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Summary
The credit profile of the Caribbean Development Bank (CDB) reflects its strong capital
adequacy, high liquidity and sound asset performance supported by its preferred creditor
status. The bank also benefits from strong financial support from borrowing and non-
borrowing members. However, CDB's credit profile is constrained by high borrower
concentration and the weak average credit quality of its borrowing member countries
(BMCs), which could weaken further because of the impact of the coronavirus pandemic.

Exhibit 1

Caribbean Development Bank’s credit profile is determined by three factors
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Source: Moody's Investors Service

Credit strengths

» Sound capital adequacy indicators

» Strong financial support from borrowing and non-borrowing member countries

» Robust liquidity and moderate, although rising, leverage

Credit challenges

» Very high concentration of loans among a limited number of borrowers

» Weak average borrower credit quality and difficult operating environment

» BMCs are highly vulnerable to external shocks

http://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1329447
https://www.moodys.com/credit-ratings/Caribbean-Development-Bank-credit-rating-600008564/summary?emsk=2&isMaturityNotDebt=0&isWithDrawnIncluded=0&emvalue=caribbean%20development&keyword=caribbean%20development
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Rating outlook
The stable rating outlook reflects our assessment that conservative risk management practices and continued compliance with the
CDB's internal risk management guidelines will support maintenance of the bank's strong capital and liquidity metrics. The stable
outlook also reflects the CDB’s continued efforts to contain portfolio concentration through ongoing diversification efforts, and
the slight improvement in the weighted average credit quality of its borrowing members. The bank's portfolio concentration is also
contained by its existing single exposure limits, mitigating the credit risk and high regional concentration of its loan portfolio.

Factors that could lead to an upgrade
The rating could be upgraded if the average quality of the CDB's borrowers were to improve substantially and the concentration of
its loan book were to decline significantly. Given the bank's mission to serve the Caribbean, coupled with the economic and financial
challenges facing the region, we view this as unlikely in the medium term, notwithstanding management’s plans to increase lending to
its members that we rate at a higher level.

Factors that could lead to a downgrade
Downward rating pressure could emerge if the bank's capitalization or liquidity metrics were to deteriorate substantially. Such a
deterioration could emerge as a result of significant losses or impairments on the bank’s loan portfolio, or if the bank fails to comply
with or weakens its prudential financial policies. Evidence of waning support from non-regional members and donors would likely also
exert downward pressure on the rating.

Key indicators

Exhibit 2

CDB (Caribbean Development Bank) 2015 2016 2017 2018 2019 2020

Total Assets (USD million) 1,407.1 1,599.2 1,641.0 1,747.7 2,095.5 2,121.3

Development-related Assets (DRA) / Usable Equity [1] 113.2 113.2 117.4 128.9 133.5 136.7

Non-Performing Assets / DRA 0.5 0.5 0.5 0.6 0.2 0.1

Return on Average Assets 0.7 -0.8 -0.3 0.1 2.0 1.6

Liquid Assets / ST Debt + CMLTD 433.3 379.7 989.0 400.3 593.1 399.7

Liquid Assets / Total Assets 19.8 27.2 26.8 26.2 34.1 29.9

Callable Capital / Gross Debt 273.5 210.1 198.8 172.7 124.7 125.7

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

Source: Moody's Investors Service

Profile

The Caribbean Development Bank (CDB) is a multilateral lending institution founded in 1969 and headquartered in Barbados (Caa1 stable).
The bank's purpose is to contribute to the economic growth and development of its Caribbean member countries and to promote their
economic cooperation and integration. The CDB has developed a niche in assisting less-developed Caribbean members, where often the bank
is the only source of borrowing. With a loan portfolio of $1.4 billion, the CDB is one of the smaller of the multilateral development banks
(MDBs) we rate. Because of its relatively small size, the CDB focuses on having a greater economic impact in smaller countries than in larger
economies where other MDBs can provide more funding. The CDB provides loans to its BMCs from its Ordinary Capital Resources (OCR)
and from various other concessional funds that make up its Special Funds Resources (SFR), which was established to provide resources on
concessional terms, primarily for poverty reduction and climate shocks.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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Detailed credit considerations
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, as shown on the cover page graphic. Additional factors can affect the intrinsic financial strength, such as risks stemming from
the operating environment or the quality of management. The strength of member support is then incorporated to yield a rating range.
For more information, please see our Supranational Rating Methodology.

FACTOR 1: Capital adequacy score: aa3
The CDB’s “aa3” capital adequacy score reflects its “aa3” capital position and our expectation that leverage will remain stable over the
coming years. The capital adequacy score also incorporates a “ba” development asset credit quality (DACQ), which reflects the CDB's
regional developmental mandate and highly concentrated lending portfolio with high exposure to low-credit-quality sovereigns in the
Caribbean. Nonetheless, the CDB's asset performance is assessed at “aaa” and remains very strong, with nonperforming assets (NPA) at
only 0.1% of the total portfolio.

Capital adequacy will remain strong despite low DACQ
When assessing an MDB’s capital adequacy, we look at the bank’s loss absorption capacity provided by its own usable equity in the face
of shocks that may impair its assets, measured by the leverage ratio – the ratio of development-related assets (DRA) to usable equity.
The CDB's leverage ratio has risen marginally since 2017 after steadily declining between 2010 and 2016. Following the CDB's general
capital increase in 2010, the bank's leverage improved steadily through 2016, outperforming both the Aa and Aaa medians. However,
leverage rose to 137% in 2020, up from its 2016 low of 113%.

Relative to its peers, the CDB maintains a strong capital position. The CDB's development-related assets averaged only 133% of usable
equity, one of the lowest leveraged MDBs among Aa-rated supranationals (see Exhibit 3). While we expect this ratio to increase over
the next two to three years, it will likely remain comfortably below both the Aa and Aaa medians (see Exhibit 4).

Exhibit 3

CDB's leverage is below the median for Aa-rated peers
DRA/equity (%), 2018-20 average

Exhibit 4

CDB's leverage has increased marginally since 2017
DRA/equity, in percentage terms

0%

100%

200%

300%

400%

500%

600%

700%

800%

Aa and Aaa medians use three-year averages.
Sources: CDB and Moody's Investors Service

0%

50%

100%

150%

200%

250%

300%

2016 2017 2018 2019 2020

CDB Aa median Aaa median

Sources: CDB and Moody's Investors Service

The bank maintains conservative limits on total lending and borrowing. The charter limits the total amount of outstanding loans,
equity investments and guarantees to 100% of the bank's unimpaired subscribed capital and retained earnings, net of receivables from
members, derivatives, and Japanese yen and Swiss franc borrowings. As of year-end 2020, outstanding loans were 56.3% of subscribed
capital and net retained earnings, down from an average of more than 70% for 2006-10 because of the general capital increase.

The CDB’s comparatively low leverage is counterbalanced by the bank's low DACQ score, which is set at “ba” and primarily reflects the
bank’s high exposure to low-credit-quality borrowers. The CDB's weighted-average borrowing rating (WABR) improved slightly to Caa1
in 2020, up from Caa2 a year earlier, as the bank ramped up its lending operations to the Bahamas (Ba3 negative). Increased lending
support for the Bahamas was driven by the government's increased need for concessional financing in the wake of the pandemic and
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the CDB's ongoing portfolio diversification efforts. Despite this modest improvement, the overall credit quality of the CDB's loan
portfolio remains low and will likely be constrained by the relatively low-rated sovereigns in the region. The CDB's low WABR underpins
our DACQ score of “ba.”

As a regional development bank, the CDB’s mandate is limited to a region where several sovereigns have had decreasing
creditworthiness, or in some cases have needed to restructure their debt obligations. Such is the case for some of the CDB’s largest
borrowers, including Barbados (19% of loans), Jamaica (B2 stable; 9%) and Belize (Caa3 stable; 9%), which together account for
almost 40% of the CDB's lending operations (see Exhibit 5). Although all three sovereigns have recent histories of default, the CDB has
consistently remained outside the perimeter of debt restructuring operations, a reflection of the bank's preferred creditor treatment.

We expect lending to Barbados to continue to fall relative to the size of the total portfolio over the next few years as the CDB increases
its support to other sovereigns in the region. However, the country is likely to remain the bank's largest borrower for the foreseeable
future. Although Barbados' tourism-dependent economy was hit hard by the pandemic and the decrease in international tourism flows,
the sovereign's early success with its International Monetary Fund program, favorable maturity profile and adequate foreign reserve
buffer reduce the likelihood of a re-default on its private debt.

Exhibit 5

CDB's largest borrowers have lower ratings
Loans outstanding, as a percentage of the total (2020)

Exhibit 6

Diversification efforts will gradually reduce exposure to Barbados
Loans outstanding to the four largest borrowers we rate, as a percentage of
the total portfolio
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Despite the aforementioned low borrower quality, the CDB’s NPA were very low at 0.1% of the total loan portfolio in 2020, down from
a recent high of 1.1% in 2012. These NPLs stem from two loans disbursed to a private-sector entity, the losses of which have been fully
provided for and gradually recovered over the last few years. The CDB's low NPA ratio highlights the fact that even though some of its
sovereign BMCs have defaulted on market debt, they are willing to remain current on their liabilities to the bank.

FACTOR 2: Liquidity and funding score: aa2
The CDB’s “aa2” Liquidity and funding score, supported by the bank's strong liquidity coverage, is set at “aaa” and its quality of funding
score is at “aa.” The CDB's “aa2” Liquidity and funding score is in line with that of the Council of Europe Development Bank (CEB, Aa1
stable) and Eurofima (Aa2 stable).

CDB benefits from strong liquidity position
The CDB's liquidity coverage is strong in the event of stress, which would include inability on the part of the bank to tap into financial
markets. The CDB's liquid resources ratio, which is the ratio of high-quality liquid assets to net outflow from uninterrupted net loan
disbursements, debt repayment and administrative costs, scores “aaa” and reflects the bank's holding of enough assets to sustain its
functioning for more than 18 months.

The CDB’s liquidity position is strong relative to that of its peers. On average, total liquid assets covered its short-term and currently
maturing long-term debt since 2015 more than four times, reflecting a relatively modest debt stock and a favorable maturity profile
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(see Exhibit 7). Similarly, the CDB's stock of liquid assets accounted for about 30% of total assets over the last three years, in line with
other Aa-rated MDBs with strong liquidity profiles (see Exhibit 8). Overall, liquidity has steadily improved since its refinancing operation
in 2016, with liquid assets totaling $633 million in 2020, up from $435 million in 2016 (a 45% increase).

Exhibit 7

CDB's liquid assets provide strong coverage of current obligations
and the debt stock
Liquid assets, as a percentage of short-term obligations and as a percentage
of total debt

Exhibit 8

About one-third of CDB's total assets are liquid, in line with the Aa
median
Liquid assets, as a percentage of total assets
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Multiple currency bond placements at low interest rates indicate strong market access
We assess the CDB's quality of funding as “aa” because of demonstrated capital market access in multiple currencies and at low costs.
The CDB's latest issuance in the capital markets took place in December 2019, when the CDB issued a €250 million, 20-year bond
in the German market at an annual interest rate of only 0.875%. The issuance, which represents one of the bank's longest-dated
borrowing thus far, marks the CDB's first foray into the German market and is an effort to further diversify its investor base. The 2019
transaction confirmed the CDB's continued market access at low cost to support its operations, and we expect it to continue to benefit
from similarly advantageous pricing.

More recently, the CDB has relied on its revolving loans and lines of credit from partnerships with other MDBs. The CDB has two
revolving loans from the European Investment Bank and the Inter-American Development Bank (IADB; Aaa stable). As of June 2021, the
outstanding balance on IADB loan was about $18 million out of the original balance of over $53 million. It also has access to two lines
of credit from the EIB (which expire in 2022-23), a $115 million line and a $65 million line designated specifically for climate change
projects, the latter of which was drawn down to finance projects in 2020. As of June 2021, the outstanding balance on the credit lines
from EIB were about $109 million in total. Additionally, the CDB benefits from a $33 million line of credit from Agence Francaise de
Developpement (AFD) and a $40 million line from a highly rated commercial bank, the latter of which has a maximum limit of $75
million approved by the board. The CDB is seeking another counterparty to conclude an agreement for the unused balance to meet its
diversification strategy.

Qualitative adjustments to intrinsic financial strength
In our credit assessment of MDBs, we also take into account several other factors such as an MDB's operating environment and the
quality of its management, including risk management.

Operating environment
We apply a “-1” adjustment for the operating environment, reflecting the CDB's lending exposure to the Caribbean region, which
represents a difficult macro-fiscal environment, with a number of highly indebted sovereigns facing persistently low growth, some of
which have histories of default on private debt.

The CDB's operating environment has become even more difficult because of the region's regional vulnerability to the severe
macroeconomic shock caused by the pandemic, which continues to have a deeply negative impact on economic activity and the fiscal
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profiles of the region's tourism-dependent economies. While we expect asset performance to remain sound, the severe shock could
undermine the CDB's track record of low NPA.

Quality of management
The CDB has conservative liquidity management policies and effective risk management practices, as discussed under the Liquidity and
Funding Score section. We make no adjustment for the quality of management.

FACTOR 3: Strength of member support score: High
We assess the CDB's Strength of member support as “High.” The ability of the bank’s membership to provide support — as proxied
by the Ba2 weighted-average shareholder rating (WASR) — is modest in our view, because of the balance between the CDB's high
concentration of low-credit-quality shareholders from inside the region and the participation of relatively high-credit-quality sovereigns
from outside the region, such as Canada (Aaa stable) and the UK (Aa3 stable). We also consider the fact that the CDB's members have
a very strong willingness to support the entity if required because of the important role of the CDB as a key development partner in the
region.

The CDB’s member base consists of borrowing regional developing members and non-borrowing members from inside and outside
the region. Although some of the borrowing members face significant credit challenges, the CDB's non-regional members are
comparatively highly rated, which supports the bank's Ba2 weighted-average shareholder rating, a proxy for the ability of its
membership base to provide extraordinary support to the bank, should it become necessary.

Shareholders' contractual support has diminished in recent years, but remains strong
As is the case with most MDBs, the CDB benefits from callable capital (CC), which can be used to pay down debt if called. Shareholders'
willingness to provide contractual support is high, as denoted by the CDB's large CC buffer, which provides full coverage of the bank's
total debt stock. However, CC coverage of debt has diminished in recent years as the bank took on leverage to support the growth
of its loan portfolio, with CC falling to 125% of total debt in 2020, down from a high of 250% in 2014. Nonetheless, the CDB's CC
coverage is in line with the Aa median (see Exhibit 9). The credit quality of the CC buffer has also diminished over the last decade and
remains below the Aa median because some of its investment-grade shareholders, such as Trinidad and Tobago (Ba2 stable), Brazil (Ba2
stable) and the Bahamas, moved below investment grade (see Exhibit 10).

Exhibit 9

CDB's CC is more than sufficient to cover its entire debt stock …
CC, as a percentage of total debt

Exhibit 10

… but the credit quality of its membership base remains below Aa
median
Investment grade CC, as a percentage of total CC
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Demonstrated willingness to provide non-contractual support confirms our assessment
While the ability of many of its members to provide financial support may be limited, CDB shareholders’ willingness to support the
bank is very strong. The bank is a key development partner in the region and has a special relationship with its BMCs, which collectively
hold most of the bank's capital and, therefore, play an important role in determining its strategic direction. This influence drives their
support for the institution and distinguishes it from many other MDBs.
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Strong willingness to provide support is reflected in the May 2010 $1 billion general capital increase and the relatively high share
of paid-in capital. The 2010 capital increase, the fourth since the bank’s creation, increased subscribed capital by 150%. The capital
increase was originally intended to enable the bank to finance a planned increased lending in its 2010-14 strategic plan, but lending
plans were scaled back considerably as a result of the lingering effects of the 2008 global financial crisis on the region's economies.

Membership's non-contractual support for the CDB is also evidenced through regular donations to the bank's Special Development
Fund (SDF), the principal pool of concessional resources available to CDB to assist BMCs in addressing poverty, sustainable
development, governance, capacity development, gender inequalities, environmental sustainability, climate change, disaster risk
management, and regional cooperation and integration. In February 2021, contributors approved the 10th cycle of the SDF (SDF 10) for
$383 million, just under half of which would be funded through donations by member countries for the 2021-24 period. The top five
contributors to SDF 10 are: Canada ($59.7 million; 32% of donor contributions), the UK ($26.5 million; 14%), Germany ($13.7 million;
7%), Jamaica ($13 million; 7%) and Trinidad and Tobago ($11.3 million; 6%). While the Ordinary Capital Resources are funded by a
combination of debt and equity, the Special Development Fund (SDF), which is one of the largest pool of concessionary resources, is
replenished every four years through a mix of the SDF's internally resources, member countries and other external contributors.

Non-regional members have also demonstrated a strong willingness to support the CDB during times of stress. In 2018, the UK and
Canada, two of the CDB's founding members, stepped up to provide the bank with $40 million to help fund recovery efforts in the
region following Hurricanes Irma and Maria in 2017. Furthermore, the amount of financial support that would be necessary to support
the CDB in times of stress is small in terms of the UK and Canada’s financial resources because of the size of the CDB. With only $1.4
billion in assets, it is one of the smaller MDBs among those we rate.

ESG considerations
CARIBBEAN DEVELOPMENT BANK's ESG Credit Impact Score is Neutral-to-Low CIS-2

Exhibit 11

ESG Credit Impact Score

Source: Moody's Investors Service

CDB's neutral-to-low credit impact score (CIS-2) reflects neutral-to-low exposure to social and governance risks, as well as moderately
negative exposure to environmental risks. Resilience is supported by CDB's committed shareholder base, in addition to financial support
from non-regional members and other funding sources from non-regional DFIs, which is often channeled through the CDB as an active
MDB in the region.

7          1 June 2022 Caribbean Development Bank – Aa1 stable: Regular update



MOODY'S INVESTORS SERVICE SOVEREIGN AND SUPRANATIONAL

Exhibit 12

ESG Issuer Profile Scores

Source: Moody's Investors Service

Environmental
CDB's environmental issuer profile score is moderately negative (E-3). This reflects primarily exposure to physical climate risk because
of portfolio concentration in a region that is subject to extreme weather events, which may weaken the CDB's asset quality. CDB's
top sovereign borrowers have high environmental risk scores denoting the fact that they are prone to severe physical climate-related
shocks.

Social
CDB's neutral-to-low social issuer profile score (S-2) reflects strong customer relations with its borrowers and its financial relevance to
the region where its lending products have effectively addressed specific needs of its members.

Governance
CDB's governance issuer profile score of neutral-to-low (G-2) is based on conservative risk management policies that have proved
effective in limiting and managing risks associated with its lending portfolio. Risk management practices also mitigate some of the
CDB's portfolio exposure to climate risk.

ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on www.moodys.com. To view the
latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.

All of these considerations are further discussed in the “Detailed credit considerations” 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.

Recent developments
CDB's performance in the first six months of 2021 remained in line with its historical trends
Total loans outstanding decreased slightly to $1.296 billion in the first six months of 2021 from $1.332 billion in December 2020. The
maturity schedule of loans outstanding are highly skewed to 2026-30, with 42% of all loans maturing in that period (see Exhibit 13). At
the same time, 37% of total borrowings as of June 2021 are due between 2025 and 2029, balancing the maturities (see Exhibit 14). As
of June 2021, CDB's total borrowings as a percentage of its borrowing limit decreased to 72.3% from 79.5% in December 2020.
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Exhibit 13

Maturity schedule of total loans outstanding
$, thousands

Exhibit 14

Maturity schedule of total borrowings outstanding
$, thousands
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In addition to the lines of credit from EIB to fund climate risk-related projects, CDB is expanding its focus on environmental, social
and governance considerations. On 4 March, CDB and the European Union (EU) signed a €14 million program called Caribbean Action
for Resilience Enhancement (CARE). While the funding will be from the EU, CDB will be responsible for implementing disaster risk
management and building climate resilience in BMCs.
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Rating methodology and scorecard factors

Initial score Adjusted score Assigned score

Factor 1: Capital adequacy (50%) aa3 aa3

Capital position (20%) aa3

Leverage ratio aa3

Trend 0

Impact of profit and loss on leverage 0

Development asset credit quality (10%) ba

DACQ assessment ba

Trend 0

Asset performance (20%) aaa

Non-performing assets aaa

Trend 0

Excessive development asset growth 0

Factor 2: Liquidity and funding (50%) aa2 aa2

Liquid resources (10%) aaa

Availability of liquid resources aaa

Trend in coverage outflow 0

Access to extraordinary liquidity 0

Quality of funding (40%) aa

Preliminary intrinsic financial strength aa2

Other adjustments -1

Operating environment -1

Quality of management 0

Adjusted intrinsic financial strength aa3

Factor 3: Strength of member support (+3,+2,+1,0) High High

Ability to support - weighted average shareholder rating (50%) ba2

Willingness to support (50%)

Contractual support (25%) aaa aaa

Strong enforcement mechanism 0

Payment enhancements 0

Non-contractual support (25%) Very High

Scorecard-Indicated Outcome Range Aaa-Aa2

Rating Assigned Aa1

Rating factor grid - Caribbean Development Bank

Note: Our ratings are forward-looking and reflect our expectations for future financial and operating performance. However, historical results are helpful in understanding patterns and trends of an issuer’s 

performance as well as for peer comparisons. Additional considerations that may not be captured when historical metrics are used in the scorecard may be reflected in differences between the adjusted and assigned 

factor scores.  Furthermore, in our ratings we often incorporate directional views of risks and mitigants in a qualitative way. For more information please see our Multilateral Development Banks and Other 

Supranational Entities rating methodology.

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

» Issuer In-Depth: Caribbean Development Bank – Aa1 stable: Annual credit analysis, 1 June 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

» Moody's Supranational web page

» Moody's Sovereign and supranational rating list

» Caribbean Development Bank

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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https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1232238
https://www.moodys.com/researchandratings/market-segment/sovereign-supranational/supranational/005005004
https://www.moodys.com/research/Sovereign-Supranational-Rating-List--PBC_186519
https://www.caribank.org/
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