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A FOREWORD
from Tharman Shanmugaratnam

As members of the global community, we work for a world that can be free of poverty, that

supports broaebased prosiperity and job creationAfor the fega’gwing number of young people A
SYGSNAYy3a (GKS 62N] F2NOST FyR GKFG A& &adzadlAylofS
goals.

We need a forceful effort to rebuild growth, and most critically in the developing world. It will
require more finance from every source, domestic and international, and a more effective use of
finance. However, we will only succeed if we mobilize private capital on a vastly greater scale than
seen in the past.

Doing so requires significant reforms across the system of development finance. At the core of
these reforms is the recognition that development finance must work as a system, rather than a
collection of multilateral and bilateral agencies, or of individual projects. In particular, bringing
together and effectively leveraging the complementary capabilities of all development agencies has
the potential to reduce investment risk, attract much larger volumes of private capital, and multiply
development impact.

In this regard, one of the key proposals that the G20 Eminent Persons Group on Global Financial
Governance made in its 2018 report was to develop syskede risk insurance capabilities, taking

I R@Fyal3S 2F alLD!Qa LRaAadAazy la | IFt2orf LI2EAGA
with MIGA can serve as a platform to combine expertise and expand political risk insurance (PRI),
lowering the hurdles to private investment.

MIGA and its partners in the international development community are making these partnerships a
reality. This handbook lays out guiding principles and highlights modalities that can serve as a
foundation upon which sustained partnerships can be developed. They will get us closer to our
collective ambition of a world without poverty.

Sincerely,

Tharman Shanmugaratnam, Senior Minister, Singapore; Chairman, G20 Eminent Persons Group on
Global Financial Governarice

1. The G20 EPG report, which was submitted in 2018, is available at www.globalfinancialgovernance.org

MULTILATERAL INVESTMENT GUARANTEE AGERCY BANK GROUP 4



A FOREWORD
from Hiroshi Matano

¢KS ao0ltfS IyR O2YLX SEAGe 2F G(G2RlI&Qa RS@St2LISyi
mobilize investments into emerging markets and developing economies. Achieving the Sustainable
Development Goals (SDGs) alone will require annual investments of $3.9 trillion over the next 10

years. The stress on national budgets introduced by the global CIBNdemic has severely

limited the ability of governments to mobilize the funds necessary to finance the investments that

will close this gap. The result is a need for private sector capital that is greater than ever before.

Political risk insurance and credit enhancement have a track record of effectesking and thus
catalyzing private investment into emerging markets through cagitmient instruments. Deploying

these types of deisking solutions in combination with debt and equity financing has the potential to
materially increase the flow of private sector capital into emerging markets and developing economies.

Over the last 30 years, MIGA has partnered with the private sector and the broader development
community to develop and deploy innovative-deking solutions that support investments across
infrastructure, financial services, energy, manufacturing, agriculture, and services. At a time when
public financing is under severe pressure, MIGA is ready to expand its commitment to investors and
governments to unlock private capital at the scale required, and in doing so, form even closer
partnerships across the development community.

Sincerely,
Hiroshi Matano, Executive Vice President, MIGA
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AN INTRODUCTION
from Ethiopis Tafara

Over the last several decades, the global community has made enormous progress towards reducing extreme
poverty and creating shared prosperity. Between 1990 and 2015, 1.1 billion people were lifted out of poverty,
600 million gained access to clean water, and the number of children of primary school age that wefe out
school fell by 50 million. As members of a global development community, we have individually and
collectively led the way on initiatives and projects instrumental to these achievements. Despite this progress,
the challenges we face today remain sizable and are a call to action for each of us. Every year, 20 million new
jobs need to be created to match the growing number of young people entering the labor market.

Additionally, the global infrastructure gap is expected to reach $15 trillion by the end of 20d®he COVID

19 pandemic is expected to push betweenZDmillion people into poverty this year alone. Achieving the
{5D&d a O2YYAUGSR o0& Hnon gAff NBIAdANS Iy SadAavyld
level of $1.4 trillion falls well short of that target.

Political risk guarantees can play a bigger role in mobilizing private sector investntéoivever, in order to
mobilize the private sector capital necessary to close this gap, a new form of cooperation among the
development community is needed one that is based on systematic partnerships to expand PRI. This new
form of partnerships must operate based commonly agreedipon principles that facilitate joint project
origination, set standards for shared diligence, encourage innovative product applications, and strategically
leverage complementary capabilities and capacity. At scale, such partnerships have the potential to expand
development impact and enable private sector investment that would not have been possible otherwise.
Deploying political risk guarantees in these new systenpatithershipss essential for the development
community to operate at its full potential, and to rise to the development challenges of the present day.

¢KS LI 3Sa (KIdG F2ft2¢6 RSAONAOS alLD! Q& | LIINRI OK (2
approach build®n aset of guiding principlethat MIGA intends to follow when partnering with the broader
development community. It also outlines a seriescélable or replicable project structures that

demonstrates how political risk insurance together with other investment, lending, anskiag instruments

can mobilize incremental private sector investment into emerging markets and developing economies. This
approach is the result of ongoing discussions among development partners and the input gathered during the
2019 Guarantee Conference and the Paris Worksliop NEFf SOlia alLD! Qa O2YYAlUYSy
and to increase the use of political risk insurance as a way to effectively mobilize private sector capital into
developing economies.

In the turbulent global environment in which we find ourselves, we believe that fostering partnership through
de-risking solutions is imperative in order to offer innovative solutions that effectively respond to the
OKIffSyaSa ¢S O2ttSOGAQPSte FTIFLOSd 2KAfS GKS T2ftf29
effectively and systematically with the development community, we hope you will join us in the pursuit of
global collaboration, and we look forward to working with you in the months to come.

Sincerely,

Ethiopis Tafara, Vice President for Corporate Services and Partnerships & Chief Risk, Legal and Admin Officer
MIGA
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PARTNERSHIP
across the development community

Jurgen Rigterink, Oussama Kaissi
First Vice President, EBRD CEOQICIEC

¢KS 11 yR6221Qa DAZARAY3 t N

and complement the different risk mitigation ggsglréarrﬁgncif zr:FnaerEeadsch?:gfnr%tf: dzzt\ge?r?e
products offered by our respective P P y

_ . A x = EminengPer. oupyn 2 AGEC stropgly
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' multilateral development bank community and
other partners is of strategic importance to
Bajabuliled { 6 I-Tsf;habélala, ac_hievi_ng the L_JN S[_)Gs and to addressing other
Vice President. A(DB critical issues like climate change and the

’ current COVIEL9 crisis.

This partnership will allow us to collaborate

Historically each organization has developed
its own processes and procedures. By aligning PaddyPadmanathan

the way we operate in critical areas we have President & CEO, ACWA Power
begun to lay the foundations for efficient and
effective partnerships, strategically
leveraging the synergies between our
institutions.

Managing the risks and complexity of
investing in emerging markets requires strong
partnership built on implicit trust between

the private sector and muHateral
organizations that understand and are

José Antonio Alvarez, comfortable operating in these markets.
Vice Chairman and CEO, Banco Santander

ThierryDeay

As a private bank with operations in emerging o e CET AT

economies, we always look for opportunities
to partner with development finance
institutions. Finding partners that understand
and are comfortable with the risk in frontier
markets is essential to scale the types of
projects we invest in.

We continue to seek out opportunities to
deploy private sector capital in emerging
markets. Partnerships with MDBs to deploy
innovative derisking solutions are critical to
create bankable projects in high risk markets.

James P. Scriven,

CEO, IDB Invest Martin Kimmig

De-risking will be an essential element to Chief Risk OfficeAllB

crowd in more private sector partners within
our overall quest to meet our development
objectives.

aLD! Qa 3Jdz2r NI yiSSa NBYIAY
option as we are dealing with large SOEs and
Municipalities.
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CHANGING
the nature of partnership

We believe that expanding collaboration
among the development community to
increase the use of political risk insurance has
the potential to unlock material incremental
private capital. This handbook sketches out a
systematic approach to expanding
partnerships by making the case for
collaboration, articulating a set of principles to
facilitate partnerships, and highlighting project
typologies that demonstrate how political risk
insurance can be expanded through
partnership.

The outlined approach is intended to build on
recent commitments by the MDB community

From

Ad hoc, opportunistic
partnerships based
on shortterm requirements

Pursuit of the same transactions
and project pipelines

2

Inefficient engagement
with duplication of documents
and processes
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to work together to crowd in private
investment, such as the Joint MDB
Statement of Ambitions for Crowding in
Private FinancaVe are committed to
iImplementing this new approach and
changing how MIGA partners with other
members of the development community.
In doing so, we hope to move toward
systematic, principlebased collaboration
that increases the use of PRI products and
encourages global investment. If
successful, we expect to see three shifts in
how MIGA partners with members of the
development community.

To

Systematic collaboration based on
partnership principles that bring
together both the development
community and the private sector

Synergistic collaboration
based on complementary institutional
strengths and products

Streamlined and consistent
interaction on joint projects,

f SISNF IAYy3T SI OK
strengths
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1
THE CASE

FOR PARTNERSHIP

The case for stronger collaboration across the
development community to expand political risk
Insurance




THE CHALLENGES
facing emerging markets
and developing economies

The development community has played a The goals of achieving universal access to power and
pivotal role in making meaningful progress clean water, food security, adequate transport
towards reducing global poverty and creatingqhfrastructure, sustainable job creation, access to
shared prosperity. However, as the end of health care, and education remain illusive for too
2020 nears, the challenges facing emergingmany. To solve these challenges, coordination and
markets and developing economies remain collaboration on an unprecedented scale is required
iImmense. across members of the development community

and the private sector.

40-60 million people will fall into extreme
poverty (under $1.90/day) in 2020, raising the

eople will fall into
peop global extreme poverty rate to around 9%.

extreme poverty in 2020

20M Through 2030, 20 million new jobs need to be
created each year just to keep up with the
new jobs are needed growing number of people entering the labor
per year market.

By 2050, as many as 143 million people could
become climate migrants. Meanwhile, by
people could become 2030, climate change could push an additional
climate refugees 100 million people into poverty.

. @ HAHpPpX KFIEF 2F GKS g2
living in waterstressed environments; today,
people lack access 2.2 billion people lack access to safely
to safe drinking water managed drinking water services.

By 2040, the world will be facing an
infrastructure gap of $15 trillion compared to

TEEEES approximately $5.5 trillion today.

for infrastructure

S860M In 2018, 860 million people still lacked access
to electricity, with 600 million of those people

people lack living in subSaharan Africa.

access to power
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OUR GLOBAL ALLIANCE
is needed to close a $2.5 trillion
annual funding gap

Achieving the SDGs by 2030 will require an estimated Our efforts
FyydzZ € Ay@SadyYSyd 2F bPodd N éachivgthe SDBR | &
of $1.4 trillion each year falls well short of this target, will require a surge
leaving a financing gap of $2.5 trillion. Private and public in financing and
sector investment working togetheralong with proactive investments.

investment deriskingg could help fill this gap, but today
only $0.37 of additional capital is mobilized for every $1 of

public investment. To mobilize additional private sector Antonio Guterres,
finance for development, the development community SecretaryGeneral of
must work together to act as lenders, conveners, co the United Nations

investors, and providers of elesking solutions.

Estimated annual investment to meet SDGs in developing countfg&sillions)

$3.9 $1.4 $2.5

Total annual Current annual Annual investment
investment required investment gap to meet SDGs
to meet SDGs in SDGs
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GLOBAL CHALLENGES
require that we renew our commitment
to grow private investment

To make future economies more resilient, many countries will need systems that can build and
retain more human and physical capital during the recovenging policies that reflect and
encourage the pospandemic need for new types of jobs, businesses and governance syste 1i...

Closing the $2.5 trillion annual investment gap
needed to achieve the SDGs by 2030 requires a
step change in private capital mobilization. Globa
macroeconomic trends adversely affecting
investment flows into emerging markets and
developing economies have, however, slowed the
progress in closing the investment gap to date.

FDI into IDA and FCS countries has been in decli
since 2015, reaching a sigar low in 2018. At the
same time, average public debt ratios in emerging
markets and developing economies have risen to
levels comparable to those seen during the crises
of the mid1980s and 1990s. Between November
2018 and November 2019, global trade decrease
by 1.1% a decline that is expected to accelerate
as a result of the continuing COVIB pandemic.

In addition to the volatile global macroeconomic
environment, the challenges associated with
climate change necessitate a coordinated global
response and significant private sector
investment. From 20118, average public climate
finance investment totaled $253 billiorless than
half of the commitments required to achieve the
global climate goals.

These challenges combined require a renewed
commitment to grow private sector investment
into emerging markets and developing
economies.

MULTILATERAL INVESTMENT GUARANTEE AGBEIRCH BANK GROU

David Malpass, World Bank Group President
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COVID -19 HAS HIGHLIGHTED
the importance of collaboration amongst
the global development community

The coronavirus‘pandemic is the most urgent global crisis of our time, exposing structural weaknesses
I YyR SEI OSND I (an ¢ffactive yespbinde-will kequéreta high level of coordination and
cooperation both within and across countries, using the full gamut of tools and options.

Mari Pangesty World Bank Group Managing Director of
Development Policy and Partnerships

The ongoing COWD® pandemic has deepened existing development challenges and exposed vulnerabilities acros
emerging markets and developing economies. It has also highlighted the need for the global development commu
to come together and act in concert to provide countgclical support.

COVIELY is expected to push an estimated 71

million people into extreme poverty and reduce The impact of COVHR9 on global poverty

global FDI by as much as 30% to 40% this year. The

global economy is projected to shrink by 5.2% this —®— Historical trend

year, representing the deepest recession since the Forecast before COWD®

{SO2yR 22NIR 2 NI ! G2 NR Gi6Eal poertyir&e%)! b Q-acurfel fdrdeabt
Report, global hours worked during the second

guarter of 2020 dropped by 10.5%, equivalent to

305 million fultime workers working a 48our

work week.

¢ KS LJ yRSYA OQéaching/ &terdtifgy O S
into societal, educational, health, and financial

TILOSGa 2F tAFSP ¢2RI&Qa ai AaluAoa :
G2Y2NNRgQa LRLIzZ I GA2yS NBagd GdAya Ay AYyONBlLaAy3
challenges to meet the aspirations put forth by the

global community through the SDGs. 7

To respond to these challenges, the development

community will have to intensify its effort to 6

mobilize investment to address the direct effects of 2014 15 16 17 18 19 20 2021

the pandemic and build resilience for the future. To

do so, it will be critical to leverage complementary

capabilities through effective and systematic partnershiqiuding the systematic application of PRI to mobilize privat
sector investment into emerging markets and developing economies.
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DESIRED OUTCOMES
of partnership

Independent evaluations suggest that each MDB is individually

performing well, but the system as a whole is not delivering enough.

Brookings Institution

To address these development challenges, MIGA hopes to expand its
collaboration with the broader development community and increase the use
of political risk insurance to mobilize private capital at scale.

Through collaboration, MIGA in partnership with fellow members of the
development community aims to

G

i

Meaningfully expand invest
ment opportunities and
increase FDI into emerging
markets and developing
economies

Reduce the time and
resources needed for
project diligence while
enhancing quality

Increase the number
of bankable projects by
creating markets upstream

MULTILATERAL INVESTMENT GUARANTEE AGEIRCH BANK GROUP
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-
I

Create new financial

products by leveraging each
YSYo6 SNDa SELISNR
expertise

Develop global project
platforms to rapidly scale
and deploy solutions on a
global scale

Create simplified and holistic
solutions that attract private
sector participation
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POLITICAL RISK INSURANCE (PRI):

An opportunity for broader de

Derisking complex projects through the
use of political risk insurance offers a
capitatefficient method to catalyze
private investment into emerging
markets. Stimulating investment at the
scale required to achieve the SDGs will
rely on the systematic application of
political risk insurance to increase the
capacity of the private sector to invest in
higher risk markets.

Between 2013 and 2017, crassrder
private investments into emerging
markets and developing economies
averaged $56 billion annually. Of that,
$22 billion was covered by political risk
insurance. Expanding political risk
insurance to enable incremental private
capital flows- as well as covering more of
the existing flows to create risk capacity
for incremental investmentsare
important steps towards mobilizing more
private investment in emerging markets
and developing economies.

MIGA is a leader in providing political risk
insurance for complex projects in high risk
markets. As it continues to expand its
partnership with the development
community, MIGA is looking to
systematically offer and provide political
risk insurance.

MULTILATERAL INVESTMENT GUARANTEE AGERCY BANK GROUP

-risking

Average annual crosborder investment
(201317)

Uncovered
crossborder
Official Investment
develop
ment aid $72 B
(ODA) Covered
crossborder
investment

MIGA has extensive experience and
a long track record of de&isking private investment in
the most challenging markets

PRI gross exposure for addressable
market, Country credit rating CY2019

MIGA market coverage 9 MIGA PRI market
penetration

_______________

______ I e
- $13.0B 13%
______ T

_______________
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1
GUIDING
PRINCIPLES

A framework for shifting to a systematic
approach to partnership to expand political risk
Insurance




PRINCIPLES
to guide partnership

CKS F2ft26Ay3 LINAYOALX Sa NBFf{SOG alLD! Qa akKlI NLISYySF
the development community to expand the use of political risk insurance and grow private investment into
emerging markets and developing economies.

l. 1. Complementarity
What we MIGA will reach out to members of the development community to combine
hope to complementary capabilities to effectively develop, finance, andisle complex projects.

achieve

2. Systematic collaboration
together

MIGA will pursue sustained collaboration with other members of the development
community through regular information sharing, taking advantage of existing platforms
where appropriate.

3. Innovation

MIGA will work with members of the development community to advance
innovative products and solutions that increase the number of bankable projects.

1. m— 4. Project subsidiarity

How we will &28  |njoint projects, MIGA will work to allocate roles and responsibilities in the project
achieve our evaluation process to the most relevant and bgssitioned institution.
goals
together J(, 5. Reliance
Dalle In joint projects, where institutions have similar or comparable policies and standards, MIGA

GAff SyO2daN} 38 NBEAIYyOS 2y SFOK 2iKSNDA

6. Accountability
In joint projects, MIGA will be responsible for reviewing inputs accepted from any other
institution and determining whether such work satisfies its own requirements.

evaluation in the interest of streamlining processes

8. Scalability
MIGA will seek to standardize roles and structures with partners, in order to scale and
repeat successful partnership formats.

9. Recognition
MIGA will coordinate with members of the development commutotgraft incentives
to encourage effective collaboration withamd acrosstitutions.

= 10. Results
©) MIGA will work with members of the development community to measure results of
collaboration and progress of partnership objectives.

il
% 7. Comparability
MIGA will work with other institutions to align policies and standards used in project





































































