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Managing Financial Risks: Treasury Solutions

Four key financial risks that 
matter to debt managers:
1. Refinancing & Liquidity Risk
2. Interest Rate Risk
3. Exchange Rate Risk
4. Commodity prices and credit 

exposure

World Bank Treasury provides 
Financial tools and Instruments
Risk Management Framework
Strategic Advisory  

Real Life examples from the 
following countries where we 
freed up resources for 
development priorities rather 
than unexpected losses.

Colombia 
Mexico
Indonesia 
Romania 
Maldives 
Chile 

The Challenge
1

Our Approach
2

Outcome
3
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WBG’s Comprehensive Menu of Financial Solutions 
to Help Countries Manage Risk

Fluctuations in local currency 
value and exposure to 

foreign currency

CURRENCY 
RISK

Fluctuations in interest rates 
on borrowings

INTEREST RATE 
RISK

Interest Rate Conversions
Caps & Collars
Non-IBRD Hedges

Currency Swaps
Currency Conversions
Local Currency Financing
Non-IBRD Hedges

Lack of funds to meet 
immediate financial needs

LIQUIDITY
RISK

Contingent Financing 
(IPF DDO, DPF DDO, 
Cat DDO)

Adverse movements in 
commodity prices

COMMODITY PRICE 
RISK

Commodity Hedging 
Strategy
Loans with Embedded 
Commodity Swaps/Caps

Financial Solutions
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Integrated Financial Advisory
Capacity Building and Knowledge Sharing

Sustainable Finance & ESG Advisory

Financial Risk Management 
Capacity Building

Credit Ratings Capacity Building

Commodity Strategy Formulation

Assess fiscal and balance-sheet 
exposure to commodity price volatility.
Design of tailored commodity risk 
management and hedging strategies 
aligned with client objectives, as well as 
support on instrument selection, market 
access considerations, and 
implementation roadmaps.

Technical assistance in identifying 
and managing financial risks 
(interest rate, FX, commodity, 
liquidity).
Build frameworks, governance & 
hedging strategies.
Hands-on training for market 
execution readiness.

Support to integrate ESG 
considerations into financing strategies 
and debt management decisions.
Structuring and advisory on 
sustainable finance instruments, 
including sustainability-linked and 
green financing.

Advisory on financial, institutional, 
and risk management measures to 
strengthen creditworthiness.
Support in articulating a credible 
medium-term strategy to engage 
with rating agencies and investors. Supporting 

Sound Debt &  
Financial 

Management

6 
COUNTRY 

ENGAGEMENTS

3
COUNTRY 

ENGAGEMENTS

28
COUNTRY 

ENGAGEMENTS

14
COUNTRY 

ENGAGEMENTS
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Case Study: Colombia
$10.7 BILLION
from reference rate conversion of 
34 IBRD loans (from floating to fixed rates)

REDUCED FLOATING RATE SHARE 
from 12.2% in 2018 to 3.6% in April 2021

INTEREST RATE RISK
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Case Study: Mexico (SHF)
LOCAL CURRENCY LOAN CONVERSION 
To mitigate currency and interest rate risks

$1 BILLION LOAN CUSTOMIZATION 
Mix of fixed and floating interest rates in MXN

CURRENCY RISK
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Case Study: Indonesia
$2 BILLION DPL DDO
Contingent credit line that allows the borrower 
to rapidly meet its financing requirements by 
access to resources if, and when, markets failed 
to provide the required financing at a 
reasonable cost.

LIQUIDITY RISK — DPL DDO
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Case Study: IPF DDO
$452 MILLION IPF DDO
Ensures rapid access to emergency funds to protect 
depositor’s money in case of a banking crisis

CONTINGENT FINANCING — IPF DDO  
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Case Study: Maldives
COMMODITY HEDGING STRATEGY
To reduce commodity price risk of fossil fuels for energy 
generation in efforts to transition to clean energy

COMMODITY-PRICE  RISK MANAGEMENT
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Case Study: Chile

CATASTROPHE (CAT) BOND INSURANCE 
FOR EARTHQUAKE EVENT
Provides quick payouts associated with parametric triggers

$630 MILLION
Earthquake insurance to the Government of Chile for three 
years, consisting of $350 million of catastrophe bonds and 
$280 million of catastrophe swaps

CATASTROPHE BOND 
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World Bank Group —
A Trusted Partner in Financial and 
Disaster Risk Management

Interest Rate Risk
Fixing the reference rate to protect 

the budget from its volatility

Currency Conversions
Facilitating FX management

Cat-Bonds and 
Insurance

$79bn
Notable Transaction:
Colombia protected 

$10.5bn in IBRD 
loans from interest 

rate risk 

$13bn
Conversions to local 

currencies and others

$7+bn
Noticeable Programs: 
Chile and Mexico, 60% 

of total coverage 
provided
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Countries are exposed to several financial and non-financial risks that impact 
not only their debt portfolios, but the overall balance sheet (other assets and 
liabilities) and generate contingent liabilities

The World Bank Group offers several financial solutions designed to support 
countries in implementing their debt management strategy and mitigating 
risks on and off their balance sheets

Solutions are tailored and cost-effective, relying on our AAA credit rating

In parallel, we offer tailored financial advice to support our member countries 
navigate risks

Key Takeaways
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Thank you!
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Contact Us

https://treasury.worldbank.org/en/about/unit/treasury/ibrd-financial-products

Miguel Navarro - Martin
Manager
Financial Products
World Bank Group Treasury
+1-202-458-4722
mnavarromartin@worldbank.org
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All rights reserved.

This work is a product of the staff of the International Bank for Reconstruction and Development/The World Bank. The findings, interpretations, and conclusions 
expressed in this work do not necessarily reflect the views of the Executive Directors of the World Bank or the governments they represent.

The World Bank does not guarantee the accuracy of the data included in this work. The boundaries, colors, denominations, and other information shown on any 
map in this work do not imply any judgment on the part of the World Bank concerning the legal status of any territory or the endorsement or acceptance of 
such boundaries.

Rights and Permissions

The material in this publication is copyrighted. Copying and/or transmitting portions or all of this work without permission may be a violation of applicable law. 
The International Bank for Reconstruction and Development / The World Bank encourages dissemination of its work and will normally grant permission to 
reproduce portions of the work promptly.

For permission to photocopy or reprint any part of this work, please send a request to FP@worldbank.org


