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Key Rating Drivers

Downgrade of the UK: International Finance Facility for Immunisation’s (IFFIm) ratings are
driven by the lower of the two sovereign ratings of the UK (AA-/Negative) and France
(AA/Negative). Following Fitch Ratings’ downgrade of the UK sovereign in March 2020, IFFIm'’s
rating is only anchored to that of the UK. The sovereign rating of France was put on Negative
Outlook in May 2020. IFFIm’s ratings rely primarily on support from donors as their grant
payments ultimately back IFFIm’s repayment of bond issuances.

Strong Donor Commitment: Donors’ commitments are legally binding, and repudiation of their
pledges would entail severe reputational damage and legal proceedings. In June 2020, Italy
(BBB-/Stable), Norway (AAA/Stable), Spain (A-/Stable) and the Netherlands (AAA/Stable)
further affirmed their support for IFFIm, contributing a total of USD926 million in long-term
funding. In line with recent ongoing practice, donors made pledges in the respective national
currencies.

Recent Developments: In July 2020, IFFIm issued a NOK2 billion (approximately USD200
million) bond placement to help accelerate the financing of coronavirus vaccine research and
development, undertaken by the Coalition for Epidemic Preparedness Innovations (CEPI). This
is backed by a 10-year, NOK2 billion commitment from Norway, announced in March 2020.
CEPI is undertaking a USD2 billion project, to research and undertake coronavirus vaccination
testing and further support their ongoing clinical trials.

Disbursement Activity: Disbursements from IFFIm to Gavi, the Vaccine Alliance, had been
limited (2017: USDO; 2018: USD50 million). In 2019, however, this increased considerably to
USD315.7 million - intwo disbursements (USD65.7 million and USD250 million). Fitch expects
IFFIm to disburse around USD400 million to Gavi in 2020. At end-2019, IFFIm had made
disbursements of about USD3 billion since its inception in 2006. The money supports numerous
vaccination programmes, including yellow fever, polio, measles and meningitis.

Contained Leverage: IFFIm disburses grants in support of its mandate as bond issues are repaid
through contributions from donors. IFFIm maintains a ratio of net debt (outstanding bonds
minus funds held in trust) to net present value of pledges - the gearing ratio. At end-June 2020,
the gearing ratio was 9.4%, against a limit of 71.8%.

Limited Liquidity, Market Risks: Liquidity risk is limited due to IFFIm’s strict compliance with
its liquidity policy (liquid assets must cover debt servicing over the next 12 months) and
conservative risk management. IFFIm’s unhedged exposure to foreign exchange is minimal.
Liquidity and market risk are managed effectively by the International Bank for Reconstruction
and Development (IBRD; AAA/Stable), IFFIm’s designated treasury manager.

Rating Sensitivities

Donor Rating Changes: IFFIm’s ratings and Outlook would be reviewed if the rating and/or
Outlook of the UK was changed, due to its weight of pledges and the UK sovereign rating being
lower than France. Material delays in grant disbursements by donor countries would also exert
pressure on the ratings.

Gearing Ratio: A reduced cushion, increasing the potential for a breach of IFFIm’s gearing ratio
limit related to rising debt, or a reduced net present value of pledges following anincrease inthe
credit risk of recipient countries or donors, would put pressure on the ratings.
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United Kingdom

Income and Expenditure Account

(USDm) 31 Dec 19 31 Dec 18 31 Dec 17 31 Dec 16
Contribution revenue 59.1 10.7 198.8 227
Operating expenses 219.9 3.9 53.7 54.0
Total operating income 1.0 0.9 0.9 1.0
Operating profit (loss) -159.7 7.7 145.9 -30.3
Net financing expenses on bonds and bond 23.1 28.0 22.3 16.6
swaps

Net fair value gains on pledges and pledge 74.6 155.6 92.7 86.6
swaps

Foreign-exchange gains/loss and other 0.7 -1.6 0.7 0.8
financing charges

Investment and interest income 234 20.6 15.0 8.2
Surplus (deficit) -84.2 154.4 2321 48.7

Source: Fitch Ratings, IFFIm

BalanceSheet

(USDm) 31Dec 19 31 Dec 18 31Dec 17 31 Dec 16
Sovereign pledges 2,074 2,250 2,588 2,355
Fundsin trust 428 817 912 863
Other assets 0 2 0 0

Total assets 2,502 3,069 3,500 3,218
Bond issues 510 886 1,181 1,382
Grants payable 357 457 507 457
Other liabilities 521 528 768 567

Total liabilities 1,388 1,871 2,456 2,406
Net assets 1,114 1,198 1,044 812

Total liabilities + net assets 2,502 3,069 3,500 3,218

Source: Fitch Ratings, IFFIm
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