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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

PERIODIC REPORT

Pursuant to Regulation |A, Rule 2{a), adopted pursuant to Section 11(a) of the Inter-American
Development Bank Act. '

For the fiscal quarter ended March 31, 2008
INTER-AMERICAN DEVELOPMENT BANK (the “Bank")
Washington, D.C. 20577

(1) Information as to any purchases or sales by the Bank of its primary obligations during
such quarter.

Attached hereto as Annex A is a table which lists sales and purchases by the Bank of its
primary obligations, all of which were of the Bank's ordinary capital.

(2)  Copies of the Bank's regular quarterly financial statements.

Attached hereto as Annex B are the financial statements, as of March 31, 2008, of the
Bank's ordinary capital.

(3) Copies of any material modifications or amendments during such quarter of any exhibit
(other than (i) constituent documents defining the rights of holders of securities of other
issuers guaranteed by the Bank, and (i) loans and guaranty agreements to which the

=== - == === —=:==Bank is-a party) previously filed with-the-Commission under any statiite:

Not applicable: there have been no modifications or amendments of any exhibits
previously filed with the Commission.




Sales by the Inter-American Development Bank
of its Ordinary Capital Primary Obligations

Annex A

Borrowing| Borrowing Coupon Issue Price Issue Maturity
Currency Amount (%) (%) Date Date
NZD 100,000,000 7.50 99.515201 15-Jan-08 | 15-Apr-2015
usD 500,000,000 3.125 99.944 18-Jan-08 | 18-Jan-2010
NzZD 415,000,000 7.41 99.98 29-Jan-08 | 29-Jan-2010
AUD 215,000,000 6.39 99.98 29-Jan-08 | 27-Jan-2011
usp 17,000,000 2.64 99.99 29-Jan-08 | 27-Jan-2012
NZD 200,000,000 7.50 100.368593 31-Jan-08 | 15-Apr-2015
AUD 125,000,000 5.75 96.506 31-Jan-08 | 22-Dec-2010
ISK 17,000,000,000 11.50 100.828 5-Feb-08 | S5-Feb-2009
ISK 1,760,000,000 9.86 100.00 14-Feb-08 | 16-Feb-2010
TRY 46,000,000 2.00 71.50 27-Feb-08 | 3-Mar-2011
NZD 15,000,000 1.00 76.29 28-Feb-08 | 28-Feb-2013
AUD 200,000,000 5.75 94,742 29-Feb-08 | 15-June-2011
Uuso 1,500,000,000 3.50 99.999 5-Mar-08 | 15-Mar-2013
JPY 300,000,000 3.00 100.00 6-Mar-08 | 6-Mar-2023
GBP 32,000,000 | Floating Rate 100.00 7-Mar-08 | 20-Dec-2017
usD 280,000,000 | Callable Zero 15.90563316 12-Mar-08 | 12-Mar-2038
Coupon
usD 100,000,000 1.84 100.00 17-Mar-08 | 18-Mar-2009
ZAR 21,000,000 9.80 100.00 26-Mar-08 | 26-Mar-2010
ZAR 190,000,000 9.75 99.97 27-Mar-08 | 18-Mar-2010
AUD 45,000,000 6.75 99.98 27-Mar-08 | 28-Mar-2011

Purchases by the Inter-American Development Bank
. of its Ordinary Capital Primary Obligations
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1,500,000,000

15-May-2007

15-May-2017

723,000,00

4-Feb-2008

1,500,000,000

15-May-2007

15-May-2017

408,000,000

3-Mar-2008
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MANAGEMENT'S DISCUSSION AND
ANALYSIS
March 31, 2008

INTRODUCTION

The resources of the Inter-American Development Bank
(the Bank) consist of the Ordinary Capial, thc Fund for
Special Operations, the Imcrmediate Financing Factlity
Account, and the IDB Grant Fuctlity, All financial
information provided in this Management's Discussion
and Analysis refers to the Bank’s Ordinary Capital.

This document should be read in comjunction with the
Bank's Information Statement dated March 28, 2008,
which includes the Ordinary Capital financial statemenis
for the year ended December 31, 2007. The Bank
undertakes no obligation to update any forward-
fooking statemients.

FINANCIAL STATEMENT REPORTING

The financial statiements of the Ordinary Capital arc
prepared in  accordance with gencrally accepted
accounting principles (GAAP). The preparation of such
financial statements requires management to make
cstimates and assumptions that affect the reperted results.
Management believes that some of the more significant
accounting policies it uses to present the Ordinary
Capital financial results in accordance with GAAP, for
example the fair value of fimancial instruments, the
detcrmination of the toan loss allowance, and the
determination of the projected benefit obligations, costs
and funded status associated with the pension and
postretitement benefi plans, involve a relatively high
degrec of judgment and complexity and relate to maners
that arc inherently uncertain,

Effective January 1, 2008, Management approved the
clection of the fair value option provided by Siatement
of Financial Accounting Standards (SFAS) No. 159
“The Fair Value Option for Financial Asscts and
Financial Liabilitics" for ccrtain medium- and long-
term debt (i, borrowings funding floating rate
asscts) with thc primary purpose of reducing the
income volatility resulting from previously accounting
for its borrowings at amortized cost and, as required
by SFAS 133', murking to market its borrowing
swaps, with changes in fair value recognized in
mgorch‘ The remaining _reponcd income  volarility_
™ resulting from changes in fair value of non-irading
swaps, now mitigated by the changes in fair valuc of the
clected borrowings, is still not fully representative of the
underlying econoimnics of the borrowing transactions as
the Bank gencrally holds its bonds and related swaps o
maturity. Accordingly, the Bank continues to define
Incomc before Net unrealized gains and losses on non-
trading derivatives and borrowings measured at fair

1 - _— . P
Reters (v SFAS 133 “Accoenating for Derivative Instraments snd
Hedging Activities™. long with itx related amendments.

vatuc? (previously Cifects of SFAS 133 and currency
transaction adjustments) as “Opcrating Income™, which is
more tepresentative of the results of the Bank's
operations.

Net unrealized pains and losses on  non-trading
derivatives and borrowings measured a1 fair value are
reperted  separately in the Condensed  Statement of
Income (Loss) and Retained Eamings, and are excluded
from the determination of ratios and other financial
parameters, '

FINANCIAL OVERVIEW

During the first three months of 2008, the Bank
approved 21 loans totaling $2.3 billion as compared to
11 loans that totalcd $2.0 billion during the same
period in 2007. The Bank issued bonds for a total face
amount of $3.8 billion equivalent (207 - $1.6 billion)
that generated procceds of $3.6 billion equivalent
(2007 - $1.4 billion) and had an average life of 3.9
years (2007 — 12.3 ycars).

Operating Loss during the firsi three months of 2008
was $222 million, compared to an Operating Income
of $159 million for the same period last year. The
decrease was mainly due to a reduction in net interest
income of $389 miillion caused by the unrcalized
losses on thc Bank's trading investment portfolio
rcsulting from the continuing financial markets crisis,
as discussed under Other Developments during the
Quarter.

Net unrcalized losscs on non-irading derivatives and
borrowings measured at fair vatuc for the first three
months ol 2008 (thc first quancr the Bank availed
itsell’ of the fair valuc option undcr SFAS 159)
wmounted fo $20 million. These net unrealized losses
include, among others, changes in fair value of
lending swaps and fixed-to-fixed borrowing swaps,
which underlying loans and borrowings were not
clected 10 be measured a1 fair value. The fair value
clection of borrowings that are part of a fixed-to-fixcd
swap rclationship would have created greater income
volatility. In gencral, the changes in fair valuc of the
Bank's non-trading derivatives duc 10 changes in interest
rtcs were greater than in previous periods (3665
million} duc to a significamt decrease in long-term

_.intcrest rates. However, the changes in fair ir_valuc of of

borrowings clected under the fair valuc option
provided by SFAS 159 duc 10 changes in interest rates
(8692 million) more then offset the non-trading
denvatives changes during the first three months of
2008, significantly reducing the income volatility that
otherwisc would have resulted if SFAS 159 would

: Referemees to captions in the attached condensed qoanerdy financisl
stutements und reluted ootes ure identitied by the mme of the captiva
beginning with a capilal ketter every tume they appear in this Marapement’s
Discussion and Analysis.
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have not been implemented. Also, during the three-
month period ¢nded March 3!, 2008, there was a
positive net currency translation adjustment of $404
million on the Bank's nct assets, mostly duc to the
appreciation of the Japanese yen, Euro, and Swiss

franc currencies against the United States dollar,
comparcd to $43 million for the same period in 2007,

Box ) presents comparative selected financial data for
the Bank's Ordinary Capital.

Box I: Selected Financial Data

Lending Summary
Loans approved
Undisbursed portion of approved kans
Gross dsbursements
Net dobursements

Income State ment Data
Operatng Income {Loss)
Net unrcatized bsses on non-trading
desivatives and borrowings measured at fair vake "'
Met neonie (loss)

Returns and Costs, afler swaps
Retum on average loans eurstanding
Retum on average Bguid investments
Average cosl of borrowings outstanding during the perind

Balance Shect Dato

Cash and mvestments-net 2. after sWops
Loans oustanding

Borrowings eutstanding ™ afier swaps
Total equity

Total-Equity-fo-Loaas Ratio

{Arnounts capressed in millions of United States dollars)

Three months ended  Yeor ended
Maorch 31, Dzcember 31,
1008 1007 2007
$ 231 $ 2003 316N
17,700 17402 16428
935 617 6,725
{524) (1230 1460
F @R 8 159 s 283
20 {15) (143)
(242) B3 134
5.18% 540% 5.35%
(4.88)% 5.00% 2.93%
4.47% 4.98% 4.92%
March 3L, flcccmber 31,
2008 007 1007
S 17043 $ 16405 $ 16301
48302 44,758 47,954
L asen 41634 45036
20,607 9935 0353
19.9% 41.3% 40.2%

4 EfTective lanwary 1. 2008, the Bank clated Lo accoutt a1 fait v ahe s bl antial amount of s burrowinge, as dlkewed by SFAS | 5%,
wrih change in 3ir + sluc rocogniscd in incume, Following the pratisions of SFAS | 5V, proviowm petiods hav© oot boon rostaiod,
.
4 N of Rocoh ablaP ay sble (or inoudmesd sccermics wokiparchaecd.

M Neof premium/docoun,

CAPITAL ADEQUACY

The capital adequacy framework of the Bank consists of
a credit risk wodel, a policy on capital adequacy and an
associated loan pricing methodology. The framework

portfolio duc to the credit quality of its borrowers and
the concentration of its loans, while also offering us
borrowers low and stable loan charges.

The capital adequacy policy tracks the sufficiency of
cconomic capital, measurcd by the Toal-Eguity-to-
Loans Ratio or TELR.' According 10 the Bank's

The TELK i the ratio of the sum ol "Equity™ {defined 03 Paid-in capital stock,

Retaincd eamings and the aliowasees ko bosn and guaranree loswes, tunus
TauTow ing counifics” bocal cash balumces, Bet reccivable from memben (bit oo
payuble 10 membens), Pountirement berefit asscts and curmnplative Net

capital adequacy policy, as fong as Operating Income is
positive and the TELR s increasing between 32% and
38%, the Bank will apply standard loan charges equal to
a lending spread of 0.30%, a credit commission of

allows the Bank to manage the risk inherent in its foan_ __ .0.25%, and_no. supervision. and. inspection_fee. In_the .

event that the actual TELR cxcceds the upper timit of
the band, as is the case now (sec Tabte (). the Board
may approve loan charges that are different from the
Standand ones.

varealiszed gains and husses oA non-irading detivans and burrowings measgred
ar tair vatoe {preiimnty Efecn of SFAS 133 and comency mamaction
adjusunonin) 1 nsianding loans and net guaranice eyporame.




Management's Discussion and Analysis

5

The level of loan charges for the fist scmester of 2008 is
cutrently under consideration by the Bank. Accordingly,
loan income for the first quarier of 2008 has been
calcutated using the loan charges approved for the second
semester of 2007 (i.e., 0.15% lending spread, 0.10%
credit commission and no supervision and inspection fee}.
The Bank is still considering options for the usc of equity
above a 38% TELR. -

The income generated from the pontion of loans funded
with equity, combined with the income from foan
charges, is expected to be sufficient to cover the Bank's
cxpenses and allow it to continue building its retained
carnings.

Table L presents the TELR calculation. During, the
first quarter, the TELR decrcased from 40.2% at the
cnd of last year to 39.9%. The decrcase was mainly
duc to an incrcase of 5348 miilion in loans
outstanding. Operating losses of 5222 millien, and
the one-time write-ofl of deferred bormowing issue
costs of $i63 million against beginning relained
camings, as part of the implementation of SFAS 159,
translation

Table 1: TOTAL-EQUITY -TO-LOANS RATIO
(Amounts ¢xpressed in millions of Uniled States dollaes)

Equity used in TELR

Loans outstanding amt ncl puarzntec exposure § 48,898

TELR

CONDENSED BALANCE SIHEETS

LoanN PortroLlo: The Bank offers loans and
guarantees to its borrowing member couttries o help
meet their development needs.  In addition, under
certain conditions and subject 1o certain limits, up to
10% of ouwsianding foans and guarantees, not
including emergency lending, may be made without a
sovereign puarantee (i) in all cconomic scctors, and
(i} dircetly to private scctor or sub-national entitics
cartying out projects in borowing mmcmber countries
(Non-sovereign guarantecd operations).

The loan ponfolio is the Bank’s principal earning
asset of which, at March 31, 2008, over 97% was
sovereign-guaranteed. At March 31, 2008, the total
volume of outstanding loans was $48.3 billion, $0.3
billion highcr than the $48.0 billien at December 31,
2007. The incrcase in the loan pontfolio was mostly
duc to positive currency translation adjustmems of
50.9 billion, that were partially offset by a higher level
of loan collections ($1.5 billion, including collections
of emergency loans of S04  billion) than

T T ~disbursements ($1.0°Billiony

INVESTMENT PortTFOL1o: The Bank's investment
portfolio is comprised of highly-rated debt securities
and bank dcposits. s volume is maintained at a level
sufficient to cnsure thal "adequate resources are
available 10 meet future cash flow nceds. Net
investment levels, after swaps, incrcased S0.7 billion
during the first three months of 2008, mainly duc 10 2
higher level of loan collcctions than disbursemenis of

were  compensated by positive
adjustments of $404 million.
Three months ended
March 3, December 33,
2008 2007 2007
S 19519 § 19070 S 19.491
$ 45080 S 48.529
39.9% 42.3% 40.2%
505 billion, and positive currency  wanslation

adjustments of $0.6 billion, that were partially offsct
by losses on the trading investments portfolio of $0.4
billion,

- BorrOWING PoORTFOLIO: The pontfolio of borrowings

is mostly comprised of medium- and long-tenn debt
raised dircctly in capital markels.  Bormowings
outstanding, afier swaps, incrcased $0.6  billion
comparcd with December 31, 2007, primarily duc to
curtency translation adjustments of $0.9 billion, that was
partiatly offsct by a one-time decreasc of $256 million in
the camying value of the bomowings clected for
measurement at fair value, as part of the trunsition
adfustiment under SFAS 159,

Eguiry: Total equity at March 31, 2008 was 520.6
billion, compared with $20.4 billion at Decemnber 31,
2007, reflecting  positive  cumency  translation
adjustimenis  of $404 million and the SFAS 159
cumulative effect adjustment of $93 million that were

__-partially offsct by the Nei loss for the period of $242_

nuilion.

RESULTS OF OPERATIONS

Table 2 shows a breakdown of Operating Income
{Loss). For the threce months caded March 31, 2008,
the Opcrating Loss was 5222 million comparcd (¢ an
Operating Incomne of $159 million for the same pericd
last ycar, an income reduction of S381 million,
subsiantially due 10 2 decrease in net interest income.
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The average interest-camning assct and interest-bearing
liability portfolios, after swaps, and the respective financial
returns and costs for the three months ended March 31,
2008 and 2007 and the year ended December 31, 2007 are
shown in Table 3.

As discussed below under “Other Developments during
the Quarter”, the difficult market conditions resulting from
the financial crisis that started tn mid-2007, continued to

affect the Bank's investment operations, The Bank had a
net intervst foss of $135 miilion during the first quarter
compared to net interest income of $254 million for the
same period last year, a decrease ot $389 million, mainly
duc to a reduction in net investment income of
approximately $4035 million, resulting from net unrealized
investment losses of $428 million on the Bank’s trading
invesiments portfolio.

Table 2: OPERATING INCOME (L.OSS)
(Expresscd in millions of United States dollars)

Three months ended

March )M,
2008 2007
Loan intcrest income 5 601 3 59
Investment income (loss)'" (238) 187
363 785
Lcss:
Borrowing cxpenscs 498 531
Net mtcrest mcoinc {boss) (135) 254
Other toan mcome 7 6
Other cxpenses:;
(Credit) provision for loan and guarantec losscs (4) 3
Net non-intcrest cxpense 98 98
Total V4 101

Opcrating Income (Loss)

i

$ (222) $ 159

Includes realired 2nd unrcalized gains and losscs.

Table 3: ASSET/LIABILITY PORTFOLIOS AND FINANCIAL RETURNSI/ICUSTS
(Amounts expressed in millions of United States dollary)

Three monthy cnded Three months ended Year ended
Maurch 31, 2008 March 31, 2007 December 310, 2007
Avernge  Return/Cost Averuge  Heturm/Cost Avernge Retura/Cost
hulunce Yo balance % batance Yo
loans ‘"’ $ 48.095 5.12 545333 5.35 $ 45569 5.28
Liquid mvestiments 17067 {4.88) 16,140 5.00 16,7 2.93
- _._.,._,ﬁ'*“Tpl.....__n' c:qu‘:mgﬂ:‘;sli;.ﬁfr;éé'l.ég e e s 2‘”.. T E——— p!‘ﬂl.—.-- - -.-.-.5526:_. E= -'-6213@;——-——-465 -
Borrowings 45488 4.47 2997 4.98 43349 4.92
Interest spread (1.97) 0.28 (0.27)

. L
Net mterest margin'

{0.83}

1 Exctudes loan fees,
[+

1.68 1.58
A —— ——————

-Negative micrest spread due to o reduction 31 nel mvestment imncome during

the second  seiesier of 2007 and the first quarter of 2008, as described below.

(L]

Represcnts net imerest incomne (kws) as a percent of nverage caming assets,
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COMMITMENTS

G UARANTEES: The Bank makes partial guarantees with
or without a sovereign counter-guarantee. During the
three months caded March 31, 2008, there were no
approved non-trade-related guaranices without sovereign
counter-guarantee, compared to one guarantcc.for S100
million during the threc months ended March 31, 2007.
In addition, the Bank issued 16 guarantees for a total of
$45 million under s non-sovereign-guaranteed Trade
Finance Facilitation Program (2007 — 12 guarantces
issued for a toal of $22 million). No guarantees were
approved with a sovereign counter-guarantee.

CONTRACTUAL OBLIGATIONS: The Bank’s most
significant contracrual obligations relate to undisbursed
loans and the repayment of borrowings. At March 31,
2008, undisbursed loans amounted to $17,700 million
and the avemge maturity of the medium- and long-term
borrowing portfolio, after swaps, was 5.2 ycars with
contractual maturity dates through 2038.

OTHER DEVELOPMENTS DURING THE
QUARTER '

Performance and Exposure of Liquid  Investment
Portfolio: The financial markets crisis that began in late
July 2007 continued to deteriorate during the first quanter
of 2008. The Bank invests in centain sectors of these
markets, primanly through cxposurcs in assct- and
mortgage-backed investment securitics, and has been
adversely affected by this crisis. The adverse effeet of the
persisient  turbulence  in the  financial  markets,
characterized by lack of liguidity, higher volatility and
widening of credit spreads, continues to affect the level of
difficulty and complexity in valuing thesc investment
sccurities. The Bank continues to maximize the use of
markel inputs, including observable market yicld curves,
external pricing services, and independent dealer prices. In
addition, valuations continue 10 be impacted by market
factors, exiernal to the Bank, such as default rates, rating
agency actions, and the prices at which actual transactions
occur. Morcover, the Bank’s ability to mitigale its risk by
selting or hedging its exposure continucs to be fimited by
the market envirenment.

In response to the crisis and thc contagion cffect
across market sectors, thc Bank has been closely

- - -monitoring--the- asset—quality —of its ~invcstments

portfolio, analyzing and assessing the fundamental
value of its sccuritics, with a particular focus on its
structured credit products.

3 The motrity stnacnae of mediume and lofy-lenm bormfow iys, vatstancding af the
et of 2007 is presenied in Appendix 15 1o the Pecember 31 2007 Gimancial
sbements.

During the three months cnded March 31, 2008, the
Bank incurred $428 million of unrealized losses in its
trading investments portfolio, virtually all of which
arc rclated to the $6.1 billion asset-backed and
mortgage-batked sccuritics portion of the porifolio,
and most of which securitics remained AAA rated s
of March 31, 2008. The credit exposure for the whole
investment portfolio amounted to $17.4 billion at
March 31, 2008 ($16.1 billion at December 31, 2007).
The quality of the portfolio continucs to be high, as
90% of the issuers arc rated AAA and AA, around 9%
are rated A and around 1% of the portfolio carry the
highest short-lerm ratings (virtually unchanged from
December 31, 2007). Table 4 shows a breakdown of
the trading investments portfolio at March 31, 2008
and December 31, 2007, by assct category.
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Table 4: TRADING INVESTMENTS PORTFOLIO BY ASSET CATECORY
(Expressedin million of United States dollars)

Carrving Value

March 31, December 31,
Asset Category 2008 2067

Obligations of the United States Govemnent

and its corporations and agencics.. 3 506 % 454
Obligations of other governments and agencies.. 516 127
Bank obligations .. 5,601 4,707
Cormporate sccunties. 412 411
Assct-backed and rmng,abc-backcd sccuritics. ........ 6,144 6,608
Total trading INvestments...........c.convncveninns S 3w 3 12,307

Othrer Developments:

For intormation on other significant devclopments
which occurred during the quarter ended on March
31, 2008, sec thc “Subsequent Developments”
section of the Bank’s Information Statement dated
March 28, 2008.
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CONDENSED QUARTERLY FINANCIAL STATEMENTS
{UNAUDITED)
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ORDINARY CAPITAL
{NTER-AMERICAN DEVELOPMENT BANK

CONDENSED BALANCE SHEET
{Expressed in millions of United Stares dollars)

March 3L, Decemiwr 31,
1008 2007
ASSETS . {Unaudited)
Cush and inwestownts
L0 s 203 s 200
Investments )
Trading . ..o 13379 12,307
Held-to-matunity. .. ooooinine it iainia ey, 4,177 $17,559 3.858 $ 16365
Loons outstanding. ... o0 nvinecrareianeenrniarnns 48302 47,954 '
Allowance for loan bosses. . ...l 47) 48,255 (51) 47,903 :
Accrued interest and other charges....... ... vesae 746 723
Reecivable from members. . ... Ceeeereseieiaa e 410 412
Receivable from currency and interest rate swaps, .. . 3810 3,026
Postretirement benefil ossets. .. oo ivnenrennareres 968 973
Other ASSel5. s uvnnrreriiieeaaainsssrinnnsnrnnaen _ 316 ___ 505
Tt ASSEIS .. ieneivnnnrensenactasraacsnas P $72.124 $ 69,907
f T — T '
L}
LIABILITIES AND EQUITY
Liubilitics
Bommowings
ShOMmaem o i s 2303 § 20
Medium- and long-tenn

Measuredat fairvalee. ... ... ... L.l 31 840 -

Measured atumontized cost. ... .. L. 11,885 $ 48,028 44,845 $ 47049
Payable for curmency and interest rate swaps. ... ... 1.501 1,024
Payablke for mvestiment sccurities purchased. ... ... 510 67
Adrounts payable 10 maintain value

of currency holdings. ... ... oo L. 728 616
Accrucd interest on bomowings ...l 466 596
Otherlimbilitres. ..o .o vn i 187 202

Total ahilités . .ovvieinei i niiieiiinans 51,517 49,554
Frpiity
Capital stock

Subscribed 8,368,363 shares. .. ................. 100,953 100,953

Lesscallableportion. ... ......... .. (96.613) (96.613)

Pal-in capitalstock .. ... ..., . . ..., 4,340 4,340
Retained Camimgs. . oo vt iiis e 14,427 14,576
Accumubited other comprehensive income. , . .. ., .. 1,840 20,607 1,437 20353

Tota) linhilities andequity’. .. ... ... ..oooia... $ 72,124 $ 62,907

it

The accompanyving notes are an integral part of these condensed quareerly financial statements.
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

CONDENSED STATEMENT OF INCOME (LOSS) AND RETAINED EARNINGS

(Exprexsed in miflions of United States dollars)

Three months ended

pMarch 31,
2008 2007
{(Unaudited)

Income (loss)

Loams. . s 608 5 604

tvesiments . {218) 187

Other L e e s 4 5

Total nComE. .. .o i e i e 374 796

Expenses

Bormowing expenses, aflerswaps.. ... . ....... 498 531

(Credit) provision for loan and guarmntee lossces. . . .. “) 3

Administranive CXPenSes. cv v v e it e 94 98

Specialprograms. . ... .. ... i 8 5

TOlBl CXPENSES. . vt ei e 596 637

Income (loss) hefore Net unrealized tosses on

non-trading derivatives and borrowings measured

U T L T T I 222) 159
Net unrealizedJosses on non-trading

derivatives and borrowings measured at fair volue. .. (20) (76)
Net income (loss) . ..... Chesererasaras et (242) 83
Retained carnings, beginning of year. . ..., ...... 14,576 14,442
SFAS 159 cumulative effect adjus tment 23 -
Retained carnings, endofperiod .. ... ... ... . ..., $ 14,427 S 14525

Hinghudes net unrcelized sset ontoading poafoelo nstaments heklat March 1L 2008
3428 millmyn (247 - gains oI5 2 Milic o)

CONDENSED STATEMENT OF COMPREHENSIVE INCOME

(Expressed in mitlions of United Stotes dollars)

Three months ended

March 31,
2008 2007
(Unaudited)
Netincome (1058). . ..ot iie it irieninan LY (242) s 83
= + - Other comprehensive incomwe——=- = == meem o - s —meieem s T s i
Trnslation adjustments. .. ... il 404 43
Reclassification 10 inconw - cash Now hedges. ... ... {1) 1
Total other conprchensive incone .. ............ 403 44
Comprehensiveinconme ..ooiiieial.., e aaana 5 164 3 127

The accompanyving nates are an integral part of these condensed quarterty financial statements.
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ORDINARY CAPITAL
INTER-AM ERICAN DEVELOPMENT BANK

CONDENSED STATEMENT OF CASH FLOWS

{Expressed in millions of United States dollars)
Three months ended
March 31,
2008 2007
(Uaaudited)
Cash flows from lending and investing activities
Lending: .
Loan disburscments (net of panticipations)......ovveveivennvnniennns 5 (985) 5 (617) l
Loan collections {net of participations)........co..coueeiiececrnvinnne s 1,509 1,848
Nei cash provided by fending activities............ovvvveiieieneneneen. 524 1.231
Gross purchases of held-to-maturity investments._.................. 621) (905)
Gross proceeds from maturitics ol held-to-maturity investments... 624 463
Misccllancous assets and habilities ... iiiieieeenen {44) {39}
Net cash provided by lending and investing activities................ 483 750
Cash flows from financing activities
Medium- and long-term bomowings:
Proceeds fromissuance. oo e 3,667 1,337
REPAYMENLS ... oottt e ctrar e vt e s teiee e arneeaes (3,852) (2.298)
Short-1CIm bOMOWINES. REL.ceeiieeeeieerriivnnnreeneereiiiciee s eeaes 98 (139)
Collcetions of receivable frommembers. ..o nienananns 2 4
Netcash used in financing activilics. .oueeeneeei i, (85) (1,096}
Cash flows from operating activities
Gross purchases of trading INVeSIMENS . .......o.oviiiiiieiiieaennns (4,730} (3,125}
Gross proceeds from sale or maturily of trading invesiments....... 4,154 3,225
Loan income collections . .u vt ee e e 650 654
interest and other costs of borrowings, afierswaps................... (548) (582)
InCome fTOM INVESIMENLIS oot e eca e s s aaae 177 201
OURErINCOME. L oottt e e e ee e e e eras ves vt e e e eaeeas 4 5
AdMin IS ralIVE CXPOMSES . orn it it ieieeieeneiteniiaeeraaene e asaens an (96)
P ECIA PIOBIAMS .. vvu i eerieeree e aernierrratreserasssenrea e sonerarensenns 3) {h
Ncet cash (used in) provided by operating activities..,........co...... (373) 281
Effect of exchange rate fluctuations oncash.............oooinnennn. 22) 4
Net increase (decrease}ineash....ooooiiiiiiiiinii e 3 (61}
Cash, beginning of year...........cooiiiiii e 200 276
Cash,endofperiof...........ooimiiiiiii e $ 103 S 215

The accompanying nines are an integral pare of these condensed quarterly financial statements,
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

CONDENSED NOTES TO FINANCIAL
STATEMENTS

NOTE A - FINANCIAL INFORMATION

The pomary activities of  the  Inter-Awencan
Development Bank {the Bank) are conducted through the
Ordinary Capital, which is supplemented by the Fund for
Special Operations, the Intermediate Financing Facility
Account, and the DB Grant Facility. Unless otherwise
indicated, all financial information provided in these
condensed quarterly financial statements refers to the
Ordinary Capital. The condensed quarterly financial
statements should be read in comjunction with the
Decémber 31, 2007 financial statements and notes
thercin,  Managemem believes that the condensed
quarterty financial statcments reflect all adjustments
necessary for a fair preseniation of the Ordinary Capital’s
financial position and results of operations in accordance
with accounting principles generally accepted in the
United States of America. The results of operations for
the first three months of the cument year are not
necessanly indicative of the results that may be expected
for the full year.

NOTE B - NEWY ACCOUNTING -
PRONOUNCEMENTS

In March 2008, the Financial Accounting Standards
Board (FASB) issued Statement of Financial Accounting
Standards (SFAS) No. 161 “Disclosures about
Denvative Instruments and Hedging Activities”, which
amends and cxpands he disclosure requirements of
SFAS 133 “Accounting for Derivative Instruments and
Hedging Activities”, requiring qualitative disclosures
about objectives and stratcgies for using derivatives,
quantitative disclosures about fair value amounts on
derivative instruments and disclosures about credit-risk-
related contingent features in derivative agreements. This
pronouncement is effective for the Bank beginning in
2009. The provisions of this stundard will not have an
impact on the Ordinary Capital’s financial position and
results of operations,

oo o EESEE=SEfeclive - Jantary 1172008, the Bank adopted SFAS 157 7 T T T

“Fair Value Measurements™ und SFAS 159 ~The Fajr
Valuc Option for Financial Asscts and  Financial
Liabilitics”. SFAS 157 defincs fair value, establishes a
framework for measuring fair value under generally
accepted accounting principles (GAAP) and cnhances
disclosures about fair value measurements, Fair value is
defined under SFAS 157 as the cxchange price that
would be received for an assel or paid to transfer o
liability (gn cxit pricc) in the principal or most

advantageous market for the assct or hability in an
orderly transaction between market participants on the
measurement date. SFAS 159 allows an entity the
irrevocable option to clect (air value for the initial and
subsequent measurcment for centain financial assets and
Habilities on a contract-by-contract basis. The impact of
the adoption of SFAS 159 was an increasc in retained
eamings as of January 1, 2008 of $93 million, reflecting
the difference between the camying value and the fair
value amount of certain borrowings for which the fair
valuc option was clected (5256 million), and the wntc-
off of related deferred issue costs (S163 million).
Subsequent changes in fair value of these borrowings are
recognized in Net unrcalized gains and losses on non-
trading dcrivatives and borrowings measurcd at fair
value in the Condenscd Statcment of Income (Loss) and
Rewined Eamings when they occur. For additional
information on the fair value of cerinin financial assels
and labilities, se¢ Note D — Fair Value measurements
and Note C - Fair Value Option 10 the Condensed
Quanerly Financial Statements,

NOTE C - LOANS AND GUARANTEES

Lean Charges: The Bank's standard loan charges
consist of u lending spread of 0.30% per annum on the
outstanding amount, a credit commission of 0.25%
per annum on the undisbursed convertible cumrency
portion of the tpan, and no supervision and inspection
fee.  According to the Capital Adequacy Policy,
standard loun charges arc applied when the TELR is
increasing between 32% and 38% and as long as
Opcrating Income is positive. These charges currently
apply to Single Currency Facility loans and most
Currency Pooling Systern and U.S. Dollar Window
loans, comprising approximately 95% of the loan
portfolio, und are subject to semiannual review and
approval by the Board of Exccutive Dircctors.

The Jevel of loan charges for the first semester of
2008 is curremly under consideration by the Bank.
Loan income for the first quarter of 2008 has been
calculated using the loan charges approved for the
sccond semester of 2007 (i.c., 0.15% lending spread,
0.10% credit commissions and no supervision and
inspection fee) pending a final decision on the loan
charges for the first semester of 2008,

Nonaccrual and impuired logns and allowance for
loan Iosses: AL March 31, 2008, the Bank had onc
non-sovercign-guarantced loan classitied as impaired.
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The folfowing table provides financial information
related to impaired loans as of March 31, 2008 and
Decernber 31, 2007 (in millions):

1008 1007
(Unsudited)
Recorded investment
avend of peried................L $ 2 $ 2
Avecrage recorded invesiment
during period.....oioineeene. 2 24

In addition, a summary of financial information
rclatcd to impaired loans affecting the resulis of
opcrations for the three months ended March 31, 2008
and 2007 is as follows (in millions):

Three months ended
Mareh 31,
2004 2007

{Unaudited)

Loan income rCCORNIZCdiinniiicrineeen, & . s 2
Loan income that would have been

eeognized on an accrualbasis

during the perod.....ceeeeinviennininens - 1

The changes in the zllowance for loan and guaraniee
losses for the three months ended March 31, 2008 and
the year cnded December 31, 2007 were as follows (in
millions):

2008 10407

{Unaudited)
Babnce, beginning afyear............... § 70 S 104
Credit for kean and
BRAMARICE KISECS vovvrriininsiriciceas {4) {13)
Non-soverign-guaranteed loan
Wte-0fMS . oo . {21)
Balance. end ol peried......ooeeeeeeeennn. S 66 S 70
e C— TR
Compescd ol
Allowance for loan losscs.......ovvee s S 47 5 5t
Allowance far guarantee sses'™...... 19 19
Total 5 66 S 70
——— —

" The allowaace (ar guarani ¢ Wsics iy included in Other liabilities
in 1he Condonacd Balance Sheew.

Guaramtees: As of March 31, 2008, the Bank had
approved, ncl of cancellations and matunities, non-trade
rclated guacaniees without sovercign counter-guaranices
of $1,389 miltion ($£,389 million as of December 31,

2007), and a guarantee. with sovercign.counter-guarantee

of $60 million (S60 million as of December 31, 2007).

-—Level 3 --

Under its non-sovereign-guaranteed Trade Finance
Facilitation Program {TFFP), thc Bank provides panial
credit guarantees on shont-term trade related transactions.
This Program authorizes up 1o 540 million in credit
suppont per approved trade-finance bank, and an
aggregale of no morc than $400 million outstanding at
any time. During the three months ended March 31,
2008, the Bank issucd 16 guarantecs for a total of 545
mtillion under this program (2007 — 12 guarantees for a
total of $22 millien).

At March 31, 2008, guarantces of $698 million {3689
million as of December 31, 2007), including $104 million
issued under the TFFP (899 million as of Decermber 31,
2007), were outstanding and subject to call. This amount
represents the maximum potential undiscounted future
payments that the Bank could be required to make under
these guarantees. An amount of $57 million (858 million
as of December 31, 2007) of guarantees outstanding has
been re-insured to reduce the Bank's exposure.
Outstanding guarantces have remaining maturities
ranging from 3 to 18 years, except for trade related
guarantees that have maturitics of up to three years. As
of March 31, 2008, no guarantees provided by the Bank
have ever been called.

NOTE D - FAIR VALUE MEASUREMENTS

Effective January |, 2008, the Bank adopted SFAS
157, which provides a framewaork for measuring fair
value under GAAP, SFAS 157 establishes a fair vatue
hicrarchy that prioritizes the inputs 1o valuation
techniques used to mcasure fair value. The hierarchy
gives the highest priority to unadjusted quoted prices
in active markets for identical assets or liabilitics
(Level 1} and the lowest priority to unobscrvable
inputs (Level 3). The three levels of the fair value
hicrarchy are as follows:

Level | - Unadjusted quoted prices in active markets
that arc accessible at the measurement date
for identical, unrestricted asscls  or
liabilitics:

Level 2 - Quoted prices in markets that arc not
active, or inputs that arc observable, cither
directly or indircetly, for subsiantially the
full term of the assct or liability;

inputs that are both significant to the fair
value measurement and uncbservable (i.e.,
supported by little or no market activity).

The Bank’s investment instruments valued based on
quoted marker prices in active markets include
obligations of the United Siates and Japanese
governments, Such instruments are classified within
Level | of the fuir value hicrarchy. As required by

-Prices- or-valuation-techniques-that reguire ~ -~~~
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SFAS 157, the Bank does not adjust the quoted price
for such instruments.

Substantially all other Bank investment instruments
are valued based an quotcd prices in markeis that arc
not active, solicited broker/dealer prices, or prices
derived from altemative pricing models, utilizing
discounted cash flows. These methodologies apply to
investments including government agencics, corporate
bonds, asset-backed and mongage-backed sccurities,
bank obligations, and related financial derivative
instruments (primarily currency and interest rate
swaps). In addition, substantially all thc Bank's
medium and long-term borrowings clected under the
fair value option allowed by SFAS 159 and lending
and bommowing currency and interest rate swaps arc
valued bascd on discounted cash flows or pricing
models employing valuation inputs such as market
yicld curves, exchange rates, and other inputs that arc
observable during the full 1erm of these instruments,

Financial assets:

These instruments are classificd within Level 2 of the
fair value hierarchy,

Level 3 investment, borrowing and related swap
instruments arc valued using Management’s best
estimates utilizing available information including (i)
actua) portfolio prices provided by investment
broker/dealers or investment advisors in the casc of
two investment instruments and (ii) market yield
curves of other instruments, used as a proxy for the
instruments” yield curves, for borrowings and related
swaps.

The following tables sct forth the Bank’s financial
assets and Habilitics that were accounted for a1 fair
value as of March 31, 2008 by level within the fair
value hierarchy (in millions). As required by SFAS
157, financial assets and liabilities are classificd in
their entirety based on the lowest level of input that is
significant to the fair value measurcment.

Fair Value

Measurements
Assets March 31, 2008 Level | Lewl 2 Level 3
investments - Trading....oveeeee i S 13233 $ 10 $ 13068 s a2
Reccivable fromcurmrency and interest rate swap: 3,889 - 3,769 120
Total e $ 17122 s 103 S 16837 $ 182

" Represents the fair value of the referred sssais, inchuding

their secrued interest preienied in the Balance Sheet under

Accrued imerest and other charges of $54 million for trding invesiments and $79 million lor currency and intercst mic swaps.

| Financial linbitities:

Fair Value

Measurements
Liabiliities March 31, 2008"" Lewel ) Lewl 2 Lesel 3
Borrowings measured wt fatrvalue, .ol $ 32220 $ - S 164 3 576
Payable for currency and interst rte swaps ... 1.501 - 1489 12
Tonal i e e 5 - $ 3133 b3 388

M Re

i

presents the fair value of the referred liabilites, inchiding their accrued interest presented in the Batlinee Sheet

under Acemied intenest on barowings of $380 million for bomowings and under Accrued interest and other
charges of $0.3 million for cunency and interest rite swaps,
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The tables below show a reconciliation of the
begirning and cnding balances of all financial assets
and financial fiabilities mecasured at fair value on a
recurring basis using significant unobservable inputs
(Level 3) for the three months ended March 31, 2008
{in millions). In addition, the tables show the total
gains and losses included in Net income (loss) as well

Financial assets:

as the amount of these gains and lesses atiributable to
the change in unrealized gains and losses relating to
assets and liabilities still held as of March 31, 2008
and a description of where these gains or losses arc
reported in the Condcnsed Sticment of Income
(Loss) and Retained Earnings.

Fair Value Measurements Using Significant
Unobservable Inputs (Lewel 3)

Receivahble
froam
Currency and

Inves tment - Interest Rate
Trading Swops Total

Beginning balance - Januvary [, 2008 S 68 S 89 S 157
Total gains (losses) included in:

NEt INCOME (J0SS ). oeuiiieneee e v ee e e e aeea e (6) 27 21

Othercomprehensive INCOME.. ..o veviiiee e - 5 5
Settdements ... e e e - (1) (1}
Ending balance - March 31, 2008 S 62 § 120 S 182
Total gains {losses) for the period included in Net income

(loss) attributabke to the change in unrealized gains or

losscs related to asscts still held at March 31,2008....... 8§ {6} § 2 $ 14

Guins(losses} arc included in the Condensed Statement of Income {Loss) and Retained Eamnings as follows (in

millions). v

el Unrealized

Total gains (kosses) included
in Nt income (loss} for the period. ...

o "'Eil nge in unnealized g;n:s .(k.)'s—s:s‘)rclalcd to
asscis still held at March 31,2008, e,

Losses on
Non-troding
Derivatives
Rarrowing and
Income from Expenses, Borronings
Investments after Swaps Aeosured at Total
MR (5] s 17 5 3 2

3

(6) § - S 2 S 4

.
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Financial Liabilit'ies:

Beginning balance - January 1, 2008

Total{gains) losscs included in:

Net income (J0S8). ..o e e e e
Othereomprehensive INCOME. ... e e cr e

Ending balance - March 31, 2008

Fair Value Measurements Using
Significant Unotscrvable Inputs (Level 3)

Total{gains) losses forthe period included in Net income

(loss} attrbutable 1o the change in unrealized gains or
losscs related 1o habiltics siill held at March 31, 2008..

Payablc for
Borrowings Currency and
Mcasured Interest Rate

at Fair Value Swaps Totat

S 533 5 3 $ 572

38 (22) 16

1 - 1

(6} (5) ()

$ 576 5 12 S 588

. § 28 5 (29) s 4

(Gains} losses are included in the Condensed Staterncnt of Income (Loss) and Retained Earnings as follows (in

millions):

Total (gains) losscs included in Net income (loss)

fortheperiad. .o

Change in unrealized (gains) losscs related 10 liabilites

still held at March 31,2008, ...t veene e,

NOTE E - FAIR VALUE OPTION

Up to December 31, 2007, and since the
discontinuation of hedge accounting on January 1,

-2004, the. Bank accounted for_all _its burrowings. at=:.-.

amontized cost and, as required by SFAS 133, marked
10 marketr alf derivative instruments, including
borrowing swaps, with changes in fair valuc
recognized in income. This accounting treatment
resulted in income volatility being reported, which
was not representative of the underlying cconomics of
the transactions as the Bank pencrally holds its
borrowings and swaps to maturity. Effective January
1. 2008, Managecment approved the clection of the fair
value option provided by SFAS 159 for certain

Net Unrealized

Losses on
Non-trading
Derivatives
Burrowing and Borrowings
Expenses, DMeasured at
after Swaps Fair Value Total
s 13 b 3 $ 16
) - $ 4 3 4

medium- and long-term debt (i.c., borrowings funding

floating rate assets) with the primary purposc of

reducing the income volatility resulting from the

previous  accounting asymmctry, as SFAS 159
requires  that _changes .in_the fair. value of.elected . —. . .o -
borrowings also be recorded in income. The Bank did

not cleet the fair valuc option for other borrowings

within the same balance sheet category because they

do not contribure 10 2 mitigation of, or do not produce,

income volatility.

The changes in fair value for borrowings clected under
the fair valuc option provided by SFAS 159 have been
recorded in the Condensed Statement of income
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{Loss) and Retained FEamings for the three months
cnded March 31, 2008, as follows (in millions):

Net Unreatized
Lanses on
Noo-trading
Derhatives and “Total Changcs
Borrowlng Borrowing in Foir Value
Expenses, Memured included in
after Swops ot Fair Vialue Net Incortw (Losy)
3 {I%5) $ (3291 3 (714)

The difference of the fair value amount and the
remaining aggregate contractual principal amount
outstanding of bomrowings measured at fair valuc as of
March 31, 2008, was as follows (in millions):

Fair Value Qver

Remaining Aggregate Remziving Aggregate
Contrectual Principal Contrattos! Principal
Amount Outstanding Fair Value Amouni Ouistandiog
§ 31606 $ 32220 § 6H
EmE————

NOTE F - NET UNREALIZED LOSSES ON
NON-TRADING DERIVATIVES AND
BORROWINGS MEASURED AT FAIR VALUE

Net unrcalized losses on non-trading denivalives and
borrowings measurcd at fair value (before 2008, Effccis
of SFAS 133 and currency transaction adjustments) on
the Condensed Statement of Income {Loss) and
Retained Earnings for the three months ended March
31, 2008 and 2007 comprise the following (in
millions):

fully swapped to functional currencics, thus profecting
the Bank against fluctuations in exchange rates. As
shown in the above wable, the fair value clection for
certain borrowings under SFAS 159 substantially
reduced the income volatility previously gencrated by
camying at fair value only the denivatives, as required by
SFAS 133

NOTE G - PENSION AND POSTRETIREMENT
BENEFIT PLANS

The Bank has two defined benefit retirement plans
(Plans), the Staff Retircment Plan (SRP) for the
pension benefit of its international employees and the
Local Retirement Plan (LRP) for the pension benefit
of local employees in the country offices. The Bank
also provides certain health care and other benefits to
rctirees  under the  Postretirement  Benefits  Plan
(PRBP).

Contributions: All contributions are madc in cash,
Contributions from the Bank to the Plans and the
PRBP during the first threc months of 2008 were $10
million (2007 — $13 millien}. As of March 31, 2008,
the estimate of contributions cxpected 1o be paid to the
Plans during 2008 was $23 million, the same amount
disctosed in the December 31, 2007 financial
statements. Estimaicd contributions cxpected to be paid
to the PRBP also remained unchanged at $17 million.
Contributions for 2007 were $34 miltion and $16
million, respectively.

Periodic benefit cost: Net periodic bencefit costs arc
aliocated between the Crdinary Capital and the FSO in
accordance with an allocation formula approved by
the Board of Exccutive Directors for administrative
cxpenses and arc included under Administrative

Reetisifiesion 1o mcone - cash s hedges.. in

S {76}
L

The Bank’s borrowings in non-functional currencics are

Threr owoaths cnded expenses in the Condensed Statement of Income
March 31, (Loss) and Retained Eamings.
2008 1007
{Unauditcd)
Ingrease (decrcase) in 13 vatee of derivative
mtuments duc ta movemonts in:
Ehange mies s i emeeens S (BR8] 126
LT TR RS an
Totalchange in Bt valuc of derivatives. v inicicnnn.. pay) 49
Unerease}decremse in fairvalc of SFAS 159 clected
bormewings duc to navenzats n:
2= Exchanpe ks, 363 - - I
ICTENt BRI e e e {692) -
Tatalchange i [air valic nfbomowings......ccoveeeeennnen 324 -
Cumency umnsoction gabs (sres) on bomowings
Mamuniad Cmt . 2 1039
Aot ol bomwiatg und Joan
By ARSATUAL et e st ] %
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The following table summarizes the benefit costs
associated with the Plans and thc PRBP for the three
months ended March 31, 2008 and 2007 (in millions):

Pension Benefits
2008 207

{Unaudited)

Servicecost. ., .. ... ... $ 14 $ 4
Interestcost. .. _...... 35 13 .
Expected return on

planassets. . ........ (42) 38
Net periodic bene fit cost. | S 7 3.9
Of which:

ORC'sshare. ........ $ 6 $ 8

FSO's share. . . ...... $ | s 1

Postretire ment Benefits
2008 2007
{Unaudited)

Servicecost.. ..., ... .. $ 8 $ B
Interestcost. .. ....... 16 14
Expected retum on

pbnassets. . ..... ... (7 (15)
Net periodic benefit cost, . 5 7 $ 7
Of which:

ORCs share............. 3 6 5 6

FSO's share.. . .\oeeeeeo. $ 1 $ 1!

NOTE H - SEGMENT REPORTING

Managemnent has determined that the Bank has only
one rcportable scgment since the Bank does not
manage its operations by allocating resources based
on a determination of the contributions to net income
of individual operations. The Bank does not
differentiate between the natures of the products or
services provided, the prepazmtion process, or the
mcthod for providing thc services among individual
countrics. For the thrce months cnded March 31,
2008 and 2007, loans made to or guarantced by two
countrics individually generatcd in cxcess of 10
percent of loan income, as follows (in millions):

‘Threce months ended
Mareh 31,
TR TR et SR T T RS R B W A3 T IEImS —zﬁos'— ;——;le.l”'

Brazil...........occoeeeeen. 8182 S 144
Argenling..........oeoieans 108 118




