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Practices of IFAD and other IFls

IDA/IBRD

IFAD

AsDF/AsDB

AfDF/AfDB

IADB

Public disclosure

Country classification by eligibility to
source of financing (IDA or/and
IBRD), by income revenue category,
by lending terms.

Creditworthiness disclosed via a link
to IMF website.

No

Country Performance rating- Yes
Country Creditworthiness and credit
ratings-not publicly available

Country Performance rating- Yes
Country Creditworthiness and credit
ratings-Yes

No

Frequency and timing
of transition

Countries remain on blend terms for 2
replenishment cycles on average.
Graduation process triggered when
GNI threshold exceeded for at least 2
of 3 consecutive years.

Financing terms applied
each year, 6 months
after changes made by
WB on July 1st

Review along with AsDF replenishment.
Before replenishment period begins, ADB
consults with donors on volume. Debt
distress classification reviewed annually.
Transition from AsDF to AsDB-normal
process 4 years

Full graduation beyond AsDB-normal
process 5 years after crossing GNI
thresholds.

Gradual phasing between AfDF and
AfDB resources. For each country
changing credit status, a transition
programme is drawn up, defining
modalities of support and AfDB role,
length of transition and financing mix
during that period. Normally 2-5 years
after country has met both GNI and
Creditworthiness criteria.

No specific period.
Transition supported
by a lending blending
mechanism to ensure
smooth reduction in
concessionality rather
than an abrupt
change.

Frequency and timing
of reversal

Yes-Annually

Yes- Annually

Yes-Annually

Yes- Annually plus consideration to
access to specific financing related to
fragility

Yes-to date no
countries have
"reverse-graduated"

Acceleration of
graduation

Yes based on a discussion at country
level

No

Yes based on a discussion at country level

Yes. Incentives for voluntary
acceleration of graduation are offered

N/A

* Ordinary capital resources which considers AsDB concessional core resources
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Estimate of related financial implications

1. The starting point, or base scenario for this analysis has been based on the final
scenario for IFAD resources approved in the IFAD11 Consultation, as shown below:

Millions of United States dollars

Contributions 1200
Borrowing 430
Borrowing/Contributions 36%
PoLG 3500
Grant 227 6.5%
DSF 586 16.7%
Highly Concessional 1342 38.3%
Total Concessional 2155 61.6%
Blend 543 15.5%
Ordinary 802 22.9%
Liquidity ratio* 62.5%

* Minimum liquidity requirement (or MLR) is 60 per cent of the total of annual gross disbursements (cash outflows) and
potential additional requirements due to liquidity shocks.

2. In order to quantify realistically the transition impact of a loan, an example was
taken for the following countries, that are expected to change to less concessional
terms (from highly concessional to blend terms), together with their related
potential (not confirmed) PBAS for the IFAD11 period, as follows:

Planned
Current IFAD 11 IFAD 11 IFAD 11 PBAS IFAD
Financing Financing Terms Financing Financing Terms 11 (US$
Country terms Y1 Terms Y2 Y3 million)
33% blend-67% 50% blend- 67% blend-33%
Cameroon HC HC 50% HC HC 43.8
33% blend-67% 50% blend- 67% blend-33%
Ghana HC HC 50% HC HC 36.9
33% blend-67% 50% blend- 67% blend-33%
Kenya HC HC 50% HC HC 52.4
. 33% blend-67% 50% blend- 67% blend-33%
Zambia HC HC 50% HC HC 34.7
33% blend-67% 50% blend- 67% blend-33%
Bangladesh HC HC 50% HC HC 127.7
3. Four scenarios were run based on the information above:

(a) Current practice: at year 1, 100% of the five countries’ allocation is moved to
blend terms at once (not reproduced for Y2 and Y3 for simplicity)

(b) Proposed transition: at year 1, 33.3% of the five countries’ allocation is
moved to blend terms (66.7% stays at highly concessional terms)

(c) Proposed transition: at year 2, 50% of the five countries’ allocation is moved
to blend terms (50% stays at highly concessional terms)

(d) Proposed transition: at year 3, 66.7% of the five countries’ allocation is
moved to blend terms (33.3% stays at highly concessional terms)

4. Simulation of the transition in each of the above scenarios was achieved by
changing the PBAS percentages for the specific year (1, 2 or 3). Specifically, a
portion of the total balances for the five countries approved at HC terms was
re-allocated to blend terms (100% for scenario a., 33.3% for scenario b., 50% for
scenario c., and 66.7% for scenario d.). Original PBAS percentages (i.e. from base
case) were re-instated the following year.
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5. The EOY liquidity for the years 2019-2066 for each scenario was then compared to
the base case liquidity, to calculate the extent of any deviation as a proxy for the
magnitude of impact.

6. The results that were obtained are shown in the two charts below:

Cumulative EOY Liquidity
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Table 2
Change in Net EQY Liquidity versus Base Case (US$ million and %) - HC to Blend terms
2063 2064 2065 2066
Amount Amount Amount Amount
Year (US$ million) % (US $ million) % (US $ million) % (US$ million) %
Base Case 69 994 72 965 75978 79 007
Current Y1 100 to B* 71092 1.60% 74 063 1.50% 77076 1.40% 80106 1.40%
TFY133toB 70356  0.50% 73 327 0.50% 76 340 0.50% 79370 0.50%
TFY250toB 70554  0.80% 73 525 0.80% 76 538 0.70% 79567 0.70%
TFY367toB 70 759 1.10% 73 730 1.00% 76 743  1.00% 79772 1.00%

* Current Y1 100 to B: current practice, at year 1, 100% of the five countries’ allocation is moved from highly concessional to
blend terms at once, TF Y1 33 to B: proposed transition: at year 1, 33.3% of the five countries’ allocation is moved from highly
concessional to blend terms, TF Y2 50 to B: proposed transition: at year 2, 50% of the five countries’ allocation is moved from
highly concessional to blend terms, TF Y3 67 to B: proposed transition: at year 3, 66.7% of the five countries’ allocation is

moved from highly concessional to blend terms.

7. As a conclusion, the impact on overall liquidity for any of the scenarios is negligible.
This result was to be expected considering the small total projected PBAS allocation
for the five countries that are in transition over the total allocation for the same
replenishment period (i.e. US$ 295.4 million/US$ 3,500 million).

8. The results also clearly show that a smoother transition is achieved with the
proposed phased approach, as all lines representing the Y1, Y2 and Y3 scenarios lie
between the current practice scenario (top red line) and the base case (bottom

blue line).

9. In fact, an immediate transition from highly concessional terms to blend terms as
per current practice, is depicted by a sharp increase in liquidity (top red line), due
to the direct application of less concessional terms for the borrowers, which
generates increased cash inflows for IFAD. On the other hand, a smoother change
of lending terms, as proposed in the transition approach, generates less cash
inflows for IFAD in any of the years at the start of phasing in the less concessional

terms.
10.

lending terms from blend to ordinary.

Similar results are achieved when running the same scenarios but changing the
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— Cumulative EOY Liquidity - Blend to Ordinary
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-Cr:it;r?g?)e in Net EOY Liquidity versus Base Case (US$ million and %) - blend to ordinary terms
2063 2064 2065 2066
Amount Amount Amount Amount
Year (US$ million) % (US$ million) % (US$ million) % (US$ million) %
Base Case 69 994 72 965 75978 79 007
Current Y1 100 to O* 70595 0.90% 73578 0.80% 76 603 0.80% 79 645 0.80%
TFY133to O 70195 0.30% 73170 0.30% 76 187 0.30% 79221 0.30%
TFY250to O 70301 0.40% 73278 0.40% 76 297 0.40% 79333 0.40%
TFY367t00 70406 0.60% 73385 0.60% 76 406 0.60% 79 444  0.60%

* Current Y1 100 to O: current practice, at year 1, 100% of the five countries’ allocation is moved from blend to ordinary terms
at once, TF Y1 33 to O: proposed transition: at year 1, 33.3% of the five countries’ allocation is moved from blend to ordinary
terms, TF Y2 50 to O: proposed transition: at year 2, 50% of the five countries’ allocation is moved from blend to ordinary
terms, TF Y3 67 to O: proposed transition: at year 3, 66.7% of the five countries’ allocation is moved from blend to ordinary

terms.



