Total Assets - Total Liabilities 

Source: IFAD TRE 

 

                                           
10 Figures for some minor balance sheet items presented throughout this report do not perfectly match the accounting 
information in IFAD-only financial statement due to assumptions used for financial projections that are different from 
accounting assumptions. 

Other assets****: 
$790 (8%)

Other loans***: $724 
(7%)

Highly concessional 
Loans:

$6,369 (62%)

Liquid. port.**: $599 
(6%)

Ordinary Term Loans: 
$956 (9%)

Liquid. port.*: $800 
(8%)

Equity******: $7,971 
(78%)

Other liabilities*****: 
$313 (3%)

CPL: $198 (2%)

Private Placements 
(PPs): $150 (1%)

Sovereign Borrowing 
Loans (SBLs):
$1,606 (16%)

Assets
$10,238

Liabilities + Equity 
$10,238
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Charts 2 – Maturity profile of debt stock and repayment concentration 

 

 

0

200 000 000

400 000 000

600 000 000

800 000 000

1 000 000 000

1 200 000 000

1 400 000 000

1 600 000 000

1 800 000 000

2 000 000 000

20232025202720292031203320352037203920412043204520472049205120532055205720592061

Sovereign Private placement CPL

Debt amortization profile
In USD 

0

20 000 000

40 000 000

60 000 000

80 000 000

100 000 000

120 000 000

140 000 000

160 000 000

180 000 000

200 000 000

2023 2025 2027 2029 2031 2033 2035 2037 2039 2041 2043 2045 2047 2049 2051 2053 2055 2057

Canada (SBL) Dai-Ichi Frontier Life (PP) Finland (CPL)

Folksam (PP) France (CPL) France (SBL)

Germany (SBL) India (CPL)

Debt repayment profile
In USD 



Appendix I  EB 2023/139/R.25 
AC 2023/169/R.9 

 

3 

 

 

Charts 3 – IFAD debt stock statistics  
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Charts 4 – Duration gap 
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Table 1 – Key liquidity metrics  

 
Metric Value  Limit 

IFAD Liquidity (USD million) 1 445 - 

IFAD stressed liquidity (USD million) 1 179 - 

Liquidity haircut (percent) 18.4 - 

Liquidity haircut (USD million) 266  

MLR11 (USD million) 997 - 

MLR ratio (percent) 118 100 

Liquidity ratio (percent) 14.5 >5 

Debt-service coverage ratio (percent) 10.5 <50 

S&P liquidity ratio (12 months) 1.3 >1 

 

Table 2 – Maturity gap and interest rate spread analysis by currency 

Ordinary Loans and Debt statistics: terms and spreads  
Floating rate instruments only. Weighted by outstanding amount 

Currency Remaining Tenor (years)         IR Spread (bps) 
  

Loans (c) Debt (d) Gap (c-d) Loans (e) Debt (f) Gap (e-f) 

EUR 6.9 8.2 −1.3 94.7 39.2 55.5 

USD 8.5 10.9 −2.4 107.5 70.6 36.8 

XDR 4.6 - 4.6 98 - 98 

Source: IFAD TRE 
Note 1: Excludes loans suspended, CPL debts and concessional fixed-rate loans from Canada. 
Includes Venezuela loan. 
Note 2: WA IR Spread are expressed on top of the benchmark rate (EUR: EURIBOR 6M; USD: 
SOFR; SDR: SDR weighted rate based on O/N SOFR, O/N TONA, O/N SONIA + applicable spread 
adjustment for O/N rates, EURIBOR 6m and SHIBOR 6M) 

 

Table 3 – Maturity gap by maturity bucket12 

   

                                           
11 The MLR is calculated as the sum of next 12-month disbursements (USD 920 million) and debt service (USD 77 
million). 
12 It includes all assets and liabilities projected cash flows, e.g., future accrued interests and operating expenses, slotted 
in maturity buckets at their present value.  
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Table 4.a – Duration gap and EVE of IFAD balance sheet 

 
 

Table 4.b – Duration gap for equity funded balance sheet 

 

 

  



Appendix II  EB 2023/139/R.25 
AC 2023/169/R.9 

7 

Table 4.c – Duration gap for debt-funded balance sheet 

 

 

 

 

Table 5 – EVE sensitivities 
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Table 5.a - Repricing gap and net interest income sensitivity of IFAD balance 

sheet 

 

Table 5.b - Repricing gap and net interest income sensitivity of assets funded by 

borrowing 

 

Table 6 – Balance sheet net currency position 
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Table 6a. –Net currency position of assets funded by equity  
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Table 6.b – Net currency position of assets funded by borrowing 
 

 

 

 

Table 7 – 24-month cash flow currency alignment 

 

 

 

 

 

 


