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Summary
Our credit view of CAF balances the development bank's history of strong asset performance
and healthy growth with a portfolio that is exposed to low borrower credit quality
and higher-than-peers leverage. CAF's credit profile also incorporates its highly liquid
position, underpinned by a robust liquidity risk management policy and prudent financial
management. While CAF's loan book is subject to concentration risk, it continues to diversify
its lending portfolio and shareholder base.

Exhibit 1

CAF's credit profile is determined by three factors

Capital Adequacy Liquidity Strength of Member Support

High Very High Low

Intrinsic Financial Strength (F1 + F2)

High

Rating Range (F1 + F2 + F3)

Aa2-A1

Source: Moody's Investors Service

Credit strengths

» Strong willingness of members to provide financial support

» Prudent financial management reflected in diversified funding sources

» Record of strong asset performance and very low non-performing loans (NPLs)

Credit challenges

» Significant, albeit declining, credit exposure to low-rated countries

» Very limited presence of highly-rated shareholders

» Comparably high leverage relative to 'Aa'-rated peers
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Rating outlook
The stable outlook reflects our expectation that CAF's capitalization and liquidity levels will remain consistent with its Aa3 rating, as
CAF continues to expand its operations, balancing loan growth with adequate liquidity and capitalization buffers. The stable outlook
also reflects our expectation that the institution will be able to successfully manage operating and credit risks from its exposure to
Venezuela (C stable) and that the sovereign will remain current on its obligations to CAF.

Factors that could lead to an upgrade
Although unlikely in the near future, upward credit pressure would develop if CAF meaningfully reduces its exposure to its lowest
rated borrowers, decreases its leverage, and if its capitalization and liquidity ratios demonstrate significant improvement. The inclusion
of new non-borrowing highly rated members responsible for a significant amount of callable capital, and that would reduce the
correlation between members and assets, would also support improved creditworthiness.

Factors that could lead to a downgrade
The rating outlook would be changed to negative if Venezuela were to be placed on non-accrual status due to missed payments, as it
would signal the potential for material pressure on the balance sheet and profitability of the bank over a 12-18 month time horizon.

A subsequent rating downgrade would result if CAF and Venezuela were unable to quickly resolve the missed payments to limit the
negative impact on CAF’s capital adequacy and liquidity metrics. Downward pressure on CAF’s credit profile would also develop if
it were to face a strong deterioration in asset quality due to credit events involving other borrowers, or if it were to experience an
erosion of its capital and liquidity buffers due to a rapid expansion of its loan book not sufficiently compensated by additional capital
contributions.

Key indicators

Exhibit 2

Corporación Andina de Fomento (CAF) 2013 2014 2015 2016 2017 2018

Total Assets (USD million) 27,418 30,458 32,470 35,669 38,112 40,014

Return on Average Assets (%) 0.8 0.5 0.2 0.4 0.2 0.6

Usable Equity/Gross Loans Outstanding + Equity Operations (%) [1] 42.9 45.1 45.9 46.8 46.2 46.4

Gross NPLs/Gross Loans Outstanding (%) [2] 0.0 0.1 0.0 0.5 0.6 0.4

ST Debt + CMLTD/Liquid Assets (%) [3] 52.3 33.1 42.9 34.6 36.1 23.9

Total Debt/Discounted Callable Capital (%) [4] 1,910.9 2,039.9 2,610.2 2,833.7 3,134.1 3,257.6

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

[2] Non performing loans

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

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

Source: Moody's Investors Service

Detailed credit considerations
On 26 April, we affirmed CAF's Aa3 issuer rating and stable outlook. The key drivers of the affirmation were: (1) CAF's instrinsic financial
strength remains robust with solid asset quality, robust capital buffers, improved profitability and liquidity, despite high leverage ratios
and (2) exposure to Venezuela continues to be prudently managed as Venezuela remains current on all payments to CAF despite severe
economic stress.

We assess capital adequacy to be “High,” reflecting the robust asset quality and limited leverage, counterbalanced by a moderate
capital position due to greater portfolio concentration than other similarly-rated multi-lateral development banks (MDBs). Portfolio
concentration and relatively low borrower quality reflect CAF’s development mandate and as a result are unlikely to change

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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significantly over the medium term. Nevertheless, prudent financial and risk management has resulted in a strong portfolio
performance that is underpinned by a track record of very low nonperforming loans (NPLs).

CAF’s asset coverage ratio (ACR) is stable and has improved modestly over the past five years, standing at 46.4% at the end of 2018,
compared to 42.8% in 2013. Modest improvements in the ratio are reflective of continued increases in the member base and capital
contributions. Strong asset coverage is coupled with close to zero NPLs between 2010 and 2015. Though NPLs rose slightly, averaging
0.5% of the loan portfolio between 2016-18, all incidents of non-performance stemmed from the Bank's non-sovereign-guaranteed
loan book and reflect a deterioration in repayment capacity due to currency depreciations throught most of Latin America in 2016.

The two main challenges for CAF remain low borrower quality and a relatively high level of portfolio concentration, consistent with the
institution's development mandate and regional role. CAF's top five borrowers account for over half of the lending portfolio. However,
CAF has made progress in diversifying its operations, particularly in reducing exposure to founding members and single borrower
exposure, the latter of which represented 14.3% of the total loan portfolio in 2018, down from 25% in 2005.

Our assessment of liquidity is “Very High,” recognizing CAF's strong liquidity position as a result of a conservative liquidity risk
management policy. CAF's liquidity policy mandates that it hold at least 12 months net cash requirements (defined as debt service
and committed disbursements less repayments), but in practice the institution holds 24 months of net cash requirements, a level that
compares favorably with 'Aa' peers, making CAF one of the most liquid 'Aa'-rated multilateral development banks. CAF's average debt
service coverage ratio over the past three years is 31.6%, slightly below its rated peers, but has steadily improved since 2010, in line
with the 'Aa' median.

Finally, we assess strength of member support to be “Low,” reflective of CAF's low amount of callable capital and below average
credit quality amongst shareholders. Since the majority of CAF's capital is paid-in, it has limited callable capital. Only 19.9% of CAF's
capital is callable; of total callable capital, only 50% was from investment grade (IG) countries in 2018. In 2018, fewer than half of
CAF's 19 shareholders were IG, contributing to a Ba1 weighted median shareholder rating. Though this is below the average of almost
all of its 'Aa'-rated peers, it does reflect a significant, two-notch improvement since 2006, when the weighted median shareholder
rating was two notches lower at Ba3.

Recent developments
Credit metrics remain robust as loan growth continues...

CAF's loan portfolio grew by 6.3% in 2018, bringing total assets to $40.1 billion, comfortably above the Aa-rated median of $6.2 billion.
Despite robust lending growth, the Bank's asset coverage ratio (defined as usable equity / total loans) remained steady at 46.4%, up
from 42.8% in 2013, supported by the first installment of a new round of annual paid-in capital increases scheduled through 2023.
Based on the expected capital payments, we estimate the with a yearly loan portfolio growth of 11% key credit metrics would remain
at their current levels. Given that we expect loan growth will be in the 6%-8% range through the end of 2019, capital growth will
outpace portfolio growth contributing to improvements in capitalization ratios.

In addition to regular capital increases, the Bank has relied on market debt to fund the growth in its loan portfolio. CAF's debt rose
to $23.5 billion in 2018, up from $22.9 billion the year prior. The increase was due to a rise in bond debt, while commercial paper
decreased by about 64% to further increase reliance on longer-term debt, decrease rollover risk and guard against the steady rise
in global interest rates. Despite increases in debt, leverage (debt / useable equity) has remained relatively steady over the last five
years, registering at 198.5% in 2018, above the Aa-median of 106.2%. Nonetheless, CAF's debt service coverage ratio (short-term and
currently maturing long-term debt / liquid assets) has declined significantly in recent years, registering at 23.9% in 2018, below the Aa-
rated median of 27.2%, and down from 52.3% in 2013.

...despite small recent upticks in non-performing loans

CAF's top five borrowers account for 54% of the lending portfolio in 2018, posing concentration risks. However, CAF has made progress
in diversifying its operations, particularly in reducing exposure to founding members and single borrower exposure. The continued
gradual diversification of CAF's loan portfolio and prudent risk management is likely to partially offset these potential risks on loan
portfolio performance.
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Despite concentration risks, CAF's asset performance remains sound. Between 2005 and 2015, CAF's NPLs remained at or near zero
save in three years (2011, 2012 and 2014 when they were 0.1% of all loans), and in all instances were due to private sector loan
exposure. In 2018, NPLs declined to 0.45% of total loans, after rising slightly to 0.55% and 0.59% in 2016 and 2017, respectively.
The small NPLs are primarily the legacy effects of significant currency depreciations in 2016 and weaker economic conditions in
some markets hurt private sector borrowers' repayment capacity. Looking ahead, stronger economic activity and stable exchange
rates should support asset performance. We expect that NPLs will remain very low even if renewed currency weakness from sharp
depreciation weakens borrower repayment capacity.

Concentrated credit risk in the lending portfolio remains well-contained

CAF's third-largest loan exposure is to the Government of Venezuela (C stable), which represented 14.0% of the total lending portfolio
at year-end 2018.

CAF's credit risk from exposure to Venezuela is manageable as the sovereign remains current on its loans. In the event that Venezuela,
which was downgraded last March, were not current on its repayments, NPLs would likely remain contained below 5% unless the
sovereign remained delinquent on repayments for approximately two years, at which point this would begin to weigh on CAF’s large
existing capital buffers and potentially on its creditworthiness

As of April 2019, Venezuela remained current on all its obligations to CAF, including interest and principal on debt service, and more
importantly, on capital contributions in the context of the latest general capital increase program through 2031. Although from time to
time Venezuela has been delayed with some scheduled interest payments on loans, the sovereign usually clears up the late payments
within a matter of weeks if not days. The delays seem to be mainly related to operating issues, including challenges posed by US
sanctions. Because Venezuela remains current on all obligations to CAF despite the severe external liquidity crunch the sovereign is
experiencing, it is unlikely that CAF’s loan book will be materially affected.

Moreover, we expect Venezuela's debt service on CAF lending to remain under $500 million, as it has since 2011, smaller than the
yearly disbursements that the sovereign receives from CAF, resulting in a positive net yearly flow of hard currency to Venezuela.
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Rating methodology and scorecard factors

Rating Factors - Corporación Andina de Fomento (CAF)

Rating Factors Factor Weight Factor Score
Factor 1: Capital Adequacy 60% High

Factor 2: Liquidity 40% Very High

Intrinsic Financial Strength (F1 + F2) Preliminary Rating Range High

Factor 3: Strength of Member Support +3, +2, +1, 0 notches Low

Rating Range (F1 + F2 + F3) Aa2-A1

Assigned Rating Aa3

Note: 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 Multilateral Development Banks and Other Supranational Entities rating methodology.

Footnotes:

(1) Rating Range: Factor 1, Capital Adequacy, and Factor 2, Liquidity, combine according to the weights indicated into a 

construct we designate as Intrinsic Financial Strength (IFS). A notching system combines IFS and Factor 3, Strength of 

Member Support.  

(2) 5 Ranking Categories: Very High, High, Medium, Low, Very Low.

Moody's related publications

» Rating Action: Moody's affirms CAF's Aa3 rating; maintains stable outlook, 26 April 2019

» Rating Action: Moody's affirms Aaa.mx rating of Corporacion Andina de Fomento (CAF), 26 April 2019

» Credit Analysis: Corporacion Andina de Fomento - Aa3 stable, 24 September 2018

» Issuer Comment: Exposure risks to Venezuela vary, but strong buffers contain negative credit pressures, 7 June 2018

» Rating Methodology: Multilateral Development Banks and Other Supranational Entities, 17 September 2018

5          26 April 2019 CAF (Corporación Andina de Fomento) - Aa3 Stable: Update following rating affirmation

This document has been prepared for the use of Gabriel Felpeto and is protected by law. It may not be copied, transferred or disseminated unless
authorized under a contract with Moody's or otherwise authorized in writing by Moody's.

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1059755
https://www.moodys.com/research/Moodys-affirms-CAFs-Aa3-rating-maintains-stable-outlook--PR_397695
https://www.moodys.com/research/Moodys-affirms-Aaamx-rating-of-Corporacion-Andina-de-Fomento-CAF--PR_399411
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1140495
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1127715
https://www.moodys.com/research/Multilateral-Development-Banks-and-Other-Supranational-Entities--PBC_1137185


MOODY'S INVESTORS SERVICE SOVEREIGN AND SUPRANATIONAL

© 2019 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE
MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S
RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT
RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY
ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT
RATINGS AND MOODY’S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS
ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS
COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW,
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED
OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES
AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well
as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the rating process or in preparing the Moody’s publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the
avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities (including
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any rating,
agreed to pay to Moody’s Investors Service, Inc. for ratings opinions and services rendered by it fees ranging from $1,000 to approximately $2,700,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors
Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you
represent to MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or
indirectly disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as to
the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally
Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for ratings opinions and services rendered by it fees
ranging from JPY125,000 to approximately JPY250,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

REPORT NUMBER 1169006

6          26 April 2019 CAF (Corporación Andina de Fomento) - Aa3 Stable: Update following rating affirmation

This document has been prepared for the use of Gabriel Felpeto and is protected by law. It may not be copied, transferred or disseminated unless
authorized under a contract with Moody's or otherwise authorized in writing by Moody's.

http://www.moodys.com


MOODY'S INVESTORS SERVICE SOVEREIGN AND SUPRANATIONAL

CLIENT SERVICES

Americas 1-212-553-1653

Asia Pacific 852-3551-3077

Japan 81-3-5408-4100

EMEA 44-20-7772-5454

7          26 April 2019 CAF (Corporación Andina de Fomento) - Aa3 Stable: Update following rating affirmation

This document has been prepared for the use of Gabriel Felpeto and is protected by law. It may not be copied, transferred or disseminated unless
authorized under a contract with Moody's or otherwise authorized in writing by Moody's.




