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Challenges for Multilateral Development Banks
in Moving to a Post-COVID-19 World

- New Initiatives of IFC in Financing and Funding -

International Finance Corporation (IFC)
John Gandolfo, Treasurer and Vice President
Maki Yasui, Senior Financial Officer

Rapid vaccine development and improved
rates of inoculation in many parts of the
world are leading the way in the global fight
against COVID-19, but many developing
countries remain far behind on road to
recovery. While recent data show the world
economy is on the rebound, COVID-19
has reversed hard-won gains in poverty
reduction achieved over the past few
decades. According to the World Economic
Outlook (April 2021), the number of people
living in extreme poverty increased by 95
million in 2020 alone, and an additional 80
million people became malnourished'. We
are also seeing a growing loss of educational
opportunities in developing countries,
potentially leading to further disparities in
income and living standards compared to
the developed world.

However, according to the International
Monetary Fund (IMF), the medium-term
impact of COVID-19 to the global economy
is less severe compared to the aftermath of
the 2008 global financial crisis. Developed
countries were significantly affected then,
but this time it is low-income countries and
emerging markets that are expected to suffer
deeper damage. Countries have adopted
aggressive financial support packages to
avoid serious recessions and widespread
employment loss, but, as the crisis prolongs,
some developing countries have no choice
but to end these packages over lack of
financial capacity. Efforts to counter the
effects of COVID-19 must continue until the

pandemic subsides.

Multilateral development banks and the
private sector have a critical role to play
in the recovery of our global economy.
“Sustainable investments” can help overcome
the challenges we face today to build a better
future for people around the world.

World Bank Group COVID-19
Support Packages

Since the outbreak of the pandemic, the
World Bank Group (WBG) has approved
more than $150 billion in loans to more than
100 developing countries, and it has helped
countries strengthen national health systems
for their poorest and most severely affected
people. At the 103rd World Bank Group-
IMF Joint Development Committee Meeting
in April this year, the WBG announced
that it would work closely with the IMF
and bilateral and multilateral institutions
to procure and distribute vaccines and
medical supplies in developing countries.
Additionally, the WBG has been working
to develop a common framework for public
debt deferment and debt restructuring,
support economic and social development
after COVID-19, continue to respond to
climate change, and further support the
private sector in developing countries’.

As part of the WBG’s pandemic response,
the International Finance Corporation
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(IFC), the private sector arm of the WBG,
introduced an $8 billion fast-track COVID-19
funding package in March 2020 to help
existing clients whose operations and
ability to comply with payment obligations
are impacted by COVID-19. Subsequently,
in July 2020, IFC established a $4 billion
Global Health Platform (GHP) to provide
medical supplies to developing countries.
Of that amount, $2 billion comes from IFC’s
own account and the other $2 billion from
IFC’s mobilization efforts’. As a result of
these aggressive support initiatives, IFC’s
investment and loan commitments for
fiscal year (FY) 2021, which closed at the
end of June, reached a record high $31.5
billion. Medium to long-term investment
and loan commitments increased from $22
billion in FY20 to $23.3 billion in FY21. One-
third of this was directed to Africa and the
Middle East, and it supports projects such
as manufacturing and the sale of medical
supplies, solar power generation, and finance
for small and medium-sized enterprises.

The Government of Japan has contributed
$190 million to the WBG’s trust funds,
including $10 million for the GHP, to
support pandemic preparedness and
response. In addition, Japan has accelerated
capital increase payments to the World
Bank and IFC to help the WBG more
quickly scale up efforts to support a strong
economic recovery and sustainable post-
pandemic society. In June 2021, Japan made
a second capital increase payment to IFC of
approximately $460 million.

Sustainable Investment Supports
the Post-COVID Recovery

We now need to set our focus on a post-
COVID recovery. During the pandemic,
public sector entities such as national
and local governments led the emergency
response. On the contrary, after the pandemic,
the private sector will play a major role in
rebuilding industries, normalizing of labor
flows and supply chains, and increasing
trade and direct investment.

Sustainable investment is a growing trend
globally. It is encouraging that during the
pandemic, attention was focused not only
on public health but also on a wide range
of issues related to the United Nations
Sustainable Development Goals (SDGs),
including mitigating climate change, gender
inequality, and racial discrimination.

We also need to continue to work on the
challenges that hamstrung economic
development in developing countries even
before the pandemic exacerbated issues. For
example, according to the IFC infrastructure
team, about 800 million people worldwide
do not have access to electricity, one-third
of the world’s 7.7 billion population does
not have safe drinking water, and more
than 3 billion people do not have access
to the internet and mobile services. Waste
continues to grow every year, and by 2050,
low-income countries will triple the amount
of waste they produce®. COVID-19 revealed
many of the resilience issues we face
globally because of a lack of diversification
of the supply chain of goods. We learned
that we can recover from the pandemic
more quickly if we allocate more funds to
achieving the SDGs, diversify supply chains,
and accelerate sustainable investments.

As interest in sustainable investment grows,
so does the need for impact assessment
and monitoring methods. In April 2019,
IFC teamed up with international financial
institutions and private partners to lead
the launch of “the Operating Principles
for Impact Management”, with the
aim of bringing greater transparency
and credibility to the impact investing
market’. As of July 2021, there are over 130
signatories to the Principles. Three Japanese
institutions-JICA, MUFG Bank, and Nippon
Sangyo Suishin Kiko Group (NSSK)-have
signed the Principles and the number of
Japanese signatories is expected to increase.

In addition, in March 2021, IFC, together
with the Global Impact Investing Network
(GIIN) and major impact investors,
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announced “Joint Impact Indicators” (JII)°.
JII sets indicators in the areas of gender,
employment, and climate to reduce the
reporting burden on investee companies
and provide comparable data that is useful
for investors in their investment decision
making process. By setting clear common
indicators, it is expected that the effect,
transparency, and accountability of impact
investing will be improved.

The WBG is promoting “Green, Resilient
and Inclusive Development” to reduce
poverty in developing countries and achieve
both decarbonization and economic growth.
Under its new Climate Change Action
Plan announced in June 2021, the WBG
will act in line with the goals of the Paris
Agreement’. From now through FY25, IFC
has committed to increase its climate finance
to 35% on average for its own account long-
term financing commitments, up from 30%
in FY20, and further work to create and
foster green markets in the private sector
of developing countries. IFC will also
strengthen its work upstream, which means
that IFC gets involved in project development
from the initial stages and proactively
seeks investment opportunities. IFC will
also continue its role as a market creator
by helping to craft policy and regulatory
conditions to attract future private sector
investments.

Gender disparities have also widened
during the pandemic. Female-led small
and medium-sized businesses (SMEs) have
been disproportionately impacted and
these businesses were 7 percentage points
more likely to close compared to male-led
SMEs®. IFC provides finance for women
entrepreneurs through local financial
institutions and aims to eliminate gender
disparities in cooperation with international
development partners.

IFC’s Contribution to
the Sustainable Bond Market

Sustainable investment, which will support

the post-pandemic recovery, will be further
accelerated by the expansion of the investor
base that is interested in it. Multilateral
development banks have also played a
leading role in creating and fostering a
sustainable bond market that connects
sustainable investment opportunities and
investors. IFC launched its Green Bond
Program in 2010 and Social Bond Program
in 2017 and has issued over $14 billion in
green and social bonds to date. IFC’s green
and social bonds finance select eligible
climate-related projects and projects that
support women-owned businesses and those
that provide access to essential services for
low-income communities’.

IFC issued its first $1 billion global
benchmark social bond shortly after the
WHO declared COVID-19 a pandemic in
March 2020 and was more than three times
oversubscribed. Subsequently, IFC issued an
Australian dollar denominated social bond
that received significant support from many
Japanese life insurance companies.

In addition to its issuance activities, IFC has
played a fundamental role in the development
of market standards and frameworks to
encourage growth of the sustainable bond
market. IFC helped draft the Green and
Social Bond Principles (the most widely
accepted green and social bond guidelines
in the capital markets) hosted under the
International Capital Markets Association.
It has been an active member in several
working groups and chaired the Social Bond
Working Group. In 2020, IFC’s efforts were
recognized when it was elected to chair
the Executive Committee of the Principles.
The principles promote transparency and
accountability and encourage issuers,
investors, and other market players to join.

IFC strives to further integrate environmental,
social, and governance (ESG) aspects into
its Treasury activities. As such, IFC was
the first issuer to develop an ESG survey
to assess its network of underwriters on
their ESG credentials, commitments, and
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strategy in 2020. The survey outcomes serve
as a means to engage with underwriters on
pertinent ESG matters and systematically
integrate ESG into IFC’s public bond
underwriter selection process. This
continuous dialogue around ESG with more
than 40 underwriters will stimulate ESG
initiatives and sharing best practices will
raise the standard in the sustainable capital
market.

The pandemic has had a tremendous
impact on the economies and societies of
developing countries, rolling back decades
of progress in ending extreme poverty
and impeding progress in achieving the
SDGs. On the other hand, the pandemic has
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accelerated the interest of the private sector
and investors in sustainable investment,
creating greater momentum in addressing
the SDG challenges. IFC will accelerate
the development of emerging markets by
supporting the private sector and fostering
the capital markets that support it. The
coronavirus pandemic stands to change the
way we live and raise societal awareness of
such global risks similar to the way disaster
awareness increased around the world
after the Tohoku Earthquake and Tsunami
on March 11, 2011 in Japan. From the grief,
suffering, and unfathomable tragedy of the
global pandemic, we can draw lessons that
will allow us to chart a better tomorrow for
our world’s people.

https://www.imf.org/en/Publications/WEO/Issues/2021/03/23/world-economic-outlook-april-2021
https://wwwworldbank.org/en/news/press-release/2021/04/09/world-bank-imf-spring-meetings-2021-development-committee-communique
https://www.ifc.org/wps/wcm/connect/news_ext_content/ifc_external _corporate_site/news+and+events/covid-19
https://www.ifc.org/wps/wcm/connect/industry_ext_content/ifc_external corporate_site/infrastructure/resources/

https://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External Corporate_Site/Climate+Business
https://dataforgood.fb.com/wp-content/uploads/2020/07/GlobalStateofSmallBusinessReport.pdf
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