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Summary
The credit profile of International Finance Facility for Education (IFFEd, Aaa stable) reflects

its robust capital and liquidity buffers, which will back IFFEd's guarantees for the portfolio

of loans and guarantees to sovereigns provided by other multilateral development

banks (MDBs). IFFEd's capital is in the form of paid-in equity but also contingent capital

contributions provided by highly rated sovereign contributors. Given the initially limited

number of contributors, IFFEd's credit quality is linked to their ability and willingness to

honour their legal agreements with the entity.

Exhibit 1

IFFEd’s credit profile is determined by three factors

Capital adequacy Liquidity and funding

aa3 aa2

Qualitative adjustments

0

Strength of member support

High

Preliminary intrinsic financial strength

aa2

Adjusted intrinsic financial strength

aa2

Scorecard-Indicated Outcome Range

Aaa-Aa2

Source: Moody's Ratings

Credit strengths

» Capital adequacy limits ensure strong equity coverage of guarantees

» Liquidity buffer will be robust and can be bolstered through calls on contingent capital

» High credit quality of contributors

Credit challenges

» High reliance on contributors' ability and willingness to comply with contingent capital

agreements to fulfill IFFEd's guarantee commitments in the case of extraordinarily high

claim amounts

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1455062
https://www.moodys.com/credit-ratings/International-Finance-Facility-for-Education-credit-rating-831013770/summary
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» In the event of guarantee calls, a reduction in nonperforming assets will depend on recoveries that may be received with a lag

Rating outlook
The stable rating outlook reflects our expectation that IFFEd will maintain its strong capital buffers to ensure strong coverage of its

guarantee commitments, as it extends guarantees to the participating MDBs. We also expect, in an unlikely scenario where the facility

would need to call on the contingent capital from its contributors, these governments to provide the required resources on a timely

basis, as established in the legal agreements.

Factors that could lead to a downgrade
Downward rating pressure would emerge if IFFEd's capital and liquidity metrics seemed increasingly likely to deteriorate beyond the

established policy limits, thus making it more difficult for the entity to fulfill its guarantee commitments. Additional negative pressure

would develop if the contributing governments delayed the payment of their agreed contingent capital contributions beyond the

periods established in their legal agreements with IFFEd.

Profile

International Finance Facility for Education (IFFEd) is an independent nonprofit foundation established under the laws and jurisdiction of

Switzerland (Aaa stable). IFFEd seeks to increase the quality and quantity of MDBs' support to the education systems of lower-middle-income

countries (LMICs). It aims to achieve this mainly by providing partial first-loss portfolio credit guarantees to participating MDBs, in turn

allowing these MDBs to provide more loans specifically for education projects in LMICs. In addition, IFFEd can provide grants to MDBs for

reducing the financing cost of eligible education projects.

Partnerships have been established with the African Development Bank (AfDB, Aaa stable), the Asian Development Bank (ADB, Aaa stable),

the International Bank for Reconstruction and Development (World Bank, Aaa stable) and the Inter-American Development Bank (IADB, Aaa

stable), with potentially additional MDBs within the next few years. IFFEd’s guarantees/grants are backed/funded by contributions from the

governments of the United Kingdom (Aa3 stable), Sweden (Aaa stable), Canada (Aaa stable) and Korea (Aa2 stable). IFFEd expects a larger

group of contributors over the next few years.

IFFEd's guarantees will offer credit protection to the recipient MDBs, providing a potential benefit to our assessment of their respective

development asset credit quality (DACQ). The guarantees were designed to achieve credit substitution and conform with the relevant criteria

of the Basel Committee on Banking Supervision. IFFEd's obligation to pay claim amounts under the guarantee agreements is unconditional and

irrevocable.

Detailed credit considerations
Our determination of a supranational’s rating is based on three rating factors: capital adequacy, liquidity and funding, and strength

of member support. For MDBs, the first two factors combine to form the assessment of intrinsic financial strength, as illustrated on

the cover page exhibit. Additional factors can influence the intrinsic financial strength, such as risks stemming from the operating

environment or the quality of management. The strength of member support is then incorporated to yield a rating range. For more

information, please see our methodology for Multilateral Development Banks and Other Supranational Entities.

Factor 1: Capital adequacy score: aa3

We assess IFFEd's capital adequacy at “aa3”, reflecting a capital position that will remain very strong based on the limits imposed by

its foundational documents and capital adequacy policies. These measures will ensure strong coverage of its guarantees, as well as

moderate portfolio credit quality and strong asset performance that will benefit from the recipient MDBs' preferred creditor status

(PCS).

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the

most updated credit rating action information and rating history.
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IFFEd's guarantees to MDBs will protect a broader portfolio

IFFEd's development-related assets (DRAs) are guarantees provided to MDBs to support their portfolios of loans and guarantees to

sovereigns. Unlike traditional MDB guarantees that back loans directly, IFFEd's guarantees support the lender itself, enabling each MDB

to apply a multiplier and lend significantly more than the nominal guarantee amount. For example, with a 4x multiplier, a $25 million

IFFEd guarantee could support $100 million in new lending. These guarantees act as partial first-loss protection on a defined portfolio

of sovereign loans and are structured to preserve MDB capital, allowing for greater lending volumes. Such expanded lending capacities

are to be used by the partnering MDBs to provide loans to sovereigns for eligible education projects in lower-middle-income countries.

Importantly, IFFEd's guarantees will provide partial first-loss protection to a broader portfolio (known as the covered portfolio) for the

recipient MDB, consisting of all sovereign loans and guarantees that are current (that is, not in nonaccrual status) as of the effective

date of the agreement between the MDB and IFFEd. Should a new nonaccrual event occur affecting the covered portfolio, IFFEd would

cover principal and interest not paid on the due date, with claim payments due within 180 days of the failure-to-pay event. The claim

amount to be paid by IFFEd will be determined by the delinquent obligation amount multiplied by a claim ratio, which equals the

aggregate of the education loan amounts divided by the covered portfolio amount.

IFFEd's equity will include paid-in and contingent capital

In addition to the paid-in capital provided by its contributors (about $40 million from Canada and the UK as of December 2024),

IFFEd's capital structure benefits from contingent capital agreements signed with contributors, i.e. a contractual agreement to

provide capital upon a trigger event. At this stage, IFFEd has entered into a contingent contribution agreement with the UK's Foreign,

Commonwealth and Development Office for $102 million and a guarantee agreement from the Swedish International Development

Cooperation Agency (Sida) for $200 million.

Per the contingent capital agreement and Sida's guarantee, because of the legal framework, this capital is not currently on IFFEd's

balance sheet. However, it would become available in a very short time frame (about 60 days days but with agreement to shorten

to 30 days as legal documents are adjusted to accommodate the on-boarding of World Bank participation). IFFEd must call on these

additional resources should the cash buffer drop below 10% of total outstanding guarantees (known as the top-up trigger event)

so as to bring the level of cash back up to 15% of the total outstanding guarantees. Because of the short time frame, we consider

these contingent resources more readily available than those related to hybrid capital or callable capital, leading us to include IFFEd's

contingent capital as useable equity for our leverage calculation.

Capital position will be strong in accordance with IFFEd's foundational documents

Currently, IFFEd has no guarantees outstanding. The facility expects to begin providing guarantees in 2026, and these would ramp up

over the coming years. However, as mandated by its foundational documents, the total amount of guarantees will be capped by the

sum of its paid-in capital, retained earnings and contingent capital. As a result, as the number of guarantees increases, we expect our

leverage ratio (DRA and treasury assets rated A3 or lower relative to its equity) to always remain below 100%, contributing to a capital

score of “aaa”. Importantly, for IFFEd to grow its guarantees beyond the initial amount of equity, it would need to get new paid-in and

contingent capital from the current contributors or new ones.

Asset quality will benefit from high geographical diversification and recipient MDBs' PCS

IFFEd's guarantees will cover the loan portfolios of the four currently participating MDBs — ADB, AfDB, IADB and IBRD — and

eventually those of other highly rated MDBs. Because of the characteristics of these MDBs' portfolios, we expect the initial point of

IFFEd's DACQ to be a weighted average borrower rating within the B category. Because of these MDBs' established track record of

repayment from their sovereign borrowers, as denoted by their PCS, IFFEd will also benefit from this PCS. Meanwhile, we expect IFFEd's

portfolio of guarantees to be well-diversified because they cover loans and guarantees to sovereigns from all around the world. Overall,

these elements contribute to IFFEd's DACQ score of “baa”.

Asset performance will likely be strong

A call on IFFEd's guarantees would be triggered if any of the recipient MDBs were to experience a nonaccrual event within their covered

portfolios. As mentioned above, IFFEd's claim payments will be determined by the claim ratio, which would limit the size of the actual

payouts. As the recipient MDBs have historically benefited from the PCS assigned by their sovereign borrowers, which in turn also

means that nonaccrual events by sovereign borrowers have historically been very low, this would likely maintain IFFEd's own called

guarantees at a low level. IFFEd will also benefit from any recoveries by the MDBs, allowing it to gradually recover the claim payouts
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over time. Although IFFEd starts with a pristine asset performance, reflected in an indicative score of “aaa”, we assign a lower score

of “aa3” to incorporate our expectation that should there be a call on IFFEd's guarantees as it ramps up the size of its portfolio, there

may be a lag until recoveries are made and IFFEd receives guarantee repayments from MDBs, in turn affecting the decline in the

nonperforming asset ratio.

Factor 2: Liquidity and funding score: aa2

We assess IFFEd's liquidity and funding at “aa2”, reflecting our expectation that IFFEd will maintain a strong buffer to cover its net

outflows, including potential guarantee calls, even in a stress scenario. This is further bolstered by the nature of its contingent capital

agreements, which would provide additional liquid resources should the coverage of its cash buffer decline below 10% of its total

guarantees. We score the quality of funding at “baa”, in line with other issuers that do not require debt funding due to their business

models, but whose shareholder structure gives some level of confidence that they could issue in markets with relative ease if needed.

However, IFFEd is prohibited from borrowing, as described below.

Our “aa2” factor score diverges from the indicative “a2” score to reflect our expectation that IFFEd will always maintain a strong

liquidity buffer that will allow it to fulfill its guarantee obligations.

Liquidity coverage will be strong because of low levels of projected outlays

IFFEd will maintain a strong liquidity buffer to ensure adequate coverage of potential payments related to its guarantee obligations.

According to its foundational documents, IFFEd is required to begin operations with a cash coverage of 15% of its total guarantees.

Additionally, in the event that IFFEd experiences a large number of guarantee calls, its liquidity buffer would benefit from the conditions

for its contingent capital, under which if the cash buffer were to drop below 10% of total guarantees, then the contributors would be

legally obligated to provide additional cash resources pro rata so that the coverage returns to 15%. In the absence of guarantee calls, its

other outlays would be related to administrative expenses and would not include any disbursements (as it will not provide direct loans)

or debt repayments (as it will not borrow). As a result, we score IFFEd very highly in terms of availability of liquid resources in stress

scenarios. Under these conditions, we expect IFFEd to maintain a high degree of liquidity — consistent with a “aaa” score — to fulfill

any potential call on its guarantees.

Lack of borrowing informs quality of funding assessment

Our assessment of the quality of funding is typically based on considerations such as the track record of bond issuance, the cost of

funding relative to peers, the availability of credit lines and the diversity of funding sources and the investor base. Per its foundational

documents, IFFEd will not borrow from the markets or access any other source of financing. We score other MDBs with some similar

characteristics who do not borrow from the capital markets at “baa” for the quality of funding, including GuarantCo Limited (A1 stable)

and The Currency Exchange Fund NV (TCX) (Aa3 stable).

Qualitative adjustments to intrinsic financial strength
Operating environment

We do not make any adjustments based on IFFEd’s operating environment. Based on our expectation that its guarantee portfolio will

cover loans and guarantees to sovereigns around the world, we consider such risks low.

Quality of management

IFFEd's capital adequacy and liquidity policies are aligned with those observed for highly rated MDBs. As the entity begins its

operations, it will likely comply with these policies, thus supporting its robust intrinsic financial strength metrics. In doing so, over time,

IFFEd's management would build a track record of credibly managing potential risks associated with its business model. The World Bank

will continue to act as the asset manager for IFFEd’s paid-in capital through its Reserve Advisory & Management Partnership (RAMP),

under a conservative investment mandate.

Factor 3: Strength of member support score: High

We assess strength of member support as “High,” above the indicative “Medium” score, to account for the very strong ability of IFFEd's

contributors to support the entity and their high propensity to do so, both because of the legal nature of their agreements to promptly

provide it with additional resources if needed — despite the absence of callable capital — and the contributors’ commitment to IFFEd

because of its mission and innovative financial approach to support MDBs' education loans.
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Contributors have a very high ability to support IFFEd

Based on the credit quality of its initial contributors, IFFEd’s initial weighted average shareholder rating is Aa1, among the highest of

rated MDBs. We expect any potential additional contributors to be highly rated as well, ensuring the ability of members to provide

support to IFFEd remains high.

Robust willingness to support

Because we account for the facility's contingent capital as useable equity, we do not give IFFEd any additional credit for contractual

support. However, as mentioned above, the legal agreements that govern the contingent capital provided by the UK and Sida's

guarantee agreement demonstrate these governments' high propensity to support the entity. Another illustration of this support

is the governments' choice to allocate resources to IFFEd to bolster its mandate. This is exemplified by the fact that Sida’s $200

million guarantee to IFFEd is one of the Swedish institution’s largest to date. Overall, this informs our “High” score for non-contractual

support, in line with that of the International Finance Facility for Immunisation (IFFIm, Aa1 stable).

ESG considerations

International Finance Facility for Education's ESG credit impact score is CIS-2

Exhibit 2

ESG credit impact score

Source: Moody's Ratings

IFFEd's CIS-2 reflects the limited exposure of its credit profile to environmental and social risks, and our expectation that its

governance will be robust and aligned with the high standards that characterize multilateral development banks.

Exhibit 3

ESG issuer profile scores

Source: Moody's Ratings

Environmental

The E-2 score points to an exposure to environmental risks that is limited because of IFFEd's highly diversified guarantee portfolio, as its

guarantees will cover other multilateral development banks' loans to sovereigns in various regions across the world.

Social

IFFEd's S-2 score reflects limited exposure to social risks. IFFEd's mission to bolster the financing of education-related projects by other

multilateral development banks leads to a positive exposure to demographic and societal trends. The entity's innovative way to support

5          11 August 2025 International Finance Facility for Education – Aaa stable: Regular update

https://www.moodys.com/credit-ratings/Intl-Fin-Facility-for-Immunisation-credit-rating-809733802/summary


Moody's Ratings Sovereign and Supranational

this additional financing for education-related loans has led to strong support provided by its original contributing governments and

will also help secure additional contributions in the coming years, which in turn will help IFFEd expand its mandate.

Governance

The governance issuer profile score of G-2 is supported by a prudent risk management framework that will allow IFFEd to ensure that it

will be able to fulfill its guarantee commitments. Over time, we expect that IFFEd will build a track record of credible risk management

that will also support its developmental mission and strong financial standing.

ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on Moodys.com. In order to view the

latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.

All of these considerations are further discussed in the “Detailed credit considerations” section above. Our approach to ESG is

explained in our cross-sector methodology General Principles for Assessing ESG Risks. Additional information about our rating

approach is provided in our Supranational Rating Methodology.

Recent developments

IFFEd is likely to begin operations in 2026, with four global MDB partnerships now confirmed

IFFEd remains in the early stage of operations and no guarantees are currently outstanding, although issuances are likely to begin

in 2026 and ramp up over the coming years. The Board of IFFEd has approved the World Bank and the IADB as participating MDBs

and recipients of its guarantees, adding to initial partnerships with the ADB and the AfDB. The partnerships with the World Bank and

ADB are likely to account for the most important share of the future guarantees portfolio, given their significant role in funding global

education initiatives. As the number of guarantees increases, we expect IFFEd's leverage ratio under our definition to remain below

100%, contributing to a strong capital position. This compares to a median leverage ratio of 226% in 2024 for Aaa-rated MDBs.

Efforts to attract further sovereign and philanthropic contributors are ongoing

In addition to the paid-in capital provided by its contributors (about $40 million from Canada and the UK as of December 2024),

IFFEd's capital structure benefits from contingent capital agreements signed with contributors. Currently, IFFEd has a contingent

contribution agreement with the UK’s Foreign, Commonwealth and Development Office for $102 million and a guarantee agreement

from the Swedish International Development Cooperation Agency (Sida) for $200 million.

Exhibit 4

Capital contributions are provided by highly rated sovereign contributors
Paid-in and contingent capital contribution by sovereign rating, percentage of total

Aa2 Aa3 Aaa

25% 50% 75% 100%

Total pledges

0%

64.5% 34.9%

Sources: IFFEd and Moody's Ratings
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Efforts to attract additional contributors are ongoing. IFFEd has this year agreed an upfront cash contribution of KRW3 billion (around

$2.2 million) from Korea. The facility has also received a small amount in seed funding from the United Kingdom, Sweden, and

philanthropic foundations such as the Jacobs, Atlassian and Porticus Foundations. Total grants extended to support the administration

of IFFEd amounted to $1.8 million as of year-end 2024 and further commitments are likely, aimed at supporting specific projects or

education programmes.

The World Bank has been selected as asset manager to manage IFFEd’s $40 million paid-in capital, under a conservative investment

mandate.
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Rating methodology and scorecard factors: IFFEd - Aaa stable

Factor / Subfactor Metric Initial score Adjusted score Assigned score

Factor 1: Capital adequacy (50%) aa3 aa3

Capital position (20%) aaa

Leverage ratio aaa

Trend 0

Impact of profit and loss on leverage 0

Development asset credit quality (10%) baa

DACQ assessment baa

Trend 0

Asset performance (20%) aa3

Non-performing assets aaa

Trend -3

Excessive development asset growth 0

Factor 2: Liquidity and funding (50%) a2 aa2

Liquid resources (20%) aaa

Availability of liquid resources aaa

Trend in coverage outflow 0

Access to extraordinary liquidity 0

Quality of funding (30%) baa

Preliminary intrinsic financial strength aa2

Other adjustments 0

Operating environment 0

Quality of management 0

Adjusted intrinsic financial strength aa2

Factor 3: Strength of member support (+3,+2,+1,0) Medium High

Ability to support (50%) Aa1

Weighted average shareholder rating Aa1

Willingness to support (50%)

Contractual support (25%) ca ca

Strong enforcement mechanism 0

Payment enhancements 0

Non-contractual support (25%) High

Scorecard-Indicated Outcome Range Aaa-Aa2

Rating Assigned Aaa

Note: Our ratings are forward-looking and reflect our expectations for future financial and operating performance. However, historical results are helpful in 

understanding patterns and trends of an issuer’s performance as well as for peer comparisons. Additional considerations that may not be captured when historical 

metrics are used in the scorecard may be reflected in differences between the adjusted and assigned factor scores.  Furthermore, in our ratings we often incorporate 

directional views of risks and mitigants in a qualitative way. For more information please see our Multilateral Development Banks and Other Supranational Entities 

rating methodology.

Source: Moody's Ratings
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Related websites and information sources

» Moody's Supranational web page

» Moody's Sovereign and supranational rating list

» International Finance Facility for Education web page

MOODY’S has provided links or references to third party World Wide Websites or URLs (“Links or References”) solely for your convenience in locating related information and services.

The websites reached through these Links or References have not necessarily been reviewed by MOODY’S, and are maintained by a third party over which MOODY’S exercises no control.

Accordingly, MOODY’S expressly disclaims any responsibility or liability for the content, the accuracy of the information, and/or quality of products or services provided by or advertised on

any third party web site accessed via a Link or Reference. Moreover, a Link or Reference does not imply an endorsement of any third party, any website, or the products or services provided

by any third party.
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