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Research Update:

International Finance Facility for Immunisation
'AA+/A-1+' Ratings Affirmed; Outlook Remains
Negative

Overview

* W& have reviewed our ratings on International Finance Facility for
| mmuni sation (I FFI M) under our revised criteria.

e W are affirnmng our ' AA+/ A- 1+ long- and short-termissuer credit
ratings on | FFl m

e The outl ook remains negative, reflecting the negative outl ooks on the
| FFI m donor soverei gns.

Rating Action

On Dec. 17, 2012, Standard & Poor's Ratings Services affirmed its ' AAH A- 1+
I ong- and short-termissuer credit ratings on International Finance Facility
for Immunisation (IFFIn). The outl ook is negative.

Rationale

The ratings on IFFImreflect the conmtnent of its highly rated grantors to
its conpelling mandate of supporting child inmrunization prograns in the
poorest of the world' s devel oping countries. Qur ratings on | FFImrenmain
unchanged under our revised criteria: "Miultilateral Lending Institutions And
O her Supranational Institutions Ratings Methodol ogy," published Nov. 26,
2012, on RatingsDirect on the dobal Credit Portal

IFFIimis a nultilateral devel opment institution established as a charity in
the U K in 2006. Its purpose is to accelerate the funding of the inmunization
and vacci ne procurement prograns of the dobal Aliance (GAVI), a
public-private partnershi p whose nenbers include: the Wrld Health

Organi zation; the U N Children's Fund (UNICEF); the International Bank for
Reconstructi on and Devel opnent (1BRD; commonly referred to as the Wrld Bank
AAA/ St abl e/ A-1+); the Bill and Melinda Gates Foundation; governments of both
devel opi ng and industrialized countries; research and health institutes;
vacci ne producers; and civil society organizations. Seventy of the world's
poorest countries are eligible to receive funds raised by IFFIm |FFIm
operates by issuing bonds on the basis of conmm tnents by soverei gn governnents
to provide annual grants over two decades and di sbursing the proceeds to fund
GAVI's programs. This not only provides greater funds to GAVI in the near
term but it also enhances GAVI's ability to provide nultiyear grants to
reci pi ent countries.
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Since the U K (unsolicited ratings AAA/ Negative/A-1+4), Italy (unsolicited
rati ngs BBB+/ Negative/ A-2), France (unsolicited ratings AA+/ Negative/ A 1+),
Spain (BBB-/Negativel/ A-3, Sweden (AAA/ Stabl e/ A-1+), and Norway
(AAA/ St abl e/ A-1+) established | FFimin 2006, three nore governnents have nade
pl edges: South Africa (BBB/ Negative/A-2), the Netherlands (unsolicited ratings
AAA/ Negativel/ A-1+), and Australia (unsolicited ratings AAA/ Stabl e/ A-1+)

Toget her, these pledges total nearly US$6.3 billion. Brazil (BBB/ Stable/A-2)
has al so announced its intention to becone a grantor, and IFFImis seeking
additional contributions. (Al ratings are foreign currency.)

Under our revised criteria, we determ ne support for GAVI, and thus for |FFIm
by eval uating the support of IFFIm s strongest sharehol ders. Al though IFFIm
continues to experience paynment delays on pledges froma few donors, these are
principally donors rated bel ow Standard & Poor's issuer credit rating on

| FFIm For those governments that are rated at or above |FFImthat have nade

| at e donor paynents, these have been short and infrequent: we consider themto
be adnministrative in nature and not reflective of the donors' ability or

wi | lingness to support this funding vehicle for GAVI. |n determn ning adequacy
of future donor flows to support debt service, we conpare expected cash fl ows
fromdonors rated at or above IFFIimwith IFFIm s cash outflows. Qur debt
service coverage ratio for this nultilateral aid agency, which nmeasures the
total value of remaining | FFImdonor flows from'AA+ and ' AAA" rated donors,
di vided by total debt service remaining to be paid, was about 2.0x, as of Dec.
14, 2012. IFFImMs own neasure of its |leverage, its gearing ratio, which
neasures the anmount of its financial obligations divided by the net present

val ue of expected paynents fromall donors, stood at 44% as of Sept. 30, 2012.

To reduce foreign exchange exposure of grants, which are made in the donors

| ocal currency, and to transformfixed-rate borrowings into floating rate,

| FFI m has conducted a series of |ong-dated swap agreenents with the IBRD, its
treasury nanager and uni que derivative counterparty. Gven the duration of

t hese agreements and that different yield curves are used to calculate the
mar k-t o- mar ket exposures, the aggregate net payabl es under these swaps can
vary substantially. W understand that these exposures should narrow to zero
over the life of the contracts. W expect that these exposures will not entai
| FFI m havi ng rel ated cash requirenents or posting counterparty coll ateral
which could affect its ability to disburse funds to GAVI

IFFImis at risk if its eligible grant-recipient countries go into protracted
arrears to the International Mnetary Fund (I M). Donor countries are rel eased
froma portion of their schedul ed annual paynents under their pledges, the
amount depending on the extent to which IFFImeligible countries are in
protracted arrears to the IM- (late nore than six nonths).

Finally, IFFImincurs roll-over risk, as its debt financing is for shorter
tenors than its grants. To allay part of this funding risk, |FFImpmaintains a
mnimmliquidity equivalent to its cumul ative contracted debt service
paynments for the next 12 nonths. This minimumis recal cul ated and reset
quarterly. As of Dec. 31, 2011, the calculated mininumliquidity was US$595
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mllion; as of the sane date, total cash and funds held in trust were US$852
mllion.

Outlook

The outl ook is negative, reflecting the negative outl ooks on several of
|FFImM s highly rated donor governnents. If we were to | ower nore of the
ratings on | FFI M s donor governnents--particularly those on the U K. or
France, its | argest donor governnents--or our ratings on the IBRD, we could
lower our rating on IFFimas well. In addition, downward pressure on the
ratings could arise if highly rated donors began runni ng paynent arrears to
IFFIm if substantially nore beneficiary governnents go into protracted
arrears to the IM-, or if |IFFImexperienced funding pressure. On the other
hand, if the ratings on IFFImM s donors stabilize and if, in our view other
ri sks dimnish, the rating on |FFImcould stabilize as well.

Related Criteria And Research

Multilateral Lending Institutions And Ot her Supranational Institutions Ratings
Met hodol ogy, Nov. 26, 2012

Ratings List

International Finance Facility for |munisation
Rati ngs Affirnmed

| ssuer credit rating AA+/ Negativel A- 1+
Seni or unsecured AA+

Conplete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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