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IFC: A MEMBER OF THE WORLD BANK GROUP
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DEVELOPMENT FINANCE TODAY

Major opportunities for mobilizing private capital to:

® @

End Poverty Boost Shared Prosperity

Tackle Climate Change Advance Gender Equality

nnnnnnnn
Finance Corporatson
WORLD BANK GROUP



Burkina Faso

IFC: SIX DECADES OF
EXPERIENCE

In mobilizing private capital for
development

More than $285 billion invested since
our founding in 1956

The world’s largest development finance
institution focused on the private sector

Leveraging the full range of
World Bank Group capabilities

Experience Matters.
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A comprehensive approach to tap the power
of the private sector by:

0 Establishing regulatory and policy
frameworks that improve public governance
and enable markets to thrive

W
r 0 Promoting competition and innovation
0 Achieving demonstration effects that
encourage replication
0 Introducing new solutions driven by
improved technology and logistics

0 Building capacity and skills to open new
markets
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Global Context: Meeting Development Goals in a
Challenging Context

More than 3 million new jobs are needed every month in Africa,

MENA and South Asia...

Increase in working age population per month
Over the next 15 years, thousands

Sub-Saharan
Africa

South Asia

MENA

Latin America
and the Caribbean

EAP (ex-China)

East Asia
and the Pacific

Europe and
Central Asia

Source: World Bank and United Nations Population Division's World Population Prospects
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Global Context: Meeting Development Goals in a
Challenging Context

$3 trillion per year are needed to reach SDG goals, including ...

Investment Gaps in Reaching SDG'
In US$ Billion

1000

800

600
40
20 Annual Investment gap
. = (average 2015-2030)
<4+ |nvestment (2014)

Power Transport Telecoms Water Food Climate Health Education
Security Change

o

o

o

Source: World Bank Group. 2017. Global Economic Prospects, January 2017
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Global Context: Meeting Development Goals in a
Challenging Context

Trillions of investments needed to mitigate and adapt to climate change ...

MIC and Mitigation

0 UMIC emitted 45% of
global CO, in 2014
0 LMIC emitted 12%

Rank 1 169

Physical impacts adjusted
for coping ability

Source: Center for Global Development, “Quantifying Vulnerability to Climate Change”
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Global Context: Meeting Development Goals in a
Challenging Context

Increased fragility and conflicts that are not contained by borders...

More countries experienced violent conflict in 2016 than at
any time in nearly 30 years.

@ 65.6 million people forcibly displaced globally.

Fragility threatens to slow — or reverse — recent gains in
poverty reduction. If current trends persist, by 2030, more
than half of the world’s poor will live in countries affected
by high levels of violence.

Source: UCDP/PRIO Armed Conflict Dataset - UNHCR Global Trends 2017, as of end-2016 - OECD 2015
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Meeting Development Goals: The World Bank Group’s
Unique Positioning

The WBG business model ...

Global reach Convening Power & Partnership

Public & Private Knowledge

... maximizes development impact.
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Meeting Development Goals: The World Bank Group’s
Unique Positioning

The World Bank Group is uniquely positioned to mobilize domestic
resources, attract private capital, and create markets.

Use of public sector solutions
helps to:

0 Establish a supportive investment
climate to mobilize private capital for
investment in development

0 Address market failures & reduce
risks.

Use of private sector solutions
helps to:

0 Create jobs in a sustainable manner

0 Improve access to services,
innovation and technology

0 Demonstrate commercial viability of
new markets

0 Improve domestic resource
mobilization, from tax revenues to
capital markets

0 Strengthen financial intermediation &
expand local capital markets

1 Enh oi di 0 Generate tax revenues
nhance public expenditure . . .
management 0 Mobilize third party capital
0 Increase competition, set standards &

improve sector performance

Both private and public sector arms play an equally important role.

- CIFC
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IFC’S TOOLS AND PLATFORMS

Reducing investment risks in countries, sectors, and projects

Mobilization Platforms Blended Finance

0 The Managed Co-Lending Portfolio 0 Uses small amounts of concessional
Program: Crowds in billions in private donor funds to mitigate risks, opening
capital from insurance companies and the door to much larger amounts of
others for IFC projects. private investment.

0 IFC Asset Management Company: 0 IDA 18 IFC-MIGA Private Sector
Manages billions in assets for Window: Mobilizes private investment
investment in IFC projects. and contributes to creating markets in

the most challenging economic
environments.
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IFC’S STRATEGY

Maximizing Development Impact, Maintaining Financial Sustainability

Industries Challenges Regions

that contribute to with the largest risks with the greatest
productivity and growth and opportunities poverty and fragility

International
Finance Corporation 14
WORLD BANK GROUP

EIFC




IFC’S STRATEGY

Key Focus Areas

FOCUS INDUSTRIES FOCUS CHALLENGES FOCUS REGIONS

Climate Finance

Agribusiness Fragility

Financial Inclusion

Digital Economy
Health and Education

CROSS CUTTING: Gender, Disruptive Technology, Developing Local Capital Markets,
Scaling up Mobilization

SUSTAINABILITY

Strong environmental, social, and governance standards are critical to
IFC’s business growth and development impact
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WHAT WE DO

Integrated Solutions, Increased Impact

IFC ASSET
MANAGEMENT
COMPANY

INVESTMENT ADVICE

Loans Innovative Solutions
Combining IFC’s
Expertise and Tools to:

0 Mobilizing and Managing

Equity Capital for Investment

Trade and Commodity

Finance
Syndications

Derivatives and
Structured Finance

Blended Finance
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Help Create New
Markets

Unlock Investment
Opportunities

Strengthen Clients’
Performance and
Impact

Improve Environmental,
Social, and Corporate
Governance Standards




EQUITY

TRADE AND
COMMODITY
FINANCE

SYNDICATIONS

DERIVATIVES AND
STRUCTURED
FINANCE

BLENDED FINANCE
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INVESTMENT

Project and corporate financing
On-lending through intermediary institutions

Direct equity investments
Private equity funds

Guarantee of trade-related payment obligations of
approved financial institutions

0 Capital mobilization to serve developmental needs
0 Over 60 co-financiers: banks, funds, DFIs

Derivative products to hedge interest rate, currency, or

commodity-price exposures of IFC clients

Using donor funds to crowd in private financing
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TO COMPANIES

TO FINANCIAL
INSTITUTIONS AND
FUNDS

TO
GOVERNMENTS
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ADVICE

Attracting private investors and partners
Entering new markets
Increasing impact

Improving operational performance and sustainability
standards

Advancing gender equality

Strengthening risk management, diversifying product offerings

Promoting universal access to finance, strengthening capital
markets, and establishing credit bureaus and collateral
registries

Developing the private equity industry in frontier markets

Structuring public-private partnerships that improve people’s
access to high-quality infrastructure and basic services

Implementing reforms that encourage private investment, spur
growth, and create jobs




SUSTAINABILITY

Critical to Client Success, Development Impact

IFC’s commitment to environmental and social sustainability and
good corporate governance helps clients:

Improve business performance Protect the environment
SR v _a_ffected Enhance transparency
communities
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SDG LINE OF SIGHT

IFC Articles of ...and imply two ...as a means to
Agreement define 4 d Objectives contribute
its mission to SDGs.

SECTOR

IFC ARTICLES PROJECT OUTCOMES IMPACTS
OF AGREEMENT Implement Implement projects 0w CROSS-SECTOR
(Art.1) Investment & that generate bl IMPACTS
Advisory (positive): ' MY

.further economic Projects to ﬁ;%’;‘g?y‘w‘de

development support private

e Stakeholders
by encouraging activity that impact

generates

the growth of impact

productive private
enterprises

Environmental
impact

...seek to stimulate, MARKET CREATION
and to help

create conditions

Implement Create markets that

n deliver inabl
conducive to the /I‘('c}/\fisstor?;??i(i:\ects éaevedlgprﬁe?wlési'rtsphaclt) e
flow of private e by and ther'efore are:
capital, domestic development Sustal‘nable
and foreign, of new markets clstee
into productive or systemic Resilient
investment in changes to Integrated
member countries existing markets Competitive
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COVID-19 RESPONSE

Supporting Critical Industries

The Real Sector Crisis Response
Facility will provide $2 billion to support
existing clients in the infrastructure,
manufacturing, agriculture and services
industries vulnerable to the pandemic.

Helping Clients
Pay Their Bills

The Working Capital Solutions

Program will provide $2 billion in funding
to emerging-market banks to extend
credit to help businesses shore up their
working capital, the pool of funds that
firms use to pay their bills and

employees’ salaries.

CIFC
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Keeping Trade Flowing

The Global Trade Finance Program will
provide $2 billion to cover the payment
risks of financial institutions so they can
provide trade financing to companies
that import and export goods.

Shoring Up
Local Banks

The Global Trade Liquidity Program, and
the Critical Commodities Finance
Program, will together provide $2 billion
in funding and risk-sharing support to
local banks so they can continue to
finance companies in emerging markets.
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COMPLEXITY ECONOMICS AUDIENCES

Policymaker

Evidence
for Policy
Design

Strateqgist

Sustained
Growth

Feasibility &
Unlocking

Client

Expansion
Insights

License




Frameworks

Using Complexity Economics & Fitness (CEF)
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Capabilities + Constraints to Opportunities
Analytical Foundation of IFC 3.0 — Creating Markets

®| reasivilityindicates
potential future

0 What you make and how products [CDC]
complex it is indicates

capabilities [COS]

Projects (build capabilities)

Upgrade: Complexity Gain

[ Current Products ]I > Future Products
A A

m

0

o
||i
3

=

Strategy to Relax Constraints to Private Sel

12)

Constraints expressed
through strategy [CPSD,
SCD, CPF]
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@ Country Opportunity Spotlight (COS) Logical Framework

Filter ) Plausible Which

Industry capabilities?

other
countries
that cracked
the industry
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® CPSD instrument”squares” perspectives

Country
Vision

The Country Private
Sector Diagnostic
(CPSD) assesses
opportunities for and
constraints to
private-sectorled
growth.

Constraints & ” Complexity &
Feasibility

Comparators
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Vision: Emerging Senegal Plan 2016-35 (PSE)

An emerging Senegal in 2035, providing a cohesive society under the rule of law

Approche pour identifier les réformes et projets

phare de la stratégie industrielle du Sénégal

(Basée sur le PSE)

SENEGAL EMERGENT

inclusive soutenue et durable

MOTEURS D'EMPLOIS & I'INCLUSION SOCIALE MOTEURS D'EXPORTATIONS ET IVIDE

Promotion de I'agriculture
commerciale et modernisation de
Tagriculture familiale

Pleine exploitation des.
ressources miniéres

Développement de Ihabitat Positionnement du Sénégal
<5F social et d'un écosystime de comme hub logistique
construction etindustriel régional
Positionnement de Dakar comme
Modernisation graduelle de - e R
Véconomis sociale B ol marisme

Capital

stratégique de Humain
I'énergie

Renforcementde la capacité d'impulsion de 'Etat

Structural transformation of the economy through the
consolidation of current engines of growth and the development
of new sectors to create wealth, jobs, and social inclusion, with
a strong capacity to export and attract investment.

Atouts:

Horizontal

Type d’instruments

Vertical

Quels réformes et projets?
(« Comment? »)

Accs des TPE

B Alignement de
Bancarisation des bas et PME . ¢
Tevenes e Structurationet Tenseignement
formation continue besoins de
Développement Zones
Fonds Sénégal ‘acedliné dea Economique
Emergent Q‘:Lfm'ihm:: Speciales Plan
niques intégre de
fessionnelles
Mise 3 disposition — | EYERN e
acetlired du Aecés des ANEE R T
e = Redrssement des
informels 3 la.
dattractivité
Développement du protection saciale
erédit immobilier 2.3 plateformes =
industrielles industriels
intégrées wégrés
i o = L. Diffosiondes TIC ————
el - dans Véconomie

Ecosystéme de
construction
(matériaux et BTP)

Reéformes
Création de 3 3 ples industriels Restructuratia fondamentales
agropoles int e nde lafiliere
transformation des arachide
‘produits de lamer

Projets
industriels

Projets
industriel

Développement
delafilidre
phosphates

ls
els

CourtTerme (0-2 ans) Long Terme (3-10ans)

Temps d'impact

Quelles priorités sectorielles ? (« Ou? »)

150

140 -

130

= o
° S

Force dusecteur
o
]

(nembre ACR/taille dusecteur)

o
17
o

Produits chifiques

Agro-alimentaire

Produits mi !riux non

métalliques

I
1
I
I
1 Textile

R )
I
|
, ué !
Métauxfabriqués \
I

1.10 115
Position surla chaine de valeur
(PCISenegal - PCI Monde)

*Adopted in 2014, PSE is a three axis or pilar program.

Source: Republic of Céte d’Ivoire (2016), IMF Country Report No. 16/388 (2016), UNECA (2018).
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PSE builds capabilities but competitiveness not yet in top quatrtile

Senegal maintains competitiveness in key crops and food sectors, but has
yet to realize full impact of strategic attention in focus areas

Crops and Food improveslowly

= Since 2007, Senegal lost global competitiveness in
oil & gas extraction, leather, and computers &
electronics

= Beverages, forestry, petroleum derivatives, and food
show improvement to above 50-percentile global
competitiveness

= There was widespreadimprovement in more
complex sectors from electrical equipment to
primary metals and chemicals but to median levels

= Progress more broad-based than PSE suggested.
PSE aims at increasing the productivity of Senegal’s
econony in strategic sectors (infrastructure,
agriculture, mining and tourism), betw een 2014 and
2018, withan average of 7% grow thand aiming at
positioning Senegal as an emerging economy by
2035

= The PSE strategy recognizes the agricultural sector
as the engine for growth, and provides opportunities
forinvestments to increase food security, increase
competitiveness and reduce barriers to stimulate
private investment in agriculture, increasing incomes
for smallholders/firms and generating employment.
There is progress in domestically consumed crops
(e.g., rice), but not as much progress in export-
oriented crops (eg, tomato).

Sector fitness measures both the level of within-sector

div ersification and balance of more sophisticated product
competitiveness relative to all other countries — top decile (0.9-1)
denotes world class and diversified.

EIFC
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Senegal Sector Fitness

2007 and 2016
Oil & Gas

Chemical

Computer & Electronics

Transportation

Primary Metal

Machinery

ST~
SEA

e
‘i,

>,

S
S

-
./
<. ‘)/ Y / / /
N A
4
X A /
N ./
* /
P Koo/
- N
S
N &
_ .
s
.
- A

/
VA AT N
’“///» / Vaysy.
S / / /*~
/
/

Minerals & products

- Petroleum & Coal derivatives

s - ~'
// g
s

“‘ Fabricated Metal

Mining Textile Material
FurnitureElectrical E(1:|uipment
----- 2007 ——— 2016

Source: Tacchella & Cader (2018). IFC Global Macro & Market Research & University of Rome.




Feasibility benchmarking identifies sector deep dives

Low complexity goods do not match high labor costs

Simple production dominates Highestvolume exports are on low-end of complexity spectrum

" Only Comp|eX prOdUCt Senegal top products on Complexity (y-axis) & Feasibility (x-axis), 5 yr export growth (size)
competitively exported is Top 20
phosphoric acid — the remainder N
are low complexity é_ . ° ’ '
= Low complexity or simple S
production means that many " | Tomato
other low income countries are industry
competitive in the same | should be
industries more

°= | feasible -
illustrates
o= | constraints

= The endowments and capabilities
needed to compete successfully
are available in most countries

= 9 of top 27 industries have a
decreasing 5 year growth rate .

Complexity

(S ma”er S|zed g raph Symbols) o Wigs other than complete wigs, false beards, eyebrows & eyelashes, switches & the like, of synthetic textile materials

g- Natural calcium phosphates, natural aluminium calcium phosphates & phosphatic chalk, ground
. . or M1 liPKNaturalcalcium phosphates, .
= CEF pinpoints fresh Tomato - = (A Tomotoes,resciles
. v Soups & broths & preparations théfefor € = * = "= * = = "= * %

IeSS feaSIble (0' 26) than 0o Commodities not specified according to kind * + + @® * +

comparators like Kenya (0.33) - cfton ot e

Wh ’) 0.05 0.10 0.15 0.20 0.25 0.30 0.35 0.40 0.45 0.50 0.55 0.60 0.65 0.70 0.75

y - Feasibility (higher is more feasible)
Top product/industry exports (27 categories each over $15 mil) across 11 sectors

Source: IFC
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Tomato sector hit with binding and specific constraints

Tomatoes should be more feasible in Senegal, but suffer froma number of
economy-wide or binding constraints

Constrained growth Constraints affect SMEs and Industrials in Horticulture and Processing

= Tomato pOSt_harVESt |OSSES_ reach Senegal tomato value chain suffers from many constraints
about 20 percent of production.

' o i Key | T hai
= A third of tomato production is double ey Issues on Tomato Chain

concentrated and 2,000 to 3,000 tons Inputs Growing Processing Distribution End Point
are dried.
1 i L lity?
= Imports of triple concentrated tomato ”e‘VA“eSS S
reached 10,000 tons, covering 35 secting) | smal | Grower| >(Local Markets
percent of the domestic needs. gllection, Waste

Fertilizer
/

= More than 1,500 processing
companies, only 600 formal.

hinfed, A2F
Fresh Repacker| Inflonwality
>4
- s ECOWAS
Logistics/cold|cha|n

= Growth diagnostic constraints are | »{ Medium

Irrigation

infrastructure (logistics), market failures "
(informality), and micro risks (lack of S o L arketer
paCkagIng). Eoasiia] T Ladks Network/QA

ProcessedJ > Remanufacturer

= A Japanese firm will invest in a new

tomato-producing area. It becomes Industrial [

economical by expansion into A Phytoshnitary
manufacture of tomato-based & restrictions
processed goods in Senegal.

EU/G20

\ 2 QA Sanctighg

Customs

Clearange delays

= Access to tomato processing markets

v
nearby is attractive - including Nigeria MoCommerce |~
and Ghana, allowing entry of the

Japanese sponsor into ECOWAS.

CIFC

Source: Global Markets & Research, IFC, InfoDev
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® Complexity Gain or “Unlocking” Decision Framework

High
Complexity
Gain

Role for IFC and other
Development Finance
Institutions as complexity
gain is high, and dewveloping
these products is relatively

infeasible (without policy
work, technical advice, and
strong long-term investment
support).

Infeasible Feasible

Less feasible but lower Targeted by private investors
complexity gain implies on commercial terms.
requirement beyond merely
financial (e.g., self-
sufficiency in food), and may

be targets favored by impact
investors or blended finance.

Lower
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® Complexity Gain or “Unlocking” Potential of Sample Project

Within Automotive Sector, Car Parts is quite infeasible in South Africa
Yet a high expected complexity gain...it is likely to unlock many more complex sectors

Project likely to have development impact

Motorcycles & parts RCA (2016)
\ SouthAfrica e
. sponsortte:jr?et of c{:-lr rﬁ)’aﬁs Ll Care (100000
is expected to create hi -—
P . . 9 Car Parts Cars (<25OOCC} Vehicles for public s
complexity gain of between s 12} transport
-]
0.8 and 1.2. ‘; 10l Cars (>2500cc) ]
. = o 0.6
« Motorcycle parts is the only g ., —
. . [="R VB .
product group within sector §
which has higher 3 06 ]
complexity gain than car 8 04l
parts. It shares a similar . -
T 0.2}
feasibility range.
- South Africa is generally ooLCountry Anaivlics, IFS - - 0
not globally competitive in \ Feasibilty =~ ' /
car parts- Vehicles for transport Special Vehicles (e.g.

of goods tractors, for road

works, etc.)
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Takeaways

« Used in SCDs, CPFs and CPSDs Strategy Instruments & project Market Creation

 |FC and WB used CDC and COS to...
* Vision check: Are government focus industries feasible given the available
capabilities?
- Trade-off choices given the Vision goals (country strategy targets for 1.0->3.0)
- Talking points for engagement with client countries (MoE, Mol)
* Analytics for client dialogue: What would it take for the private sector to enter an
industry which is (in)feasible?

« Two strategy analytical instruments available (COS or Country Opportunity Spotlight
and CDC or Country Development Complexity)

« 5-day COS and 15-day full-time equivalent CDC production times
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Takeaways — Complexity Economics & Fitness

EconomicFitness
» A measure for economic developmentthat captures a country’s level of available endowments
and productive knowledge (also known as capabilities)
» Helpsforecastlong-term growthand assess a country’s competitivenessin different
industries

Product Progression
» Describesthe general pathway of countries as they develop new industries, following their
process of industrialization
» Assigns a probability over long-term horizons
» Helpsdeterminefeasible opportunities for capability upgrade and diversification

Product Complexity
» Measures the exclusiveness of different goods and services: industries that require many
diverse and non-ubiquitous capabilities are very complex — they are exported competitively by
only few countries
» Helpsdeterminethe potential aggregate capability gain as countriesdevelop
competitivenessinanew good or service
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