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Incentive to use
guarantees Ax
instead of loans
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WB Guarantee

Commercial Loan

Benefits of the Combination with a MIGA Second-Loss Guarantee
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v' High leverage of country allocation
v" Very competitive all-in pricing due to:

v" Almost full wrap at 95% leading
to significant capital relief

v" Reduced MIGA pricing as
second-loss guarantor

v Joint approvals for streamlined
processing




Significant Pricing Compression Achieved by the Combination

PBG

EUR 400 mIn Cote d'Ivoire
Debt-for-Development Swap

IBRD Policy-Based Guarantee
Only

EUR 433 min Cote d'Ilvoire Sustainability-Linked Loan

IBRD Policy-Based Guarantee + MIGA Non-Honoring of
Sovereign Financial Obligations

Percentage of total loan cash flows
(principal and interest) covered

World Bank
First Loss
37%

Uncovered
63%

All-in interest rate: 6.0%

Before Reinsurance After Reinsurance*

Uncovered Uncovered
5% 5%

MIGA reinsures
World Bank most of its exposure World Bank

—

First Loss
37%

First Loss Commercial
37% Reinsurers

MIGA
Second Loss
58%

41%

All-in interest rate’ <4.5%
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PBG+ Has Consistently Delivered Large Savings for Sovereigns

Pricing Compression Achieved by PBG+

B Sovereign Spread
600bps
P m PBG+ All-in Margin (incl. WB & MIGA fees)

500bps
500bps 470bps

400bps

300bps

200bps

100bps

Obps

Cote d'lvoire Panama Rwanda
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Criteria for PBG+

IBRD/IDA Policy-Based Guarantee MIGA Second-Loss

A A

/DA Countries IBRD Countries

Adequate macroeconomic Adequate macroeconomic
B- minimum credit rating
framework framework

Two conditions for B- Countries:
- Financing used for D4D or LMO

Low or moderate risk of
debt distress (IMF/WB)

- Minimum 60% First Loss from IBRD/IDA (PBG)
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Concept Of Debt-for-Development Swap
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WBG Credit
Enhancement +
Commercial Loan
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Prepay Expensive Debt
with Cheaper Debt
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@ THE WORLD BANK
Portion of Savings

Reinvested in WB
Development Project

In Céte D'Ivoire and Angola, the savings would be channeled towards World Bank projects in
the Education sector, specifically towards building more schools
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Debt-for-Development Swap: The Cote D'lvoire Example
> Part 1

1. Policy-based guarantee

3. Debt buyback

Cote d'lvoire uses funds from this new
The World Bank Group provides a loan to buy back about €370 million of

€500 M“_I_Iﬂ policy-based guarantee its existing higher-cost debt.
to Cote d'lvoire.

4, Debt service savings

2. Guaranteed commercial loan

Lower interest rates and extended loan
Using free up about €330 million in budget

€240 MILLION il

of this guarantee, Cote d'lvoire secures Esﬂ Ml LLI UN in net present
aloan from a commercial bank. value terms.

7. Implementation and monitoring

Cote d'Ivoire uses the savings to build more than

30 SCHOOLS

and tracks progress to meet the goals.

Cote d'lvoire commits to investing ) . About

€40 MILLION &5nsmctionsrechooss. 15, = A 30,000 STUDENTS

are expected to benefit from this investment

=
.
=5
=
=
=

The e country’s fiscal space

Evidence of improved results in the education sector with more schools
built is required for disbursement of the World Bank loan.
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