
 

 

CREDIT ANALYSIS 

SOVEREIGN & SUPRANATIONAL AUGUST 17, 2015 

This Credit Analysis provides an in-depth 
discussion of credit rating(s) for African 
Development Bank and should be read in 
conjunction with Moody’s most recent 
Credit Opinion and rating information 
available on Moody's website. 

 
 

 

RATINGS 

African Development Bank 
 Rating Outlook 

Long-term Issuer  Aaa Stable 
Short-term Issuer  P-1 Stable 
Senior Unsecured Aaa Stable 

Table of Contents: 

OVERVIEW AND OUTLOOK 1 
Organizational Structure and Strategy 2 

RATING RATIONALE 5 
Capital Adequacy: High 5 
Liquidity: Very High 8 
Strength of Member Support: Very High 10 
Rating Range 13 
Comparatives 14 

APPENDICES 15 
Rating History 15 
Annual Statistics 16 

MOODY’S RELATED RESEARCH 18 
RELATED WEBSITES 18 
 

Analyst Contacts: 

NEW YORK  +1.212.553.1653 

Elisa Parisi-Capone  +1.212.553.4133 
Assistant Vice President - Analyst 
elisa.parisi-capone@moodys.com 

Lucie Villa +1.212.553.1990 
Assistant Vice President - Analyst 
lucie.villa@moodys.com 

   » contacts continued on page 19 
 

African Development Bank 
Supranational 

Overview and Outlook 

The African Development Bank’s (AfDB) Aaa/Prime-1 ratings and stable outlook reflect a 
combination of its intrinsic financial strength, prudent financial management and liquidity policies 
and very strong shareholder support. These strengths offset the medium average credit quality of 
the AfDB’s loan portfolio when compared to its Aaa-rated peers as a result of the Bank’s 
challenging operating environment and expanding non-sovereign operations. The Bank’s robust 
asset coverage ratio of 46% and the below Aaa-median leverage ratio, in addition to the strong 
liquidity policy track record with ample access to regional and international funding sources at 
favorable terms underpin the AfDB’s very high intrinsic financial strength. 

The AfDB shares high concentration levels for top exposures with several other Aaa-rated 
multilateral development banks (MDBs) which are partially responsible for the increasing gap 
between loan approvals and disbursements in recent years. Recent credit policy changes which 
expand access to the AfDB’s non-concessional lending window to a broader set of previously 
concessional-only borrowers, however, represent a potential challenge to the Bank’s asset quality.  

At the same time, the AfDB benefits from very high shareholder support, reflecting the Bank’s role 
as one of the main vehicles for fostering development in Africa, which mitigates the Bank’s below 
investment grade average shareholder rating. Moreover, the Bank’s role as conduit for private 
investment and its diverse cooperation agreements with other MDB’s both inside and outside the 
region is reflected in the strong commitment of non-regional member countries and in its 
expanding membership. 

The Aaa rating would face downward pressure if growing exposure to the private sector on the 
continent led to a substantial increase in non-performing loans, which would be incompatible 
with the risk-bearing capacity allowed by the bank’s capital base. Given the AfDB's robust risk-
management policies and very strong capitalisation following the tripling of its capital base we 
see this risk as remote. 

This Credit Analysis elaborates on African Development Bank’s credit profile in terms of Capital 
Adequacy, Liquidity and Strength of Member Support, which are the three main analytic factors in 
Moody’s Supranational Rating Methodology. 

 
 

https://www.moodys.com/credit-ratings/African-Development-Bank-credit-rating-14050
http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=183668
http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_161372
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Organizational Structure and Strategy 

Prime African multilateral development bank with over 50 years of operations  

The Agreement establishing the African Development Bank was adopted and opened for signature at the 
Khartoum, Sudan, conference on August 4, 1963. This agreement entered into force on September 10, 1964. 
The Bank began effective operations on July 1, 1966. Its major role is to contribute to the economic and 
social progress of its regional member countries - individually and collectively. 

Membership was originally reserved to African sovereigns, but in 1982 the Bank opened membership access 
to non-regional sovereigns. These non-regional members contribute to the AfDB’s capital, but cannot 
borrow from it. As of December 2014, the AfDB had 79 shareholders, including 53 regional member 
countries and 26 non-regional member countries composed of mostly highly rated governments from the 
Organization for Economic Cooperation and Development (OECD) and Middle East. South Sudan (unrated) 
joined in April 2015 as the 80th member country after Luxembourg (Aaa stable) joined in 2014 and Turkey 
(Baa3 negative) in 2013. African members account for 60% of the AfDB’s capital and non-regional 
shareholders for 40%.  

The balance of participation between regional and non-regional countries is reflected in the AfDB’s 
governance structure. All the powers of the Bank are vested in the Board of Governors, which consists of the 
Governors appointed by each member of the Bank. The Governors exercise the voting power of the 
appointing member country (see Exhibit 7 for further details). Decisions by the Board of Governors require a 
two-third majority (or 70% on key issues, should any member require so). As each member’s number of 
votes is based on the share of that member in the capital stock of the bank, the voting rule ensures that any 
significant decisions require support by both regional and non-regional members.  

The Board of Governors elects a Board of Directors, which is responsible for the conduct of the AfDB’s 
operations. The Board of Directors comprises 13 executive directors representing the 53 regional member 
states, and seven representatives of non-regional member states. Decisions in the Board of Directors equally 
require a two-third majority (or 70% on key issues if expressly required by a member) of votes, weighed by 
the share of capital of the members represented by each Director. The president of the Bank chairs the 
AfDB’s Board of Directors. 

Akinwumi A. Adesina of Nigeria elected as new AfDB Group president for a 5-year term, renewable 
once  

Starting September 1, 2015 Akinwumi A. Adesina, former Minister of Agriculture in Nigeria under president 
Goodluck Jonathan, will take the helm from Donald Kaberuka as the new president of the AfDB Group after 
the latter completes his second five-year term. In his vision statement, Mr. Adesina has endorsed the AfDB 
Group’s strategic 10-year vision of inclusive and green growth for Africa. This strategy focuses on areas of 
high impact power projects as well as regional projects that unlock the economic potential of several 
countries, for instance by facilitating landlocked countries’ access to key ports in addition to building 
strategic partnerships and mobilizing resources for large-scale projects. Under Mr. Adesina’s leadership, the 
Bank will increasingly take on a transactional approach by reducing transaction costs in order to mobilize 
private sector resources. 

Headquarter relocation to Abidjan and progress with the Group’s decentralization strategy 

Following the temporary move of the AfDB Group’s headquarters to Tunis from Abidjan in 2003 due to the 
civil strife in Ivory Coast over the past decade, the Bank in 2014 relocated its headquarters back to Abidjan. 
The relocation was almost complete as of June 2015 with about 1700 staff assuming duties in Abidjan. The 

This publication does not announce 
a credit rating action.  For any 
credit ratings referenced in this 
publication, please see the ratings 
tab on the issuer/entity page on 
www.moodys.com for the most 
updated credit rating action 
information and rating history. 

http://www.moodys.com/
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move occurred without negative impact on operations and with lower than anticipated staff turnover, 
according to the Bank’s projections. Nevertheless, the one-time costs related to the move have shifted the 
cost-base upward, partly due to the fact that the ultimate headquarter location in Abidjan was not yet 
ready at the time of the move. 

Meanwhile, the mid-term review of the Bank’s decentralization roadmap has highlighted the need to avoid 
duplication of positions and tasks in field offices and regional resource centers as compared to headquarters, 
and argued for more effective delegation of authority to decentralized offices. The number of regional 
member countries in which the Bank has a field presence reached 38 in 2014, up from 4 in 2003. At the end 
of 2014, field based staff managed 51% of Bank operations, above the target of 50%. 

Box 1: Moody’s ratings apply solely to the AfDB and not to other entities of the Group 

The AfDB is part of the African Development Bank Group, which also includes the African Development 
Fund (ADF established in 1972) and the Nigeria Trust Fund (established in 1976). The three entities of the 
Group complement each other as follows: 

» The AfDB is the non-concessional window of the Group. It finances projects through loans (to 
sovereign or private-sector counterparties), guarantees and equity investments. It also provides 
technical assistance. There are 14 out of 53 sovereigns eligible for AfDB resources only, plus two 
countries eligible for a blend of AfDB and ADF resources (Cameroon and Zambia). Three countries 
are graduating to the non-concessional AfDB group, i.e. Cape Verde, Republic of Congo and Nigeria. 
Moreover, under the Bank’s recently amended credit policy which was approved in May 2014, 
countries eligible for borrowing from the ADF, but with moderate and low risk of debt distress, can 
now also access the AfDB window under specific conditions. Rwanda and Uganda passed the 
creditworthiness test in 2014, and another half dozen countries are expected to qualify in 2015. 

» The ADF is the concessional window of the Group. It finances projects in low-income African 
countries in the form of concessional loans and grants, funded from periodic contributions by donor 
countries and internal Bank resources, usually on a three-year basis. Out of 37 ADF-eligible 
countries, 34 are only eligible for concessional loans. Countries eligible for sovereign loans from the 
ADF are not normally eligible to borrow from the AfDB. However, most ADF-eligible countries have 
access to limited AfDB lending for private sector projects. 

» The Nigeria Trust Fund is a comparatively small fund that extends grants and loans at concessional 
rates and is funded by contributions from the Government of Nigeria. 

 

10-year strategy for 2013-2022 focuses on ‘Inclusive Growth’ and ‘Transition to Green Growth’  

The Bank Group’s approach to promoting sustainable growth and development in Africa over the next 
decade under its 10-year strategy for 2013-2022 emphasizes access to economic opportunities across age, 
gender, ethnicity and geography, as well as natural-resource base preservation. First, even after the 
unprecedented growth spurt of the past decade, inequality and poverty remain prevalent in Africa, a 
continent that harbors six of the world’s 10 most unequal countries. Moreover, the ‘youth bulge’ of the 15-
25 age cohort --- representing over 60% of the population and 45% of the labor force on the continent -- is 
facing an employment challenge amid the predominantly commodities rather than manufacturing-based 
export strategies, which are inherently more capital than labor-intensive, while services are less scalable. 
Second, the transition to green growth aims to preserve the environment and the sustainability of the 
natural-resource base on which the continent’s economies depend.  
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The five operational priorities of the 10-year strategy are: (1) infrastructure development, (2) regional 
economic integration, (3) private-sector development, (4) governance and accountability, and (5) skills and 
technology. This framework also identifies three areas of special emphasis, namely states in fragile 
situations, agriculture and food security, and gender. Specific examples include the programs targeted to 
Arab Spring economies and efforts to contain the spread and impact of the Ebola virus in parts of West 
Africa.  

Expanding cooperation with development partners to leverage resources for infrastructure investment  

In order to leverage the existing resources for national and regional infrastructure projects, the AfDB Group 
has initiated several co-financing vehicles, mainly with bilateral and multilateral development partners. One 
example is the Africa50 infrastructure investment platform headquartered in Casablanca and which has held 
its Constitutive General Assembly on July 29, 2015. The role of Africa50 is to provide financing for the 
continent’s infrastructure development, mainly from private sources garnered from within Africa, including 
from insurance and pension funds, and from the rest of the world.  

The AfDB Group and 20 African countries have subscribed for an initial aggregate amount of $830 million in 
share capital in the first closing only available to African countries. All subsequent closings will be available 
to sovereign and non-sovereign investors in Africa and abroad. The platform aims to expand its equity base 
to $3 billion within the next three to five years, which will enable it to tap into international capital markets 
in order to increase the platform’s total capital base to $10 billion. The structure ultimately aims to create 
$100 billion of project opportunities for global market players via co-financing on a commercial basis in 
order to address the annual $93 billion infrastructure deficit identified for Sub-Saharan Africa alone. The 
main focus will be on transformational power generation projects, followed by transportation, ICT and water 
projects. The platform is expected to be operational by the end of this year.  

Another example is the Africa Growing Together Fund (AGTF), established by the AfDB Group and the 
People’s Bank of China in November 2014, with the aim to create a $2 billion co-financing fund for which 
resources will be provided over the next 10 years. These funds will be invested alongside the Bank’s funds for 
the financing of eligible sovereign and non-sovereign guaranteed development projects in Africa. The AGTF 
enables an additional $200 million in projects annually starting 2015 on identical terms and conditions as 
for loans made by the AfDB itself to the same projects. To date, the AGTF has issued one approval for a $50 
million loan. 
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Rating Rationale 

Our determination of a supranational’s rating is based on three rating factors: Capital Adequacy, Liquidity 
and Strength of Member Support. For Multilateral Development Banks, the first two factors combine to 
form the assessment of Intrinsic Financial Strength, which provides a preliminary rating range. The Strength 
of Member Support can provide uplift to the preliminary rating range. For more information please see our 
Supranational Rating Methodology. 

 

Capital Adequacy: High  

Prudent internal policies counterbalance challenges stemming from operating environment  
 

Factor 1  

Scale  Very High High Medium Low Very Low  

 
+      - 

 

Capital adequacy assesses the solvency of an institution. The capital adequacy assessment considers the availability of 
capital to cover assets in light of their inherent credit risks, the degree to which the institution is leveraged and the risk 
that these assets could result in capital losses. 

 

Sixth general capital increase underpins shift toward private sector operations and to ADF-graduates 

The AfDB’s asset coverage ratio, defined as usable equity/(gross loans outstanding + equity operations), and 
its leverage ratio perform better than the median for the Aaa peer group (Exhibits 1 and 2). In response to 
the global financial crisis, the Board of Governors approved the Sixth General Capital Increase (GCI-VI) in 
May 2010. Following the Board of Governor’s approval of a 200% increase of the Bank’s capital base, the 
authorized capital was increased to SDR67.7 billion, with 6% of the shares created under the GCI-VI as paid-
up and 94% as callable capital.  

EXHIBIT 1 

Asset Coverage and Leverage Ratios, 2014 (%) 
 

 
Note: ACR = Usable Equity/Gross Loans Outstanding + Equity Operations 
Leverage Ratio = Debt / Equity Ratio 
Source: AfDB, Moody’s 

EXHIBIT 2 

Asset Coverage Ratio: Select Aaa Peer 
Comparison, 2014 (%) 

 

 
Source: AfDB, Moody’s 
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When fully subscribed, the regional group holds 60% and the non-regional group 40%. The paid-up portion 
of the GCI-VI subscription is payable in eight equal annual installments for non-regional members as well as 
for AfDB-eligible borrowers, whereas ADF-only regional members pay in 12 equal installments. 

The higher capital base allows the Bank Group to sustain a higher level of lending, including to the private 
sector, by keeping the risk capital utilization rate at prudent levels. The Bank’s 10-year strategy envisages 
expanding the share of outstanding loans to the private sector to 30%-50% over the medium term from 
24% in 2014 (Exhibit 3) and 22% in 2013. Meanwhile, public sector exposures are still largely concentrated 
in the North Africa region, although to a gradually declining degree in the wake of increased diversification 
efforts to other regions. For instance, Angola received the largest country loan disbursement in 2014, 
followed by Morocco, Nigeria and South Africa. Nevertheless, as in several other Aaa-rated peers, high 
concentration levels for the largest exposures remain prevalent and are partially responsible for the 
increasing gap between loan approvals and disbursements over the past few years. 

Private-sector approvals increased by over 51% in 2014 from 2013 and were mainly concentrated in 
approvals to the financial sector for on-lending purposes in the form of trade finance, lines of credit, 
guarantees and equity participations. Other private sector operations included investments in infrastructure, 
in particular power, mining  and transport operations, followed by smaller amounts for agriculture, social 
and multi-sector operations. The main beneficiary is South Africa, followed by Western Africa as a region 
and regional projects. 

EXHIBIT 3 

Lending Operations: Private vs. Public Sector 
End-2014, % of Total 

 
Source: AfDB, Moody’s 

EXHIBIT 4 

Lending Operations: Sovereign Exposure 
End-2014, %’s of Public Sector Portfolio 

 
Source: AfDB, Moody’s 

 
The capital increase is also supportive of the bank’s capital adequacy in view of the recent change in credit 
policy, allowing previously ADF-only eligible regional members to access the AfDB non-concessional lending 
window for public-sector operations under specific conditions. The rationale for this policy change, along 
with the strategy to further diversify the Bank’s country exposures, is the increased pace of growth among 
African countries over the past 15 years, the decrease of external debt level from an average of around 90% 
in 1995 to below 20% in 2012 following multilateral and bilateral debt relief initiatives, in addition to 
African countries’ increased commercial debt issuance in excess of $11 billion since 2006. 

The specific conditions under which ADF-only countries can access the AfDB window include: (1) low or 
moderate risk of debt distress as measured by the IMF debt sustainability analysis; (2) availability of 
headroom for non-concessional borrowing; (3) sustainable macroeconomic position; and (4) request for 
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financing approved by the Bank’s Credit Risk Committee. As of 2014, Rwanda and Uganda had qualified, 
although there are half a dozen countries in the pipeline for approval in 2015. That said, the Board will 
continue to monitor and then perform a risk evaluation of this policy after three years of implementation. 

Asset quality faces borrower quality constraints and legacy loan issues amid increasingly difficult 
operating environment  
The AfDB’s asset quality in terms of average non-performing loans (NPL) at 3.1% in 2014 is weaker than the 
median for Aaa-rated peers at 0.3%. This higher NPL ratio reflects borrower quality constraints in line with 
the Bank’s development mandate and the intrinsic challenges in the region in which it operates. The NPL 
ratio declined steadily from 10.9% in 2007 to 2.8% in 2012, before expanding again to 2.9% in 2013 and to 
3.1% in 2014, especially upon higher non-sovereign impairments. In particular, the outstanding balance of 
impaired non-sovereign loans almost doubled to SDR143.7 million in 2014 from SDR79.4 million in 2013, 
increasing the non-sovereign NPL share in total non-sovereign exposures to 4.7% in 2014 from 3.1% in 
2013.  

In comparison, outstanding sovereign NPLs remained fairly stable in nominal terms at SDR253.1 million in 
2014, as compared to 250.9 million in 2013, mostly reflecting the legacy nature of these exposures 
consisting of impaired loans to Zimbabwe since 2005 (SDR 198.2 million), to Sudan since 1995 (SDR50.8 
million) and to Somalia since 1990 (SDR4.1 million). In contrast to the non-sovereign NPL ratio, the share of 
impaired sovereign exposures to total sovereign exposures marginally declined to 2.6% in 2014 from 2.8% 
in 2013. As is the case for other Aaa-rated MDB’s such as the International Bank for Reconstruction and 
Development (IBRD, Aaa stable), for instance, it is the Bank’s strategy not to write off these loans as the 
expectation is that they will eventually be repaid once these countries acquire the capacity to do so, 
including via tools like the Highly Indebted Poor Countries (HIPC) initiative once the conditions for eligibility 
are met. Both the sovereign and non-sovereign NPL exposures are backed by cumulated provisions of close 
to 40% of their respective face value. 

Looking forward, we expect pressure on the AfDB’s asset quality to remain elevated due to the combination 
of expanding private sector lending and the credit policy changes allowing previously ADF-only countries 
access to the non-concessional window of the AfDB. These pressures are exacerbated by an increasingly 
challenging operating environment on the continent due to the turn in the commodities cycle, tighter US-
dollar liquidity conditions, persisting fiscal and external imbalances, and increasing local security tensions in 
addition to the tail risk regarding the not yet fully contained Ebola outbreak in the three most affected 
Western African countries. 

One-time cost of relocation to Abidjan dents the AfDB’s profitability in 2014 and 2015 
Profits before distribution declined to SDR151.7 million in 2014 from SDR180.3 million in 2013. Similarly, 
net income after deducting distributions approved by the Board of Governors to certain entities for 
development purposes, declined to SDR31.7 million from SDR72.8 million in 2013 (Exhibit 4). The net 
income amount includes accrued retained earnings and reserves since the AfDB does not distribute 
dividends. 

In 2013 and 2014, the Bank’s profitability was impacted by the relocation expense of its headquarters back 
to Abidjan in Ivory Coast from Tunis, Tunisia after 11 years. This temporary cost increase is also reflected in 
the Bank’s cost to income ratio, which increased from 31.6% in 2012 to 42.8% in 2013 before declining to 
39.1% in 2014. The ratio remains within, albeit at the higher end of, the Bank’s target ratio of 30%-40%, 
and is expected to trend down to 30% in the medium term. The Bank’s general administrative expenses, 
excluding the expenses related to the return of its operations to its headquarters in Abidjan and charges for 
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depreciation and amortization, dropped to SDR321.5 million in 2014 from SDR334.9 million in 2013, and 
are expected to decline further to SDR306.34 million in 2015.  

EXHIBIT 5 

AfDB’s Profitability Ratios 

 
Source: AfDB, Moody’s 

 
In terms of profitability drivers, non-sovereign exposures generate a proportionally larger share of net 
revenues than sovereign exposures, even as the latter represent 76% of the combined loan portfolio. The 
higher profit margin on non-sovereign exposures is however counterbalanced by the portfolio’s higher 
riskiness, as highlighted by the larger relative share of NPLs. 

In view of the increased cost base related to the relocation process, the Bank’s guiding principles for income 
allocation establish that reserves shall have the first claim on net income. After a determination is made 
regarding the amount to be transferred to reserves, the residual may be allocated to a surplus account or 
distributed. The reserve determination includes also past conditional commitments and the surplus account, 
which should be maintained at a reasonable level to provide the Bank with the financial ability to meet 
exceptional high impact development initiatives that may arise during the year.   

In this regard, the share of transfers to reserves as a percentage of allocable income at 38% in 2014 was in 
line with the share in 2013, but lower than the 45%-50% ratios in 2011 and 2012. Similarly, the reserves to 
loan ratio declined slightly to 23.5% in 2014 from 25.9% in 2013. 

Liquidity: Very High 

Liquidity position remains strong with ample access to capital markets 
 

Factor 2  

Scale  Very High High Medium Low Very Low  

 
+      - 

 

A financial institution’s liquidity is important in determining its shock absorption capacity. We evaluate the extent to 
which liquid assets cover debt service requirements and the stability of the institution’s access to funding. 
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Liquidity assumes particular importance for MDBs because these entities must rely on their own resources in 
the face of shocks before shareholder support materializes. Moreover, most MDBs— including the AfDB-- do 
not have access to the liquidity facilities that central banks provide to commercial banks. 

Prudent liquidity management supports very high liquidity position  

Exhibit 6 confirms the AfDB’s strong debt service coverage ratio in relation to peers in the Aaa cohort and 
the further improvement in the Bank’s liquidity position over the past year. The Bank’s policy requires it to 
meet its net cash-flow requirements over a period of one year, without having recourse to the capital 
markets. The Bank adopts a prudent investment strategy that prioritizes capital preservation and liquidity 
over high income generation by incurring higher risks. The policy’s projected cash-flow requirements include 
debt-service payments, net loan disbursements (disbursements minus repayments), the notional value of 
committed guarantees and the value of undisbursed equity investments. 

The AfDB’s debt service requirements are relatively small in 2015 but will pick up again in 2016 to 2018 
(Exhibit 7). 

EXHIBIT 6 

(Short-term Debt/Currently Maturing Long- 
Term Debt)/Liquid Assets (%) (lower = better) 

 
Source: AfDB, Moody’s 

EXHIBIT 7 

AfDB Debt Repayment Profile (million $) 

 
Source: Bloomberg 

 
The Bank’s treasury investments amounted to SDR7.35 billion, or 32% of total assets, as of 2014, up from 
29% in 2013, in addition to SDR406.7 million in cash in 2014 (from SDR954.1 million in 2013). Liquid assets 
are divided into three portfolios, namely an operational portfolio, a prudential portfolio and an equity-
backed portfolio, each with a different benchmark reflecting the cash flow and risk profile of its assets and 
funding sources. The operational and prudential portfolios are held for trading, whereas the equity-backed 
portfolio is managed over a re-pricing period of 10 years and held at amortized cost. 

The trading-based portfolio, which represents about half of treasury investments, is mostly invested in 
government and agency obligations, followed by covered financial institutions, with the largest maturity 
bucket at one year and less, and with two thirds of the portfolio with a maturity of two years and below. 
Investments in government, agency and supranational obligations must be rated at least Aa3 for maturities 
between one and 15 years and Aaa for longer maturities.  

Conversely, the amortized cost portfolio accounting for the other half of treasury investments, is invested 
mostly in the 5 year and more maturity bucket. Investments are made across the 10 year ladder 
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representing the benchmark of this portfolio. As at end-December about 56% of assets were invested in the 
5-10 year maturity bucket. Government, agency and supranational obligations represented about 98% of 
the amortized cost portfolio and end-2014. 

Reliable access to regional and global capital markets at favorable terms 

Total borrowings amounted to SDR14.375 billion and accounted for 62.6% of total liabilities and capital as 
of 2014, marginally up from 61.7% in 2013. Public issues represented the largest share of outstanding 
borrowings (68.3%), followed by Uridashi bonds (13.6%), private placements (13.1%), loans (3.6%), African 
currency bonds (1%), and Euro Commercial Paper (0.4%). Under the expanded 2014 borrowing program, 
the Bank raised a total of SDR3.2 billion. The borrowing program amount is based on a 3-year rolling 
average of the annual funding requirements and forecasts of the Bank’s activities in upcoming years.  

The Bank’s funding strategy consists of maintaining a regular presence in the global benchmark market and 
in strategic domestic markets. For instance, the Bank issued two new $1 billion global transactions, one in 
March 2014 for 3 years at 0.875% and one in September 2014 for 7 years at 2.375%, the latter representing 
the first issue at that maturity for the Bank and the longest outstanding global benchmark bond. Both issues 
were oversubscribed. 

In its effort to promote the development of African capital markets and reduce currency risk to the borrower 
by providing local currency funding, the Bank issued an inaugural Naira bond in the domestic capital market 
in Nigeria in 2014. This follows earlier issuance in Ugandan shilling bonds amounting to UGX25 billion since 
2012, and a new ZAR650 million Eurobond issued in 2014. Other issues included the maiden transaction in 
Swedish krona through the green bond market, in addition to renewed issuance in the Australian and New 
Zealand dollar markets. The breakdown of outstanding borrowings by currency after swaps: 53% in US 
dollars, 39% in euros, 7% in South African rand, and 1% other currencies.  

The borrowing program for 2015 was approved by the Board of Directors for a maximum amount of SDR4.5 
billion, comprising SDR4.3 billion to be raised in the capital markets, and SDR205 million under the 
Enhanced Private Sector assistance for Africa Facility (EPSA). As of May 2015, 30% of the targeted amount 
had already been raised: on February 2015, the AfDB issued a $1 billion 5-year bond at 1.375% which saw a 
record level of oversubscription for an AfDB global benchmark. As is the case with other AfDB benchmarks, 
central banks and other official institutions represent a large share of the investor base. 

 

Strength of Member Support: Very High 

Strong callable capital coverage, reinforced by extraordinary support 
 

Factor 3 

Scale  Very High High Medium Low Very Low  

 
+      - 

 

Contractual support primarily manifests itself in the callable capital pledge, which is a form of emergency support. 
Extraordinary support is a function of shareholders’ ability and willingness to support the institution in ways other than 
callable capital. Strength of member support can increase the preliminary rating range determined by combining factors 
1 and 2 by as many as three scores. 

 
Callable capital is a form of emergency support by shareholders in the remote case an MDB faces solvency 
or liquidity stress and has exhausted or is close to exhausting all resources on hand. Callable capital is not 
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the only way in which members can financially support MDBs. Other forms of support are incorporated 
under extraordinary support into our strength of member support assessment. 

Large discounted callable capital buffer in relation to outstanding debt underlines very high 
contractual member support 

Different from the select peers in the Aaa-rated group in Exhibit 8, the AfDB’s average shareholder rating is 
below investment grade, thus leading to a larger discount of the callable capital stock. As the Exhibit shows, 
the AfDB more than compensates for the larger discount by the accumulation of a large stock of callable 
capital from existing investment-grade shareholders in relation to the below Aaa-median leverage ratio. This 
reduces the debt/discounted capital ratio below the median for Aaa-rated MDBs in our rated universe. 

EXHIBIT 8 

Total Debt / Discounted Callable Capital (%) (lower = better) 

 
Note: Debt Service Coverage Ratio = (Short-term Debt + Cumulative Medium-and Long-term Debt)/Liquid Assets 
Source: AfDB, Moody’s 

 
Exhibit 9 shows that the share of callable capital accounted for 92.5% of total subscribed capital at end-
2014, whereas paid-up capital accounted for the remaining 7.5%. Moreover, given the credit quality of non-
regional shareholders, the likelihood that contractual support will materialize if necessary is very high, even 
as some regional member countries would face larger constraints. 

EXHIBIT 9: 

Capital Subscriptions and Voting Power (as of December 31, 2014) 

  Subscribed Capital  

Voting Power 
 Per Cent  of 

Total 

    (SDR millions)  

Regional Member Countries  
Percent of  

Total  Total Callable Paid-In  

Nigeria  9.36   6,099.4  5,635.9  316.3   9.28 

Egypt  5.42   3,532.4 3,265.6  181.6   5.38 

South Africa  4.91   3,197.1  2,982.5  138.3   4.87 

Algeria  4.24   2,762.8  2,556.5  139.2   4.21 

Libya  3.72   2,422.9 2,238.1  120.5   3.68 

Côte d’Ivoire  3.73   2,430.1 2,235.1  125.8   3.69 

Morocco  3.50   2,282.8 2,110.3  129.1   3.50 

Ghana  2.16   1,408.8 1,300.9  65.2   2.14 
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EXHIBIT 9: 

Capital Subscriptions and Voting Power (as of December 31, 2014) 

  Subscribed Capital  

Voting Power 
 Per Cent  of 

Total 

    (SDR millions)  

Regional Member Countries  
Percent of  

Total  Total Callable Paid-In  

Botswana  1.07   698.7 632.8  59.9   1.09 

Zimbabwe  2.07   1,349.9 1,243.7  67.6   2.05 

Others  19.49   12,719.8 11,723.3  668.0   19.72  

           

Total Regional Developing         

     Member Countries  59.7  38,904.7 35,924.6  2,011.6   59.6  

Non-Regional Member Countries         

United States of America  6.62   4,308.8  3,998.4  208.6   6.56 

Japan  5.51   3,587.1  3,329.2  191.5   5.49 

Germany  4.13   2,692.8  2,499.1  143.8   4.13 

Canada  3.77   2,453.0  2,276.6  157.9   3.80 

France  3.77   2,453.0  2,276.6  131.0   3.76 

Others  16.47   10,558.3  9,964.3  594.0   16.7 

           

Total Non-Regional Countries  40.3  26,228.5  24,344.1  1,426.7   40.40 

           

Grand Total   100.0   65,133.2  60,268.7  3,438.2    100.0 

Note: Total subscribed capital equals callable capital plus paid-up capital, with paid-in capital being the actually 
paid portion of paid-up capital. 

High extraordinary support demonstrated by capital contributions and cooperation agreements 
Extraordinary member support can be expressed as a function of the value that the Bank brings to its 
members. Shareholders’ very high propensity and priority of support in response to the AfDB’s role as one of 
the main forces for development in Africa mitigates the Bank’s below investment grade average shareholder 
rating. Shareholders reaffirmed their commitment to the Bank by unanimously approving the Sixth General 
Capital Increase (GCI-VI) in 2010 which raised the Bank’s authorized capital to about $100 billion, an 
increase of 200%. 

Moreover, the Bank’s role as conduit for private investment and its diverse cooperation agreements with 
other MDB’s both within and outside the region is reflected by the strong commitment of non-regional 
member countries and in the expanding membership. The Africa50 platform and the Africa Growing 
Together Fund (AGTF) co-sponsored with China are key examples of the AfDB’s leverage in the region.  
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Rating Range 

Combining the scores for individual factors provides an indicative rating range. While the information used to determine the grid mapping is mainly historical, our ratings incorporate 
expectations around future metrics and risk developments that may differ from the ones implied by the rating range. Thus, the rating process is deliberative and not mechanical, meaning 
that it depends on peer comparisons and should leave room for exceptional risk factors to be taken into account that may result in an assigned rating outside the indicative rating range. 
For more information please see our Supranational Rating Methodology. 

Supranational Rating Metrics: African Development Bank  

 
 

+ -

+ -

+ -

+ -

Very LowVery High High Medium Low

High Medium Low Very LowVery High

Very High High Medium Low Very Low

Aaa

Aaa-Aa2

Very High High Medium Low Very Low

Capital Adequacy How strong is the capital buffer?

How strong is the institutions' shock absorption 
capacity?

Sub-Factors: Position, Funding

Assigned Rating:

Strength of 
Member Support

intrinsic Financial Strength

Sub-Factors: Capital Position, Leverage, Asset Performance

How strong is members' support of the institution?

Sub-Factors: Contractual Support, Extraordinary Support

Rating Range:

Liquidity

I

http://www.moodys.com/viewresearchdoc.aspx?docid=PBC_161372
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Comparatives 

This section compares credit relevant information regarding the African Development Bank with other supranationals rated by Moody’s 
Investors Service. It focuses on a comparison with supranationals within the same rating range and shows selected credit metrics and factor 
scores. The AfDB and its peers share robust metrics across all of Moody’s factor assessments, which drive these institutions’ Aaa ratings. 
However, each supranational carries credit characteristics reflecting its unique operations and circumstances.  

Among peers, the AfDB is the weakest in Factor 1 – Capital Adequacy, though still quite strong in absolute terms. The AfDB’s Asset 
Coverage Ratio (ACR) of 45.9% exceeds the median Aaa ACR of 29.8%, thereby mitigating the medium NPL performance as compared to 
peers. The AfDB also operates with a more conservative debt/equity ratio. Regarding Factor 2 - Liquidity, the AfDB’s liquidity levels rank 
amongst the highest relative to peers, with superior debt service coverage. The AfDB also enjoys ample access to the capital markets. The 
AfDB’s Strength of Member Support (Factor 3) is very high despite its lower median shareholder rating as compared to peers. The large 
stock of investment-grade backed callable capital serves as a mitigating factor in relation to the Bank’s level of debt outstanding. In line 
with other peers, the AfDB enjoys a high degree of extraordinary member support reflecting its important development role in the region, 
conferring it preferred creditor status. 

EXHIBIT 10 

African Development Bank Key Peers 
  Year AfDB IBRD ADB IsDB [5] EBRD IADB Aaa Median 

Rating/Outlook  Aaa/STA Aaa/STA Aaa/STA Aaa/STA Aaa/STA Aaa/STA -- 

Total Assets (US$ million) 2014 33,251 358,883 115,660 13,426 63,724 106,299 63,724 

Factor 1  High Very High Very High Very High Very High Very High -- 

Usable Equity/Gross Loans Outstanding +Equity 
Operations (%)[1] 

2014 45.9 25.3 29.8 77.4 54.8 31.8 29.8 

Debt/Usable Equity (%)[1] 2014 236.4 413.0 370.2 79.5 250.6 326.2 288.4 

Gross NPLs/Gross Loans Outstanding (%)[2] 2014 3.1 0.3 0.0 1.0 5.6 0.2 0.3 

Factor 2  Very High Very High Very High Very High Very High Very High -- 

ST Debt + CMLTD/Liquid Assets (%)[3] 2014 16.6 78.7 57.9 62.1 43.7 53.0 43.7 

Bond-Implied Ratings (Average) 2014 Aaa Aaa Aaa Aa3 Aa1 Aa1 Aaa 

Intrinsic Financial Strength (F1+F2)  Very High Very High Very High Very High Very High Very High -- 

Factor 3  Very High Very High Very High Very High High Very High -- 

Total Debt/Discounted Callable Capital (%)[4] 2014 52.1 92.8 48.5 141.6 165.3 73.6 73.6 

Weighted Median Shareholder Rating (Year-End) 2014 Ba2 Aa3 Aa3 Baa3 Aa1 A3 Aa1 

Rating Range (F1+F2+F3)  Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 -- 

Notes: 

[1]  Usable equity is total shareholder's equity and excludes callable capital 
[2]  Non performing loans 
[3]  Short-term debt and currently-maturing long-term debt 
[4]  Callable capital pledge by members rated Baa3 or higher, discounted by Moody's 30-year expected loss rates associated with ratings. 

Source: Moody’s, AfDB, MDB Financial Statements 
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Appendices 

Rating History 

African Development Bank 

  Issuer Rating 

Senior Unsecured  Outlook  Date    Long-term Short-term 

Rating Affirmation  -- -- -- -- Aug-14 

Outlook Assigned -- -- -- Stable Nov-03 

Rating Assigned -- P-1 -- -- Mar-00 

Rating Assigned Aaa -- -- -- Dec-94 

Rating Assigned -- -- Aaa -- Mar-84 
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Annual Statistics 

EXHIBIT 11 

African Development Bank  

  2006 2007 2008 2009 2010 2011 2012 2013 2014 

Key Financial Statement Statistics (million $)                   

Balance Sheet Summary                   

Assets 18,552.3 19,093.3 19,363.0 26,940.3 29,482.8 31,106.8 32,605.1 32,335.0 33,251.4 

  Liquid Assets 9,361.4 8,571.4 7,960.9 12,119.9 12,057.3 12,181.8 11,325.5 10,841.0 11,225.9 

  Gross Loans 7,959.7 8,754.7 8,987.1 11,817.6 12,771.5 14,390.9 16,928.1 17,842.2 18,324.3 

  Gross Equity Investments 179.2 299.1 290.8 367.6 419.3 475.6 674.0 808.5 864.7 

     Net Loans 7,302.6 8,178.4 8,650.9 11,461.1 12,335.1 13,925.8 16,426.6 17,300.9 17,778.2 

  Other 1,709.0 2,044.5 2,460.5 2,991.7 4,671.2 4,523.6 4,178.9 3,384.5 3,382.7 

Liabilities 11,853.5 11,653.2 12,184.8 19,507.5 22,059.2 23,612.3 24,397.8 23,354.7 24,442.6 

  Borrowings 8,831.5 9,795.8 10,331.2 16,587.2 18,450.4 19,809.5 20,408.5 19,939.1 20,828.0 

  Other 3,021.9 1,857.4 1,853.6 2,920.3 3,608.8 3,802.8 3,989.3 3,415.7 3,614.6 

Capital and Reserves 6,698.8 7,440.1 7,178.2 7,432.8 7,423.5 7,494.5 8,207.3 8,979.8 8,808.8 

  Paid-in Capital 3,464.7 3,692.2 3,613.2 3,684.5 3,627.8 3,847.3 4,364.0 4,846.5 4,981.3 

  Cumulative Exchange and Currency  Adjustments -234.3 -253.0 -248.0 -253.9 -250.4 -246.6 -256.4 -265.9 -251.4 

  Total Reserve (of which) 3,468.4 4,000.9 3,813.0 4,002.3 4,046.1 3,893.7 4,099.6 4,399.2 4,078.9 

       Reserves 2,519.2 2,860.1 2,983.9 3,288.8 3,274.2 3,330.7 3,239.7 3,418.1 3,177.2 

       Net Income 291.9 511.5 469.3 362.4 329.0 252.6 305.3 277.7 219.8 

       Loan and Equity Loss Provisions 657.1 576.3 336.2 356.5 436.4 465.1 501.5 541.3 546.1 

Equity                   

  Total Subscribed Capital 32,787.7 34,280.6 33,524.9 34,203.2 36,844.6 57,299.4 100,230.3 100,423.6 94,365.7 

      (-) Callable Capital (CC) 29,240.7 30,564.6 29,895.9 30,504.5 33,186.1 52,249.8 92,603.1 92,781.6 87,317.9 

          o/w: (CC of Aaa/Aa Countries) 10,979.8 11,485.5 11,204.8 11,520.9 11,582.1 24,947.3 32,699.6 32,737.9 26,421.9 

          o/w: (CC of Investment Grade Countries) 14,131.1 14,812.6 14,447.8 14,906.7 14,979.9 33,530.9 44,284.8 44,346.2 41,083.0 

          +/- Net Overdue or Prepaid Subscriptions -4.3 -3.3 -2.8 -3.9 -1.3 -1.6 0.2 0.2 0.3 

  Paid-in Capital 3,542.8 3,712.7 3,626.2 3,694.7 3,657.3 5,048.0 7,627.5 7,642.2 7,048.1 

          Less Non Negotiable Instruments Rcvd Not Yet Due 30.7 24.3 0.0 12.8 7.1 4.7 3.0 1.9 1.1 

          Plus/minus Cum. Exchange Adjust. on Subscription -234.3 -253.0 -248.0 -253.9 -250.4 -246.6 -256.4 -265.9 -251.4 

          Less Paid-in Capital in Non-convertible Currency  173.2 182.0 177.4 180.5 177.3 176.8 0.0 0.0 0.0 

          Plus reserves and Net Income 3,468.4 4,000.9 3,813.0 4,002.3 4,046.1 3,893.7 4,099.6 4,399.2 4,078.9 

  Equals Usable Equity 6,572.9 7,254.3 7,013.8 7,249.7 7,268.5 8,513.6 11,467.7 11,773.6 10,874.5 

          

Total Liabilities and Equity 18,552.3 19,093.3 19,363.0 26,940.3 29,482.8 31,106.8 32,605.1 32,335.0 33,251.4 
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  2006 2007 2008 2009 2010 2011 2012 2013 2014 

Income Statement Summary (million $)                   

  Gross Income 858.5 911.9 884.0 855.7 804.6 715.0 870.9 763.8 701.7 

     Income on Loans 492.4 538.3 541.5 451.3 451.3 483.0 539.3 515.5 495.3 

     Income on Investments 321.7 366.2 312.5 349.5 337.6 259.2 303.8 202.1 191.8 

     Other 44.5 7.5 30.0 54.9 15.7 -27.3 27.9 46.2 14.5 

  Gross Expenses 566.6 400.4 414.8 493.3 475.6 462.4 570.1 486.1 481.9 

     Interest and Financial Expenses 422.1 522.6 489.2 365.3 272.2 314.2 333.9 301.7 224.2 

     Unrealized net gains on non-trading derivatives -47.7 -88.5 6.5 4.6 63.0 4.7 15.6 -52.5 43.2 

     Provisioning for Loan and Equity Investment Losses 130.0 -109.7 -164.3 16.0 14.0 17.6 45.3 48.0 25.0 

     Administrative Expenses 55.5 66.7 72.1 98.9 115.5 122.1 165.3 170.9 178.4 

     Other 6.9 9.3 11.3 8.5 10.8 3.9 10.0 18.0 11.0 

  Net Income 82.5 322.0 73.0 107.4 103.6 79.1 131.7 112.2 45.9 

Key Financial Ratios                   

Capital Adequacy (%)                   

Usable Equity/Gross Loans Outstanding + Equity 
Operations 82.8 78.3 71.1 60.8 56.9 50.8 47.2 48.4 45.9 

Debt/Usable Equity 131.8 131.7 143.9 223.2 248.5 264.3 248.7 222.0 236.4 

Gross NPLs/Gross Loans Outstanding 12.7 10.9 4.7 3.6 3.8 3.3 2.8 2.9 3.1 

Allowance for Loan Losses/Gross NPLs 0.0 65.2 60.4 79.3 84.2 90.3 98.8 105.0 106.4 

Return on Average  Assets 0.5 1.7 0.4 0.5 0.4 0.3 0.4 0.3 0.1 

Interest Coverage Ratio (x) 1.2 1.6 1.1 1.3 1.4 1.3 1.4 1.4 1.2 

Liquidity Ratios (%)                   

Liquid Assets (incl. Special Reserve)/Total Assets 50.5 44.9 41.1 45.0 40.9 39.2 34.7 33.5 33.8 

Liquid Assets (incl. Special Reserve)/Total Borrowings 106.0 87.5 77.1 73.1 65.3 61.5 55.5 54.4 53.9 

ST Debt + CMLTD/Liquid Assets 11.2 26.9 24.5 21.2 25.1 38.1 56.7 37.3 16.6 

Bond-Implied Ratings (Average) Aa1 Aa1 Aa1 Aa1 Aa1 Aa1 Aa1 Aa1 Aa1 

Strength of Member Support (%)                   

Callable Capital of Aaa-Baa3 Members/Total Callable 
Capital 0.0 48.3 48.5 48.3 48.9 45.1 64.2 47.8 47.8 

Total Debt/Discounted Callable Capital[4] 64.3 67.1 72.6 113.1 104.9 62.6 49.9 47.5 52.1 

Weighted Median Shareholder Rating (Year-End) Ba1 Ba1 Ba1 Ba1 Ba1 Ba1 Ba3 Ba3 Ba2 

Notes: 

[1]  Usable equity is total shareholder's equity and excludes callable capital 

[2]  Non-performing loans 

[3]  Short-term debt and currently-maturing long-term debt 

[4]  Callable capital pledged by members rated Baa3 or higher, discounted by Moody's 30-year expected loss rates associated with ratings 

Source: Moody’s, AfDB Financial Statements 
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Moody’s Related Research 

Credit Opinion: 
» African Development Bank  

Special Comment: 
» African Development Bank Meetings Highlight Long-Term Challenges the Continent Faces in Improving 

Sovereign Credit Quality,  May 2014 (171060) 

Rating Methodologies:  
» Multilateral Development Banks and Other Supranational Entities, December 2013 (161372) 

» Sovereign Bond Ratings, September 2013 (157547) 

Moody’s Website Links: 

» Sovereign Risk Group Webpage 

» Supranational Ratings List 

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of 
this report and that more recent reports may be available. All research may not be available to all clients. 

Related Websites 

For additional information, please see: 

» The Sovereign Risk Group Webpage  

» Supranational Ratings List  

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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