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OVERVIEW AND OUTLOOK
The European Bank for Reconstruction and Development's (EBRD) credit strengths include
its moderate leverage, strong liquidity policies and prudent risk management. In addition,
more than 20% of the EBRD's subscribed capital is paid in, which is high relative to other
multilateral development banks (MDBs). The size and quality of the EBRD's liquid asset
base provides a cushion against macroeconomic and financial shocks: available liquid assets
cover 178% of cash outflows under our stress scenario. Shareholder support is also strong,
reflecting both their strong ability to provide support – the EBRD’s “A2” weighted average
shareholder rating is one of the stronger among MDBs – and high willingness. A high share of
64% of the EBRD's callable capital are committed by Aaa and Aa-rated member sovereigns
or supranationals.

The EBRD’s credit challenges – which are limited at the Aaa rating level – include a stable
but relatively low weighted average borrower rating, which reflects the higher credit risk
inherent in the bank's private-sector focus; this rating anchors our “baa” assessment of
development asset credit quality. A challenging operating environment in several countries of
operation, including Turkey (B2 negative), the bank’s largest country of operation (15.5% of
operating assets) has weighed on asset performance last year. We expect a gradual reduction
in the ratio of non-performing assets from this year onwards, given the economic recovery
under way. Risks remain skewed to the downside given the uncertainty related to pandemic
developments.

That said, the EBRD has significant experience in operating within transition economies
and tends to hold relatively high quality exposures in its markets of operation. The bank's
financial performance is significantly more volatile than many peers, given its large equity
portfolio. However, underlying financial performance has consistently been robust.

The stable outlook reflects the EBRD’s strong capitalisation, high liquidity and steadfast
shareholder support which will continue to support its credit profile despite challenges in
some of its countries of operation. Downward rating pressure would emerge in the event of
significant and persistent deterioration of asset quality and performance. A rapid and sizeable
expansion into new, and potentially much higher risk regions could also weaken the bank’s
credit profile, although we consider this to be unlikely.

This credit analysis elaborates on EBRD’s credit profile in terms of capital adequacy, liquidity
and funding and strength of member support, which are the three main analytical factors in
Moody’s Supranational Rating Methodology.

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1274928
https://www.moodys.com/credit-ratings/European-Bank-for-Reconstruction-Devlpmnt-credit-rating-19620
https://www.moodys.com/credit-ratings/Turkey-Government-of-credit-rating-768337
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1232238
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Organizational structure and strategy

The EBRD was established in 1991 to assist the economies of Central and Eastern Europe (CEE) and the Commonwealth of Independent
States (CIS) in their transition from centrally planned to market economies. The EBRD’s mandate stipulates that it must only work
in countries that are committed to democratic principles. Over the years, it has progressively extended its operations out of its core
region, including to Turkey in 2009 and in 2011 to the Southern and Eastern Mediterranean (SEMED) region, which consists of Egypt
(B2 stable), Jordan (B1 stable), Morocco (Ba1 negative), Lebanon (C no outlook) and Tunisia (B3 negative). Its five-year mandate to
invest in Cyprus (Ba1 stable) expired at the end of 2020, with the bank now only managing its existing portfolio until maturity, while
activities in Greece (Ba3 stable) have been extended to the end of 2025.

In May 2017, shareholders approved the EBRD's engagement in the West Bank and Gaza through a trust fund for an initial period of
five years, separate from the bank's other operating assets (with no impact for EBRD's bondholders). In March 2021, the bank agreed to
resume investments in the Czech Republic (Aa3 stable) for the first time since 2007, for a period of up to five years. Expansion into Sub-
Saharan Africa remains on the agenda, albeit in a “limited and incremental” fashion and subject to approval by the board of governors.
As a first step in this direction, the board approved Iraq's (Caa1 stable) application for membership in 2020. The bank will provide an
update to the board next year, but it is clear that any expansion will remain a slow process and in any case focus on countries which are
closely integrated with the bank's current countries of operations.

The share of investments in Russia (Baa3 stable) has been on a declining trend since mid-2014, when the board gave guidance that
new investments in the country were unlikely to be approved. As of March 2021, exposures in Russia accounted for 2.9% of the
EBRD's overall portfolio, down from 4.5% as of end-2019 and as high as 26% at the peak in 2013. As of 31 March 2021, the EBRD has
investments in 38 countries, broadly diversified by sectors, with the largest shares in the energy, financial and infrastructure sectors.

Exhibit 1

EBRD's operations are widely diversified by countries...
Operating assets by country, % of total (as of June 2021)

Exhibit 2

…and sectors
Operating assets by industry, % of total (as of June 2021)
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The bank fulfills its mandate by providing loans, guarantees and equity investments to sovereign and non-sovereign entities, with
its main focus being the private sector. It primarily invests as a partner alongside other lenders or shareholders. In this way, it aims
to support and augment total investment rather than crowd out investments that would have been undertaken anyway. In addition
to loans and share investments, the EBRD provides various technical assistance programmes to its recipients, most notably in the
development of private enterprise.

In 2020, annual bank investment - the volume of commitments made by the bank during the year – stood at close to €11 billion, an
increase of 9% compared to a year earlier and around 15% higher than in 2018, mostly reflecting EBRD's pandemic response.1 The total
outstanding stock of operations (including committed but not yet disbursed) stood at €47.9 billion as of June 2021, slightly below the
level of end-2020 at €48.4 billion (€46.1 billion at end-2019).
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https://www.moodys.com/credit-ratings/Egypt-Government-of-credit-rating-258330
https://www.moodys.com/credit-ratings/Jordan-Government-of-credit-rating-600018522
https://www.moodys.com/credit-ratings/Morocco-Government-of-credit-rating-600020405
https://www.moodys.com/credit-ratings/Lebanon-Government-of-credit-rating-600014506/summary
https://www.moodys.com/credit-ratings/Tunisia-Government-of-credit-rating-600046595
https://www.moodys.com/credit-ratings/Cyprus-Government-of-credit-rating-377200
https://www.moodys.com/credit-ratings/Greece-Government-of-credit-rating-348330
https://www.moodys.com/credit-ratings/Czech-Republic-Government-of-credit-rating-218505/summary
https://www.moodys.com/credit-ratings/Iraq-Government-of-credit-rating-806356878/summary
https://www.moodys.com/credit-ratings/Russia-Government-of-credit-rating-600018921/summary
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Alignment with Paris Agreement goals reflects growing focus on environmental impact

The EBRD is increasingly focused on ensuring full alignment of its operations with the Paris Climate Agreement objectives, and
expressly targets to achieve this by the end of 2022. Projects are systematically assessed for their alignment with the Paris Agreement
goals, with criteria being jointly developed and refined with other MDBs. EBRD is also at the forefront of developing tools and methods
to monitor and report on Paris-aligned activities. In the same vein, in 2020 the bank scaled up its commitment to support “green”
investment projects; its Green Economy Transition strategy for the period 2021-25 (GET 2.1) targets a share of at least 50% of “green”
investments by the end of 2025. This follows earlier commitments to achieve a 40% share of environmental investment in overall bank
financing by end-2020. The bank also aims to achieve a reduction of at least 25 million tonnes of greenhouse gas emissions via its
projects by 2025.

Financing under the GET approach reached €14.9 billion as of June 2021, compared to around €12 billion reached as of 2015, the
last year of the previous GET period. Last year's “green” financing ratio was significantly below target due to the refocusing of all of
EBRD's activities towards dealing with the pandemic and its economic impact. EBRD is a leader in issuing green bonds aligned with
the Green Bond Principles; it has issued €5.4 billion in Environmental Sustainability Bonds since 2010 and introduced both Climate
Resilience Bonds and Green Transition Bonds in 2019, with around €1.1 billion issued in each format so far. In addition, in 2016 the
board approved the first five-year EBRD strategy for Promotion of Gender Equality, where progress will be monitored in the bank’s
corporate scorecard, alongside that of four other key initiatives.

Exhibit 3

EBRD's green financing has been on the rise
Volume of GET Finance in € million and as share of Annual Banking Investment
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Strong shareholder base with large share of non-borrowing advanced economies

The bank is currently owned by 72 shareholders, including most of the world’s largest economies as well as the European Union (EU,
Aaa stable) and the European Investment Bank (EIB, Aaa stable). France (Aa2 stable), Germany (Aaa stable), Italy (Baa3 stable), Japan
(A1 stable), the United Kingdom (Aa3 stable) and the United States (Aaa stable) represent more than 50% of the EBRD’s subscribed
capital.

Interest in joining the bank as a shareholder has remained strong in recent years; China (A1 stable) and India (Baa3 stable) became
members of the bank in January 2016 and July 2018 respectively, while the United Arab Emirates (Aa2 stable) became the latest
shareholder in September 2021; none of these countries will be a recipient of EBRD investments. In contrast, new members such as
Algeria (July 2020) and Iraq (October 2020) aim to become recipient countries, for which they will have to go through a separate
board approval process. Borrowing member countries collectively own around 14% of the institution, a small share compared to other
MDBs.
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https://www.ebrd.com/what-we-do/get.html
https://www.moodys.com/credit-ratings/European-Union-credit-rating-600049532/summary
https://www.moodys.com/credit-ratings/European-Investment-Bank-credit-rating-270400/summary
https://www.moodys.com/credit-ratings/France-Government-of-credit-rating-639500
https://www.moodys.com/credit-ratings/Germany-Government-of-credit-rating-333700
https://www.moodys.com/credit-ratings/Italy-Government-of-credit-rating-423690
https://www.moodys.com/credit-ratings/Japan-Government-of-credit-rating-423746
https://www.moodys.com/credit-ratings/United-Kingdom-Government-of-credit-rating-788250
https://www.moodys.com/credit-ratings/United-States-of-America-Government-of-credit-rating-790575/summary
https://www.moodys.com/credit-ratings/China-Government-of-credit-rating-599085
https://www.moodys.com/credit-ratings/India-Government-of-credit-rating-401565
https://www.moodys.com/credit-ratings/United-Arab-Emirates-Government-of-credit-rating-600018601/summary?emsk=2&isMaturityNotDebt=0&isWithDrawnIncluded=0&emvalue=United%20Arab%20Emirates&keyword=United%20Arab%20Emirates
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Exhibit 4

EBRD's shareholders include most of the world's largest economies
Global shareholder structure, % of paid-in capital (as of end-2020)
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Like most MDBs, the EBRD benefits from immunities and privileges, such as exemptions from generalised payment moratoria or
foreign-exchange controls, which have proven very beneficial with respect to the EBRD's private-sector exposures. Sovereign loans have
special status in that it is the EBRD’s policy not to reschedule the sovereign debt obligations of its borrowing members. Thus far, no
sovereign or sovereign-guaranteed borrower has defaulted on an EBRD loan, clear evidence of the EBRD's status as preferred creditor.
However, we note that the benefits of preferred creditor status are more limited for the EBRD than they are for other MDBs, given its
private-sector sector focus. Consequently we do not provide an explicit uplift to EBRD's score for development asset credit quality.
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CREDIT PROFILE
Our determination of a supranational’s rating is based on three rating factors: capital adequacy, liquidity and funding and strength
of member support. For Multilateral Development Banks, the first two factors combine to form the assessment of intrinsic financial
strength. Additional factors that can impact the intrinsic financial strength, including risks stemming from the operating environment
or the quality of management, are also considered. The strength of member support is then incorporated to yield a rating range. For
more information please see our Supranational Rating Methodology.

Capital adequacy score: a3

Scale aaa aa1 aa2 aa3 a1 a2 a3 baa1 baa2 baa3 ba1 ba2 ba3 b1 b2 b3 caa1 caa2 caa3 ca c

+ Assigned -

Sub-factor scores

Capital position

Development asset credit quality

Asset performance

a1

baa

baa2

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 credit quality of the institution's development assetsand the risk that these assets could result in capital losses.

Note: In case the Adjusted and Assigned scores are the same, only the Assigned score will appear in the table above.

Factor 1: Capital adequacy

We score the EBRD’s capital adequacy at “a3”, which balances the bank's moderate leverage against a stable but relatively low
development asset quality and a challenging asset performance. The overall score combines our assessment of “a3” for capital position,
“baa” for development asset credit quality (DACQ) and “baa2” for asset performance.

Moderate leverage helped by high share of paid-in capital and prudent capital management…

The EBRD has one of the highest shares of paid-in capital among rated MDBs; at close to 21% of total capital its ratio is significantly
higher than the standard ratio of 5%-10% for most other Aaa-rated MDBs. Its leverage – defined as development-related assets and
treasury assets rated A3 or lower in relation to useable equity – was also comparatively low at 210.7% in 2020. While leverage has
gradually increased over the past several years from a low of 190.2% in 2017, the current ratio is broadly in line with the average over
the 2012-16 period.

Exhibit 5

The EBRD's leverage ratio is at lower end of Aaa-rated peers
Assets against usable equity, %
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The bank operates with a range of prudential limits to ensure its continuing strong capitalisation: for example, it sets a limit to the
gearing ratio of 92% of operating assets to statutory capital (subscribed capital, reserves and surpluses). Last year, the board introduced
an additional crisis buffer of 2% to ensure that the bank is always in a position to swiftly respond to a crisis or unanticipated event; the
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bank will therefore operate at levels below 90% of statutory capital for the time being. The statutory capital utilisation was 79% at
end-2020 and a similar ratio in June 2021, which is comfortably below the ceiling. The bank's current 2021-23 Strategy Implementation
Plan (SIP) projects the ratio to increase to 87% by the end of 2023. In nominal terms, statutory capital stood at €41.8 billion as of June
2021, slightly higher than the €41.4 billion in December 2020.

This statutory measure of capital adequacy is supplemented by a risk-based prudential capital adequacy limit under the Bank's Capital
Adequacy Policy (CAP). The CAP stipulates that the ratio of required economic capital to available economic capital must remain
below a 90% threshold, which provides a 10% prudential capital buffer. For equity investments, the capital charge is set at 100%.2

As of June 2021, the CAP utilisation ratio stood at 66%, broadly stable compared to 2020 and 2019 but lower than in the preceding
years, when the ratio was generally at or above 70%. The ratio is expected to increase marginally to 68% by the end of 2023, as per
the current SIP. This represents a downward adjustment compared to last year's plan which foresaw an increase in the capital utilisation
ratio to 72% in 2022. The strategic plan covers a rolling three-year period and is updated annually.

Exhibit 6

Capital utilisation is well within 92% statutory capital limit...
Statutory capital base in € billion and capital utilisation in %

Exhibit 7

… and also below the limit of 90% for economic capital
Available economic capital (€ billion), CAP utilisation (%)
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...which supports the bank’s relatively risky business profile

Strong capitalisation coupled with moderate leverage and prudential capital management are important mitigating factors for the
EBRD's comparatively risky business profile, with a focus on private sector lending and equity investments. As of end-June 2021, 57.5%
of operating assets (of €33.7 billion) were private-sector loans and 13.4% were equity investments, with the remainder sovereign
and other public-sector loans. In addition to having a higher risk profile, equity investments are prone to volatility in mark-to-market
valuations.

The EBRD's business profile is reflected in our assessment of the credit quality of its development-related assets. The DACQ score
of “baa” is on par with the International Finance Corporation (IFC, Aaa stable) which exclusively lends to private-sector entities and
has an even higher exposure to equity investments, but is in line with Aaa-rated median. Our assessment is primarily anchored by the
EBRD’s stable but low weighted average borrower rating of “b2”, which reflects the higher credit risk inherent in the bank's private-
sector focus. That said, we also take account that the EBRD tends to hold high-quality exposures in its markets of operations and has
significant experience in operating within transition economies. The high degree of country and sector diversification, with no single
sector accounting for more than a quarter of development related exposure as of June 2021, is a further strength. Concentration by
borrower is also low, reflecting strict concentration limits; the top 10 exposures account for just 18% of development assets.

Although the EBRD benefits from preferred creditor status vis-à-vis its sovereign borrowers, we do not provide any uplift as the benefits
are more limited than for other MDBs which have a purely sovereign focus. Additionally, the DACQ score reflects the risk posed by the
EBRD’s large equity portfolio, which we consider to be higher risk exposures than loans.
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Our assessment of asset performance at “baa2” reflects the bank’s relatively high share of non-performing assets (NPAs, 5.1%
in 2020), which includes nonperforming loans (NPLs), losses on equity investments and called guarantees, with most of the NPAs
resulting from the loan portfolio.3 Turkey and Ukraine (B3 stable), together with Lebanon and Egypt were the countries with the highest
levels of NPLs last year, with Turkey accounting for 38% of all NPLs alone. The country distribution has not materially changed in the
first half of this year, but overall levels of NPLs have declined marginally to 5.4% in June 2021 from 5.5% six months earlier and a peak
of 6.1% of total loans in June 2020. New NPLs have been minimal this year. Similarly, exposures on the watch list have declined by
nearly 24% compared to the peak in mid-2020, and the fair value of the equity portfolio has improved substantially compared to a
year earlier. The score of “baa2” for asset performance is higher than the indicative score of “baa3”, to reflect EBRD's good track record
of quickly reversing a spike in NPAs (see Exhibit 9).

The resilience of EBRD's credit profile to stress in key operating countries is also supported by a high and prudent degree of
provisioning. General and specific provisions stood at close to €1.12 billion in June this year, with specific provisions covering 50% of
NPLs, a similar level to a year earlier. In addition, the EBRD retains a combined €652 million in special and additional loan loss reserves,
which together with the provisions represent 6% of total loan operating assets and around 112% of NPLs as of June 2021. Finally, losses
on the loan portfolio remain low at a cumulative €813 million in net debt write-offs since 2005; this includes a relatively high debt
write off last year (amounting to 0.67% of the total operating assets).

Exhibit 8

Asset performance is weaker than peers...
Non-performing assets (NPA) as share of total assets, %

Exhibit 9

… but prudent provisioning is a key mitigating factor
Gross NPLs and provisions, € million
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Turkey stress continues to weigh on asset quality, but credit impact remains manageable

Its exposure to Turkey has remained the single biggest challenge for the EBRD's asset quality and financial performance. As of June
2021, Turkey accounted for 15.5% of total operating assets (around €5.2 billion) but around 40% of all of EBRD's nonperforming
exposures.

While developments in the country will continue to present a source of risk for the EBRD, we expect the credit impact to remain
manageable given the strength of the bank’s financial position. Also, the bank’s exposure to Turkish counterparties has been on a
declining trend in the recent past, both in nominal terms (-7.8% compared to end-2020) and as a share of the total portfolio (15.5%
versus 16.2%). The relatively small equity portfolio has performed well. The Turkey portfolio is also widely diversified across the
infrastructure, energy, agribusiness, industry and finance sectors. In contrast, impaired exposures in Ukraine (13% of the total impaired
portfolio) and Lebanon (10%) are far more concentrated in energy generation and finance respectively.
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Exhibit 10

Turkey accounts for largest share of NPLs...
Impaired loans, geographic breakdown (as of June-2021)

Exhibit 11

...and energy generation is key sector for non-performing exposures
Impaired loans, sector breakdown (as of June-2021)
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Underlying profitability has remained relatively stable, despite volatility in equity valuations

We assign a positive adjustment to the leverage ratio due to EBRD's strong underlying profitability. Headline financial results are
heavily impacted by valuation changes in its equity portfolio. At the same time, underlying realised profits – excluding valuation
changes – have been relatively stable over the past years. Realised profits stood at €453 million in June 2021, broadly unchanged from
the €396 million a year earlier and €819 million for the full year 2019. In contrast unrealised gains and losses have seen sharp swings,
as the pandemic led to fair value losses in the equity portfolio of €736 million in June 2020 which turned into a gain of €1.06 billion
in June 2021 - reflecting the recovery of equity markets and emerging market currencies over the past year. Provisioning levels are
the second key driver for headline profits; in the first six months of this year, provisions were held broadly unchanged, while the bank
increased provisions by €462 million in the first half of last year. Total net profits for H1 2021 stand at €1.54 billion compared to a loss
of €853 million in H1 2020 and a full year 2020 profit of €175 million.

Exhibit 12

Profitability is affected by mark-to-market losses/gains on share investments
Breakdown of net income, million €
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Looking at a longer time frame, the EBRD's realised gains from its equity portfolio have been substantial. The bank has accumulated
nearly €1.8 billion in realised equity gains (excluding dividends) at an average multiple of 1.22 times cost in period 2011 to 2020.
The bank’s strong financial position allows it to wait before exiting any investment, with the average holding period for direct equity
investments being seven years. The bank also receives significant dividend income from its investments.
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While profitability considerations are generally not a key determinant of MDB ratings, EBRD's financial performance matters more than
is the case for most peers. Shareholders have provided a solid buffer of paid-in capital, with the expectation that the bank will manage
to grow its operations through retained earnings. The bank works with a Net Income Allocation Framework, which it adopted in 2016,
which –amongst other things – proposes that on a rolling three-year basis, at least 75% of the bank’s growth in member’s equity should
be retained in reserves. As of end-2020, cumulative retained earnings stood at close to €10.96 billion, supplementing paid-in capital of
€6.2 billion.
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Liquidity and funding score: aaa

Scale aaa aa1 aa2 aa3 a1 a2 a3 baa1 baa2 baa3 ba1 ba2 ba3 b1 b2 b3 caa1 caa2 caa3 ca c

+ Assigned -

Sub-factor scores

Liquid resources

Quality of funding

aa1

aaa

An entity’s liquidity is important in determining its ability to meet its financial obligations. We evaluate the extent to which liquid assets cover net cash flows 

over the coming 18 months and the stability and diversification of the institution’s access to funding.

Note: In case the Adjusted and Assigned scores are the same, only the Assigned score will appear in the table above.

Factor 2: Liquidity and funding

The EBRD’s liquidity and funding score of “aaa” incorporates its very strong and lengthy track record of access to market funding, as
well as the strong liquidity levels supported by conservative internal requirements.

EBRD benefits from a sizeable liquid asset buffer which helps to absorb shocks

The EBRD's liquid resources sub-factor is assessed at “aa1”, reflecting the size and quality of its liquid asset base, which helps to
provide a substantial cushion to cope with macroeconomic and financial shocks. The bank's liquid assets stood at above €31.7 billion at
the end of last year, increasing further to €33.1 billion in June 2021, with around three quarters held in the short-term portfolio. More
than half of the assets are held in deposits and a further 37% is invested in marketable securities. The credit quality of the treasury
portfolio is high: including deposits held with Prime-1 rated banks, 76.8% of the assets were rated Aaa or Aa (as of December 2020),
and asset holdings are well diversified across mostly advanced economies. As a general rule, the EBRD targets an average credit rating
of its treasury assets of Aa2 or better. The average maturity has declined somewhat since 2018, standing at 1.2 years in June 2021, and
around half of the portfolio matures within four months.

In addition to the size of the buffers, our assessment of EBRD's liquidity is supported by its prudent liquidity policies, with operational
targets set at a comfortable level above the policy minimum. Under its internal guidelines, net liquid assets must cover a minimum
of 75% of projected net cash requirements over the next two years, and the bank must be able to meet its obligations for at least
12 months under an extreme stress test scenario (1 in 100 year event based on EBRD stress tests). Also, the minimum liquidity
requirements need to be able to always obtain the highest possible liquidity rating by credit rating agencies. As of June 2021, the net
liquid asset ratio stood at 169% of requirements (152% in December 2020), significantly above the 75% limit.
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Exhibit 13

Enhanced policy supports a very prudent liquidity position

Objectives Authority Guidelines

Minimum liquidity

Survive market meltdown To meet obligations for at least 12 months under 1:100 year 

event without access to funding markets as per annual Bank-

wide stress test.

Fund Strategic 

Implementation Plan (SIP)

At least 75% of next two years’ NCR can be met, without 

recourse to funding markets.

Operating target for coverage of next two years NCR 

established as part of liquidity update and sizing of borrowing 

programme proposal in SIP

Obtain the highest rating 

agency liquidity rating

Commitment to retain sufficient high quality liquidity, so that 

under rating agencies’ methodologies liquidity should always be 

considered a strong/positive rating factor.

Ensure 100% coverage under stressed one year liquidity ratio. 

Computed on monthly basis.

Opt out of an expensive 

funding market

Sufficient projected cash flows from maturing assets (i.e., 

without recourse to market, or selling assets) to meet obligations 

for at least three months.

Defined short term liquidity ratio must be a minimum of 100% 

over 30 and 90 day timeframe. Monitored weekly.

Maximum Liquidity

Limitation on levels of

liquidity

Short-term borrowing limit increased to €10 billion to 

accommodate regular business needs and a modest growth of 

treasury assets.

Quality of Liquidity

Targeted levels of credit

quality on liquid assets

Target weighted average credit rating of Treasury bond portfolio 

of AA/Aa2 or better.

Counterparty/Issuer/Obligor limits and tenor thresholds; sector 

concentration limits; country limits and tenor thresholds.

Market Risk

One day 95% eVaR limit not to exceed €60 million; Monitored daily.

One day 95% eVaR limit excluding basis risk not to exceed €10 

million.

Cap excessive market risk

impact on P&L and B/S

Sources: EBRD, Moody's Investors Service

The bank also introduced a short-term liquidity ratio broadly based on a Basel III liquidity coverage ratio (30- and 90-day horizon)
at the end of 2012, with the aim of having sufficient projected cash flows from maturing assets (i.e., without recourse to markets, or
selling assets) to meet obligations for at least the coming three months. This requirement allows the bank to opt out of an expensive
funding market if needed.

Our own liquidity coverage calculations differ somewhat from the EBRD's internal guidelines but equally show very prudent levels
of liquidity. We compare the size of the available liquid assets to cash outflows in a stressed scenario over the coming 18 months, in
which the EBRD has no access to markets but continues its normal business operations. To calculate our liquid resources ratio, we only
consider highly liquid assets such as cash and short-term bank deposits as well as securities rated A2 or higher, as we believe only those
would be available in a stress scenario at short notice and with minimal loss. The EBRD's ratio of 178% is among the higher of Aaa-
rated MDBs.
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Exhibit 14

EBRD's coverage of net cash outflows is among the higher in the Aaa-rated peer group
Liquid assets over net cash outflows, %
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aa

a

baa
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Source: Moody's Investors Service

Strong market access provides a consistent and stable source of funding

The EBRD's quality and structure of funding is assessed at “aaa”, given its strong market access which provides a consistent and
stable source of funding for its operations, as reflected by the frequency and diversity of issuances.

The EBRD has a long established presence in international bond markets. It issues in a variety of markets and currencies, as well as in
diverse formats and at consistently low costs. Its investor base is very diversified across both regions and types of investors, including a
large share of buy-and-hold investors and central banks. Around half of the investor base is located in EMEA with another quarter each
in the Americas and Asia, demonstrating the EBRD's ability to fund in different markets.

Besides benchmark issuances in core currency markets, the EBRD also focuses on developing capital markets in its countries of
operations, issuing regularly in their local currencies. In addition, the EBRD actively uses buybacks to offer its investors a secondary
market bid for all its bonds. It has so far bought back 8% of the cumulative issuance of the bank. The bank also uses private placements
and innovative structures to meet specific investor demands, including exotic currencies and equity linked structures, and the frequency
of issuance allows the bank to tap existing issues. As of June 2021, the bank has issued €9.1 billion (including pre-funding) out of a full-
year borrowing programme of up to €12 billion. Total outstanding debt stands at €41.6 billion, of which half is denominated in US
dollars (before swaps).

Exhibit 15

The EBRD's investor base is diversified in terms of type...
Issuance by investor type, as of June 2021 (% of total)

Exhibit 16

… and geography
Issuance by region, as of June 2021 (% of total)

Financial 
Institutions
28%

Asset Managers / 
Pension Funds/ 
Insurance / 
Corporate
47%

Central Banks
22%

Retail
3%

Sources: EBRD, Moody's Investors Service

Americas
26%

EMEA
49%

Japan
6%

Other Asia
19%

Sources: EBRD, Moody's Investors Service
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In addition to maintaining a conservative debt maturity profile, the EBRD matches its assets and liabilities by: (1) hedging foreign-
currency and interest-rate risks through swaps and derivatives; and (2) borrowing and lending in a wide range of currencies and
interest-rate structures. Its local-currency issuances also support its efforts to develop the private sector and capital markets in
emerging and recipient economies. As of June 2021, close to 23% of the EBRD's outstanding bonds were denominated in emerging
market currencies, with the majority denominated in or linked to Turkish lira and Kazakhstani tenge.
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Qualitative adjustments

Adjustments

Operating environment

Quality of management

0

+1

The capital adequacy and liquidity and funding factors represent the key drivers of our assessment of an institution’s intrinsic financial strength (IFS). 

However, assessments of the operating environment and the quality of management are also important components of our analysis. To capture these 

considerations, we may adjust the preliminary IFS outcome that results from the capital adequacy factor and the liquidity and funding factor. The result of this 

analysis is the adjusted IFS outcome. 

Qualitative adjustments to intrinsic financial strength

We apply a “+1” adjustment to the EBRD’s intrinsic financial strength on account of the high quality of management and particularly
risk management, consistent with assessments for other large, well-established MDBs, including the IADB and the International Bank
for Reconstruction and Development (IBRD, Aaa stable).

The adjustment reflects the EBRD's very prudent risk management framework and practices, as well as conservative treasury
management policies, which have allowed the institution to successfully navigate periods of acute stress in large countries of operation,
such as in Russia in 2014/15 and more recently Turkey. The strong quality of management has also helped the institution to respond
swiftly to shocks, as seen during the pandemic.

More specifically, capital and liquidity are managed such that the bank preserves at all times some distance between its actual
operational targets and minimum policy requirements. Its governance structures are solid and include a dedicated chief risk officer. The
EBRD's policies have also been enhanced in recent years, including changes to the bank's liquidity policies in 2015 which linked liquidity
requirements to the bank's own severe stress tests.

We do not assign a qualitative adjustment for the EBRD's operating environment, which is mainly a reflection of the good level of
diversification across countries and regions, with limited correlation among them.
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Strength of member support score: High

Scale

+ -

Sub-factor scores

Ability to support

Willingness to support: Contractual

Willingness to support: Non-contractual

Very High High Medium Low

a2

baa1

High

Shareholders' support for an institution is a function of their ability and willingness. Ability to support is reflected by the shareholders' credit quality. 

Willingness to support takes into consideration (1) the members' contractual obligations that primarily manifest in the callable capital pledge, a form of 

emergency support, and (2) other non-contractual manifestations of support to the institution's financial standing and mission. Strength of member support 

can increase the preliminary rating range determined by combining factors 1 and 2 by as many as three scores.

Note: In case the Adjusted and Assigned scores are the same, only the Assigned score will appear in the table above.

Very Low

Assigned

Factor 3: Strength of member support

Our “High” assessment of the strength of member support provides two notches of uplift from the bank's “aa3” stand-alone intrinsic
financial strength. The score reflects a combination of very strong ability of shareholders to provide support, a moderate buffer of
callable capital and “High” non-contractual willingness to support.

The ability of the bank’s shareholders to provide support is strong

We assess shareholder's ability to support at “a2” in line with the weighted average shareholder rating of A2, which stands among
the strongest assessments among all the MDBs in our rated universe. 64% of the EBRD's shareholders are rated Aaa and Aa, and 95%
of shareholders have investment-grade ratings. Also, the shareholder basis is broad and regionally diverse, limiting correlation between
shareholders' creditworthiness. The largest shareholders are the United States (Aaa stable, 10.1%) and France, Germany, Italy, Japan and
the UK with a share of 8.6% each, while borrowing members account for a small share of 14% of the total.

Exhibit 17

EBRD's shareholder base is one of the most creditworthy among
Aaa-rated MDBs...
Weighted average shareholder rating by MDB (2020)

Exhibit 18

...with large share of EU countries and US
% share of subscribed capital

Aa1 Aa1

A1
A2 A2

A3

Baa2 Baa2

Ba1
Ba2 Ba2

0

NIB EIF EU EBRD EIB ADB IFC IBRD IADB IsDB AfDB

Source: Moody's Investors Service

EU-27
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excluding EU
9%
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9%

Other
7%
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3%

Source: Moody's Investors Service

Moderate callable capital buffer is balanced by high paid-in capital...

Our key metric to assess contractual willingness to provide support is the ratio of callable capital to the stock of debt. The EBRD
has €23.5 billion of callable capital, a contractual obligation of each shareholder to provide additional equity in the unlikely event that
the EBRD encounters difficulties repaying its borrowings. Callable capital's coverage of the EBRD’s debt stock has declined to 48.8%
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in 2020 from 49.6% in 2019 and a peak of 75.2% in 2013 as borrowings have increased in line with its development portfolio. The
relatively low callable capital coverage reflects the EBRD's high level of paid-in capital, which is significantly higher than peers to buffer
against the risks of the bank's private sector exposure.

Exhibit 19

Callable capital coverage of EBRD's debt stock is lower than some peers, but remains significant
Total callable capital to total debt (2020), %
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Source: Moody's Investors Service

… and non-contractual willingness to support is high

Besides the size of the callable capital buffer we also take into account that shareholders may provide support to an MDB in other
forms. In the case of the EBRD, our assessment of non-contractual willingness to support the institution is set at “High”, which
reflects to an important extent the large cushion of paid-in capital that shareholders have provided.

In addition, the score reflects the increase in subscribed capital that shareholders provided over the 2010-18 period. In May 2010, the
board of governors approved a 50% increase in total authorised capital to €30 billion. The €10 billion increase in capital comprised a €1
billion rise in paid-in shares through the capitalisation of reserves, and an increase in callable capital of €9 billion. The capital increase
has allowed the EBRD to scale up its lending operations, while retaining ample reserves and respecting its statutory gearing limit. In its
2015 annual meeting, the board of directors reviewed the redeemable status of the €9 billion of callable capital approved during the
2010 general capital increase, and agreed to remove the redemption feature. Consequently, the callable capital approved in 2010 is
now permanent, which further strengthens the bank’s capital base and reflects the financial commitment of the EBRD’s shareholder
base to the institution.

Overall, the EBRD's strategic importance for its shareholders is supported by its proven expertise in regions of political importance to
shareholders. in 2014, shareholders approved the extension of EBRD's activities to Greece and Cyprus, which in our view illustrates
shareholders’ view of the bank’s expertise and product mix in reviving private sector growth in crisis countries.
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ESG considerations
How environmental, social and governance risks inform our credit analysis of EBRD
Moody's takes account of the impact of environmental (E), social (S) and governance (G) factors when assessing supranational issuers’
credit profile. In the case of EBRD, the materiality of ESG to the credit profile is as follows:

Environmental considerations are not material for the EBRD’s rating. That said, the bank plays a leading role in terms of financings for
renewable energy and energy efficiency projects. To date, the bank has signed €36 billion in green investments and financed over two
thousand “green” projects. It has issued green bonds since 2010 to finance its respective portfolio.

Social considerations are not material for the EBRD's rating. While the coronavirus pandemic has had substantial implications for
public health and safety, and led to a temporary weakening of economic and fiscal strength across the countries EBRD is exposed to,
we do not see the impact as material to the EBRD's credit profile. The bank's intrinsic financial strength is a strong mitigant for any
deterioration in asset quality and performance.

Governance is very strong for the EBRD and a key driver of its Aaa rating. The quality of management score is adjusted upwards by
one notch from the level indicated in the scorecard to reflect the bank's very prudent risk management framework and conservative
treasury management policies.

All of these considerations are further discussed in the “Credit profile” section above. Our approach to ESG is explained in our cross-
sector methodology General Principles for Assessing ESG Risks. Additional information about our rating approach is provided in our
Supranational Rating Methodology.
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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.

Exhibit 20

Supranational rating metrics: EBRD

Scale aaa aa1 aa2 aa3 a1 a2 a3 baa1 baa2 baa3 ba1 ba2 ba3 b1 b2 b3 caa1 caa2 caa3 ca c

+ Assigned -

Scale aaa aa1 aa2 aa3 a1 a2 a3 baa1 baa2 baa3 ba1 ba2 ba3 b1 b2 b3 caa1 caa2 caa3 ca c

+ Assigned -

Operating environment

Quality of management

Scale

+ -
Aaa

0

+1

Aaa-Aa2

aa3

aa2

Assigned

Very High High Medium Low Very Low

Assigned rating:

Strength of 
member support

Scorecard-

indicated 
outcome range:

Liquidity and 
funding

Sub-Factors: Capital position, development asset credit quality, asset performance

Qualitative 
adjustments

Capital 
adequacy

Preliminary intrinsic 

financial strength

Adjusted intrinsic 

financial strength

Sub-factors: Liquid resources, quality of funding

Adjustment factors: Operating environment, quality of management

Sub-factors: Ability to support, willingness to support (contractual and non-contractual)

How strong are the institution's liquidity buffers?

How strong is the capital buffer?

What other elements can affect the intrinsic financial strength?

How strong is members' support of the institution?

Source: Moody's Investors Service
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Comparatives
This section compares credit relevant information regarding the EBRD with other supranational entities that we rate. It focuses on a comparison with supranationals within the same
rating range and shows the relevant credit metrics and factor scores.

The EBRD is among the strongest issuers in the MDB universe, with very solid capital adequacy and a very strong liquidity profile. It is among the benchmark issuers in the sectors and
benefits from strong support from a very diverse and highly rated shareholder base.

Exhibit 21

EBRD key peers

Year EBRD NIB AfDB IFC ADB IADB A Median

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

Total assets (US$ million) 2020 85,617 43,466 50,552 95,800 271,741 151,737 1,989

Factor 1: Capital adequacy a3 a3 baa1 a3 a1 a2

DRA / Usable equity
[1] [2] [4] 2020 196.6 556.1 295.5 186.0 259.8 313.4 163.0

Development assets credit quality score (year-end) 2020 baa a baa baa a baa b

Non-performing assets / DRA
[1] 2020 5.1 0.3 2.6 4.8 0.2 0.6 4.1

Return on average assets
[4] 2020 0.4 0.5 0.4 -1.7 0.6 0.4 0.6

Net interest margin (X)
[4] 2020 1.3 0.6 1.2 1.6 0.9 1.0 1.5

Factor 2: Liquidity and funding aaa aa1 aa1 aa1 aa1 aa1

Quality of funding score (year-end) 2020 aaa aaa aaa aaa aaa aaa baa

Liquid assets / ST debt + CMLTD
[3][4] 2020 204.1 254.3 193.9 330.2 181.0 203.5 324.3

Liquid assets / Total assets
[4] 2020 45.4 34.3 31.6 48.2 18.0 23.7 47.4

Preliminary intrinsic financial strength (F1+F2) aa3 aa3 a1 aa3 aa2 aa3

Adjusted intrinsic financial strength aa2 aa2 aa3 aa2 aa1 aa2

Factor 3: Strength of member support H VH VH H VH VH

Weighted average shareholder rating (year-end) 2020 a2 aa1 ba2 baa2 a3 ba1 baa3

Callable capital / Total debt 2020 48.8 25.9 373.8 -- 112.1 150.0 81.4

Callable capital (CC) of Baa3-Aaa members/Total CC
[4] 2020 94.9 100.0 46.9 -- 91.6 66.7 97.1

Scorecard-indicated outcome range (F1+F2+F3) Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2 Aaa-Aa2

[1] Development related assets
[2] Usable equity is total shareholder's equity and excludes callable capital
[3] Short-term debt and currently-maturing long-term debt
[4] Ratio not used in Scorecard
Source: Moody’s Investors Service
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DATA AND REFERENCES
Rating history

Exhibit 22

European Bank for Reconstruction and Development [1]

Outlook Action Date

Foreign 

Currency

Local                            

Currency

Foreign                                    

Currency

Local                                                              

Currency

Foreign 

Currency

Local                         

Currency

Aaa Aaa STA - - - - Dec-18

Aaa Aaa STA - - P-1 - Sep-16

Aaa Aaa STA - - P-1 - Dec-04

Aaa Aaa STA - - P-1 - Dec-94

Long Term Ratings Review Action Short Term Ratings

Notes: [1] Table excludes rating affirmations. Please visit the issuer page for EBRD for the full rating history.
Source: Moody’s Investors Service
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Annual statistics

Exhibit 23

EBRD

Balance Sheet, EUR Millions 2014 2015 2016 2017 2018 2019 2020

Assets

Cash & Equivalents 10,669 11,737 14,110 14,605 16,014 18,368 18,690

Securities 11,794 12,076 9,907 10,381 12,947 13,629 12,984

Derivative Assets 4,978 4,596 4,319 3,677 3,948 4,300 5,030

Net Loans 19,487 21,193 22,281 22,152 23,629 26,075 27,474

Net Equity Investments 5,131 5,096 5,340 4,910 4,820 5,182 4,977

Other Assets 428 448 320 468 493 647 617

Total Assets 52,487 55,146 56,277 56,193 61,851 68,201 69,772

Liabilities

Borrowings 35,456 36,870 38,009 37,766 42,836 47,490 48,279

Derivative Liabilities 2,430 2,993 2,170 1,824 2,079 1,935 2,733

Other Liabilities 452 577 540 431 653 946 869

Total Liabilities 38,338 40,440 40,719 40,021 45,568 50,371 51,881

Equity

Subscribed Capital 29,674 29,674 29,703 29,723 29,743 29,755 29,755

Less: Callable Capital 23,472 23,472 23,496 23,512 23,528 23,538 23,538

Less: Other Adjustments 0 0 0 0 0 0 0

Equals: Paid-In Capital 6,202 6,202 6,207 6,211 6,215 6,217 6,217

Retained Earnings (Accumulated Loss) 4,726 6,803 7,623 8,176 9,267 10,651 10,957

Accumulated Other Comprehensive Income (Loss) 0 0 0 0 0 0 0

Reserves 3,221 1,701 1,728 1,785 801 962 717

Other Equity 0 0 0 0 0 0 0

Total Equity 14,149 14,706 15,558 16,172 16,283 17,830 17,891

Source: Moody’s Investors Service
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Exhibit 24

EBRD

Income Statement, EUR Millions 2014 2015 2016 2017 2018 2019 2020

Net Interest Income 863 899 774 754 751 820 764

Interest Income 1,152 1,208 1,092 1,147 1,412 1,660 1,267

Interest Expense 289 309 318 393 661 840 503

Net Non-Interest Income -638 213 745 440 201 1,069 471

Net Commissions/Fees Income 14 28 77 74 93 82 80

Income from Equity Investments -639 279 423 332 28 1,137 324

Other Income -13 -94 245 34 80 -150 67

Other Operating Expenses 355 431 467 421 420 435 466

Administrative, General, Staff 329 401 445 395 391 381 414

Grants & Programs 0 0 0 0 0 0 0

Other Expenses 26 30 22 26 29 54 52

Pre-Provision Income -130 681 1,052 773 532 1,454 769

Loan Loss Provisions (Release) 438 -121 60 1 192 22 479

Net Income (Loss) -723 442 811 592 210 1,432 290

Other Accounting Adjustments and Comprehensive Income -10 -13 30 12 -73 230 -114

Comprehensive Income (Loss) -733 429 841 604 137 1,662 176

Source: Moody’s Investors Service

Exhibit 25

EBRD

Financial Ratios 2014 2015 2016 2017 2018 2019 2020

Capital Adequacy, %

DRA / Usable Equity 187.0 190.0 187.9 177.5 186.2 187.2 196.6

Development Assets Credit Quality (Year-End) -- -- -- -- baa baa baa

Non-Performing Assets / DRA 7.3 4.7 4.4 3.1 4.5 3.7 5.1

Return On Average Assets -1.4 0.8 1.5 1.1 0.4 2.2 0.4

Net Interest Margin 2.1 2.0 1.7 1.6 1.4 1.4 1.3

Liquidity, %

Quality of Funding Score (Year-End) -- -- -- -- aaa aaa aaa

Liquid Assets / ST Debt + CMLTD 211.4 210.7 169.5 166.9 169.1 170.3 204.1

Liquid Assets / Total Debt 63.4 64.6 63.2 66.2 67.6 67.4 65.6

Liquid Assets / Total Assets 42.8 43.2 42.7 44.5 46.8 46.9 45.4

Strength of Member Support, %

Weighted Average Shareholder Rating (Year-End) A1 A2 A2 A2 A2 A2 A2

Callable Capital / Gross Debt 66.2 63.7 61.8 62.3 54.9 49.6 48.8

Callable Capital (CC) of Baa3-Aaa Members/Total CC 94.9 91.0 90.6 90.5 90.9 94.9 94.9

Source: Moody’s Investors Service
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Moody's related publications

» Rating Action: Moody's affirms EBRD's Aaa rating, outlook stable, 15 January 2021

» Credit Opinion: European Bank for Reconstruction and Development – Aaa stable: Update following rating affirmation, outlook
unchanged, 15 January 2021

» Rating Methodology: Multilateral Development Banks and Other Supranational Entities, 28 October 2020

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 and information sources

» Sovereign and supranational risk group web page

» Sovereign and supranational rating list

» European Bank for Reconstruction and Development webpage

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
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Endnotes
1 Annual bank investment equals the volume of commitments made in a particular year to finance investment operations, including restructured operations,

less cancellations or sales of such commitments in the same year.

2 The EBRD defines required economic capital with a view on potential capital losses – both expected and unexpected – it may incur, and based on credit,
market and operational risk. Available economic capital is defined as paid-in capital, reserves and general provisions, excluding all callable capital.

3 Our NPA ratio differs from the non-performing loan ratio published in the bank's financial statements, which shows an increase in the NPL ratio to 5.5% in
2020 from 4.5% a year earlier. This is mainly due to our larger denominator which in addition to loans also includes equity stakes and treasury assets rated
A3 or lower.
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