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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

100 Street NE

Washington D.C 20549

PERIOIC REPORT

The following information is filed in accordance with Regulation IA Rule 2a adopted

pursuant to Section 11a of the Inter-American Development Bank Act

For the fiscal quarter ended March 31 2009

INTERAMERICAN DEVELOPMENT BANK the Bank
Washington D.C 20577

Information as to any purchases or sales by the Bank of its primary obligations

during such quarter

Attached hereto as Annex is table which lists sales and purchases by the

Bank of its primary obligations all of which were of the Banks ordinary capital

Copies of the Banks regular quarterly financial statements

Attached hereto as Annex are the financial statements as of March 31 2009

of the Banks ordinary capital

Copies of any material modifications or amendments during such quarter of any

exhibit other than constituent documents defining the rights of holders of

securities of other issuers guaranteed by the Bank and ii loans and guaranty

agreements to which the Bank party previously filed with the Commission

under any statute

Not applicable there have been no modifications or amendments of any exhibits

previously filed with the Commission
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Sales by the Inter-American Development Bank

of its Ordinary Capital PrimaryObligations

Borrowing Borrowing Coupon Issue Price Issue Maturity

Currency Amount Date Date

ZAR 480000000 7.02 99.98 29-Jan-09 18-Feb-2010

USD 1250000000 Floating Rate 100.00 3-Feb-09 19-Feb-2010

BRL 8000000 5.05 100.00 16-Feb-09 17-Feb-2012

USD 800000000 Floating Rate 100.00 19-Feb-09 15-Feb-2012

TRY 17100000 0.50 66.00 26-Feb-09 27-Feb-2014

USD 1000000000 Floating Rate 100.00 16-Mar-09 16-Mar-2011

AUD 55000000 0.50 67.706 18-Mar-09 18-Mar-2019

USD 100000000 1.05 100.00 20-Mar-09 22-Mar-2010

ZAR 100000000 5.76 99.98 26-Mar-09 15-Apr-2010

Purchases by the Inter-American Development Bank

of its Ordinary Capital Primary Obligations
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Managements Discussion and Analysis

MANAGEMENTS DISCUSSION AND
ANALYSIS
March 31 2009

INTRODUCTION
The resources of the Inter-American Development Bank

the Bank consist of the Ordinary Capital the Fund for

Special Operations the Intermediate Financing Facility

Account and the 1DB Grant Facility All financial infor

mation provided in this Managements Discussion and

Analysis refers to the Banks Ordinary Capital

This document should be read in conjunction with the

Banks Information Statement dated March 13 2009 which

includes the Ordinary Capital financial statements for the

year ended December 31 2008 The Bank undertakes no

obligation to update any forward-looking statements

FINANCIAL STATEMENT REPORTING
The financial statements of the Ordinary Capital are pre

pared in accordance with generally accepted accounting

principles GAAP The preparation of such financial

statements requires management to make estimates and

assumptions that affect the reported results Management

believes that some of the more significant accounting poli

cies it uses to present the Ordinary Capital financial results

in accordance with GAAP for example the fair value of

financial instruments the determination of the loan loss

allowance and the determination of the projected benefit

obligations costs and funded status associated with the

pension and postretirement benefit plans involve rela

tively high degree of judgment and complexity and relate

to matters that are inherently uncertain

The Bank has elected to measure at fair value certain me
dium- and long-term debt i.e borrowings funding floating

rate assets with the primary purpose of reducing the in

come volatility resulting from previously accounting for all

its borrowings at amortized cost and as required by SFAS

133 marking to market its derivatives instruments includ

ing borrowing swaps with changes in fair value recognized

in income The remaining reported income volatility result

ing from changes in fair value of non-trading swaps and

borrowings measured at fair value is not fully representa

tive of the underlying economics of the borrowing transac

tions as the Bank generally holds its bonds and related

swaps to maturity Accordingly the Bank defines Income

before Net unrealized gains and losses on non-trading de

rivatives and borrowings measured at fair value2 as Oper
ating Incothe which is more representative of the results

of the Banks operations

Refers to SFAS 133 Accounting for Derivative Instruments and Hedging

Activities along with its related amendments

References to captions
in the attached condensed quarterly financial statements

and related notes are identified by the name of the caption beginning with

capital letter every time they appear
in this Managements Discussion and

Analysis

Net unrealized gains and losses on non-trading deriva

tives and borrowings measured at fair value are reported

separately in the Condensed Statement of Income and

Retained Earnings and are excluded from the determina

tion of ratios and other financial parameters

FINANCIAL OVERVIEW

During the first three months of 2009 the Bank approved

19 loans totaling $3.0 billion including two loans total

ing $600 million under the Liquidity Program compared

to 21 loans that totaled $2.3 billion during the same pe
riod in 2008 In addition the Bank issued bonds for

total face amount of $3.6 billion equivalent 2008 $3.8

billion that generated proceeds of $3.6 billion equivalent

in both years and had an average life of 2.7 years 2008
3.9 years

Loan charges are established periodically by the Board

of Executive Directors as part of its review of the Banks

lending charges in accordance with the applicable provi

sions of the Banks policy on lending rate methodology

for Ordinary Capital loans For the first semester of

2009 standard loan charges have been approved i.e

0.30% lending spread 0.25% credit commission and no

supervision and inspection fee

Operating Income during the first three months of 2009

was $74 million compared to an Operating Loss of $222

million for the same period last year an income increase

of $296 million This increase was substantially due to

higher net interest income of $315 million that was par

tially
offset by higher net non-interest expense of $19

million

Net unrealized gains on non-trading derivatives and bor

rowings measured at fair value for the first three months

of 2009 amounted to $517 million compared to net unre

alized losses of $20 million for the same period in 2008

Net unrealized gains on the Banks borrowings measured

at fair value resulting from changes in interest rates were

$737 million for the first three months of 2009 These

gains were partially compensated by net unrealized

losses on non-trading derivatives of $220 million as

result of an overall increase in long-term swap interest

rates in the global markets compared to year end 2008

levels This income volatility which amounted to gain

of $517 million for the three-month period ended on

March 31 2009 compared to only $27 million for the

same period last year resulted mainly from the overall

increase in the Banks credit spreads $695 million par

tially offset by the change in fair value of lending swaps

$95 million The financial market turmoil has led to

crisis of confidence that has negatively affected all credit

spread products Consequently the Banks credit spreads

have continued to widen compared to the end of 2008

levels due in part to increased competition from compa
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rably rated government guaranteed financial institutions

issuing at wider spread levels than those typically obtained

by the Bank in the past

During the three months period ended March 31 2009

there was negative net currency translation adjustment of

$230 million on the Banks net assets mostly due to the

appreciation of the United States dollar against the Japa

Box Selected Financial Data

CAPITAL ADEQUACY
The capital adequacy framework of the Bank consists of

credit risk model policy on capital adequacy and an

associated loan pricing methodology The framework

allows the Bank to manage the risk inherent in its loan

portfolio due to the credit quality of its borrowers and the

concentration of its loans while also offering its borrow-

nese yen Euro and Swiss franc currencies compared to

positive net currency translation adjustment of $404

million for the same period in 2008

Box presents comparative selected fmancial data for

the Banks Ordinary Capital

The capital adequacy policy tracks the sufficiency of

economic capital measured by the Total Equity to Loans

Ratio or TELR3 and defines its desired level as 38%

The TELR is the ratio of the sum of Equity defined as Paid-in capital stock

Retained earnings and the allowances for loan and guarantee losses minus borrowing

countries local currency cash balances net receivable from membera but not net

payable to members Poatretiremeat benefit assets but not Postretirement benefit

liabilities and cumulative Net unrealized gains losses on non-trading derivatives and

borrowings measured at fair value to outstanding loans and net guarantee exposure

Amounts expressed in millions of United States dollars

Three months ended

March 31

Lending Summary

Loans approved

Undisbursed portion of approved loans

Gross disbursements

Net disbursements

2009 2008

Year ended

December 31
2008

Income Statement Data

2983

20804

1780

856

2332

17700

985

524

Operating Income Loss
Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair value

Net income loss

11075

19820

7149

2409

Returns and Costs after swaps

74 222

Return on average loans outstanding

972

517 20
591 242

Return on average liquid investments

Average cost ofborrowings outstanding during the period

950

22

Balance Sheet Data

4.00%

0.15%

2.54%

5.18%

4.88%

4.47%

4.85%

5.27%

3.84%

Cash and investments-net after swaps

Loans outstanding

March 31
2009 2008

Borrowings outstanding after swaps

Total equity

December 31
2008

Total-Equity-to-Loans Ratio

17461 17043

51563 48302

48976 45677

19806 20607

16371

51173

47779

19444

Net of premium/discount

34.6% 39.9%

Geometrically-linked time-weighted returns

Net of Receivable/Payable for investment securities sold/purchased and Payable for caoh collateral received

5.3%

ers low and stable loan charges
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Table presents the TELR calculation During the pe

riod the TELR decreased from 35.3% at the end of last

year to 34.6% The decrease was mainly due to an in

crease of $306 million in loans outstanding and net guar

antee exposure and decrease in the equity used in the

TELR of $280 million reflecting mostly negative transla

tion adjustments of $230 million and an increase in net

receivable from members of $131 million that were par

tially offset by the Operating Income of $74 million

Table TOTAL EQUITY TO LOANS RATIO

Amounts expressed in millions of United States dollars

Three months ended

Equity used in TELR

Loans outstanding and net guarantee exposure

TELR

March 31
2009 2008

18124 19519

52401 48898

34.6% 39.9%

December 31
2008

18404

52095

35.3%

CONDENSED BALANCE SHEETS

LOAN PORTFOLIO The Bank offers loans and guarantees

to its borrowing member countries to help meet their de

velopment needs In addition under certain conditions

and subject to certain limits up to 10% of outstanding

loans and guarantees not including emergency lending

and loans under the Liquidity Program may be made

without sovereign guarantee in all economic sectors

and ii directly to private sector or sub-national entities

carrying out projects in borrowing member countries

Non-sovereign guaranteed operations

The loan portfolio is the Banks principal earning asset of

which at March 31 2009 94.8% was sovereign-

guaranteed At March 31 2009 the total volume of out

standing loans was $51.6 billion $0.4 billion higher than

the $51.2 billion at December 31 2008 The increase in

the loan portfolio was mostly due to higher level of loan

disbursements $1.8 billion including disbursements of

$0.2 billion for loans under the Liquidity Program than

collections $0.9 billion and negative currency transla

tion adjustments of $0.5 billion

During 2009 the portfolio of non-sovereign-guaranteed

loans increased $0.3 billion to level of $2.7 billion com

pared to $2.4 billion at December 31 2008 As of March

31 2009 6.6% of outstanding loans and guarantees not

including emergency loans and loans under the Liquidity

Program were non-sovereign-guaranteed compared to

6.3% at December 31 2008

IN VESTMENT PORTFOLIO The Banks investment portfo

lio is mostly comprised of highly-rated debt securities

and bank deposits Its volume is maintained at level

sufficient to ensure that adequate resources are available

to meet future cash flow needs Net investment levels

after swaps increased $1196 million during the first

three months of 2009 mainly resulting from net cash

flows from borrowings $2256 million positive cash

flows from operating activities $171 million and de

crease in net cash holdings $106 million partially offset

by unrealized losses on the trading investments portfolio

$141 million net loan disbursements $856 million and

negative currency translation adjustments $373 million

BoRRowING PORTFOLIO The portfolio of borrowings is

mostly comprised of medium and long-term debt raised

directly in capital markets Borrowings outstanding after

swaps increased $1.2 billion compared with December

31 2008 primarily due to larger amount of new bor

rowings than maturities $2.3 billion that was partially

offset by net decrease in the fair value of borrowings

and related derivatives $0.6 billion and currency trans

lation adjustments $0.5 billion

EQUITY Total equity at March 31 2009 was $19.8 bil

lion an increase of $0.4 billion from December 31 2008

reflecting the Net income for the period of $591 million

offset by negative currency translation adjustments of

$230 million

RESULTS OF OPERATIONS
Table shows breakdown of Operating Income Loss
For the three months ended March 31 2009 Operating

Income was $74 million compared to an Operating Loss

of $222 million for the same period last year an income

increase of $296 million substantially due to higher net

interest income of $315 million that was partially offset

by higher net non-interest expense of$19 million

The average interest-earning asset and interest-bearing

liability portfolios after swaps and the respective finan

cial returns and costs for the three months ended March

31 2009 and 2008 and the year ended December 31
2008 are shown in Table

As discussed below under Other Developments During

the Quarter the difficult market conditions resulting

from the financial crisis that started in mid-2007 contin

ued to affect the Banks investment operations albeit to

lesser extent The Bank had net interest income of $180

million during the first three months of the year compared

to net interest loss of $135 million for the same period
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last year an income increase of $315 million This in

crease was mostly due to decrease in net investment

losses of approximately $316 million on the Banks trad

ing investment portfolio resulting from lower unrealized

investment losses of $141 million compared to $428 mil

lion for the same period in 2008 partially offset by loss

reversals of $38 million 2008 $12 million recognized

from repayments at par of $210 million 2008 $207

million on securities previously written down

Table OPERATING INCOME LOSS
Expressed in millions of United States dollars

Borrowing expenses

Net interest income loss

Other loan income

Other expenses

Provision credit for loan and guarantee losses

Net non-interest expense

Total

Operating Income Loss

2009

490

487

2008

601

238

363

307 498

180 135

14

117 98

120 94

74 222

Includes realized and unrealized gains and losses

Table ASS FIT/LIABILITY PORTFOLIOS AND FINANCIAL RETURNS/COSTS

Amounts expressed in millions of United States dollars

Three months ended

March 31 2009

Average Return/Cost

balance

51141 3.90

COMMITMENTS
GuARANTEES The Bank makes partial non-trade related

guarantees with or without sovereign counter-guarantee

During the three months ended March 31 2009 and 2008

there were no approved non-trade-related guarantees In

Three months ended Year ended

March 31 2008 December 31 2008

Average Return/Cost Average Return/Cost

balance balance

48095 5.12 48589 4.74

addition the Bank provides credit guarantees without

sovereign counter-guarantees for trade-finance transac

tions under its Trade Finance Facilitation Program Dur

ing the three months ended March 31 2009 the Bank

issued 22 trade-related guarantees for total of $53 mil

Three months ended

March 31

Loan interest income

Investment loss

Less

Loans

Liquid investments 16636 0.15 17067 4.88 16550 5.27

Total earning assets 67777 2.98 65162 2.50 65139 2.20

Borrowings 49260 2.54 45488 4.47 46007 3.84

Interest spread 0.44 1.97 1.64

Net interest margin
23

1.08 0.83 0.67

Excludes loan fees

Negative interest spreads and net interest margins substantially due to unrealized losses resulting from the financial

market crisis

Represents net interest income loss as percent of average earning assets

tGeometrically-linked time-weighted returns
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lion 2008 16 guarantees issued for total of $45 mil

lion

CONTRAcTuAL OBLIGATIONS The Banks most signifi

cant contractual obligations relate to undisbursed loans

and the repayment of borrowings At March 31 2009

undisbursed loans amounted to $20804 million and the

average maturity of the medium- and long-term borrow

ing portfolio after swaps was 4.6 years with contractual

maturity dates through 2038

OTHER DEVELOPMENTS DURING THE

QUARTER
FINANcIAL CMSIS AND PERFORMANcE AND ExPOsuRE

OF LIQUID INVESTMENTS PORTFOLIO The financial cri

sis began in mid-2007 when falling US housing prices

caused price declines for securities backed by subprime

mortgages In 2008 the credit crisis expanded wrldwide

bringing unprecedented market volatility and stress to

credit markets prompting government support programs

globally

During the first quarter of 2009 many market indices

started to show signs of slowing deterioration However

as result of weak economy fundamentals and the still

ongoing deleveraging of financial institutions market

pricing for structured securities remained under pressure

The effect of the crisis characterized by lack of liquidity

higher volatility and widening of credit spreads has con

tinued to affect the Banks ability to mitigate its credit

risk by selling or hedging its exposures Valuations con

tinue to be impacted by market factors such as rating

agency actions and the prices at which actual transac

tions occur The Bank continues to maximize where pos

sible the use of market inputs in the valuation of its in

vestments including external pricing services independ

ent dealer prices and observable market yield curves

In response to the crisis and the contagion effect across

market sectors the Bank continues to closely monitor the

asset quality of its investments portfolio analyzing and

assessing the fundamental value of its securities with

particular focus on its assetbacked and mortgage

backed securities

During the three months ended March 31 2009 the Bank

recognized in its trading investments portfolio $141 mil

lion of unrealized losses 2008 $428 million partially

offset by loss reversals of $38 million 2008 $12 mil

lion from repayments at par of $210 million 2008

$207 million on securities previously written down sub

stantially all of which are related to the $3.8 billion asset-

backed and mortgage-backed securities portion of the

portfolio Although liquidity for this portion of the portfo

lio remains poor and valuations highly discounted as of

March 31 2009 73.5% is still rated AAA 89.1% is rated

investment grade and the entire portfolio is performing

except for an asset-backed commercial paper with fair

value of $11 million The credit exposure for the whole

investment portfolio amounted to $17.3 billion at March

31 2009 $16.2 billion at December 31 2008 The qual

ity
of the overall portfolio continues to be high as 83.2%

of the credit exposure is rated AAA and AA 12.4% is

rated 1.6% carry the highest short-term ratings

and 2.8% is rated below A/A1 Table shows break

down of the trading investments portfolio at March 31
2009 and December 31 2008 by asset category

The maturity structure of medium- and long-term boffongs outstanding at the end of

2008 is presented in Appendix 1-5 to the December 31 2008 financial statements
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Asset Category

Table TRADING INVESTMENTS PORTFOLIO BYASSET CATEGORY

Expressed in million of United States dollars

March 312009

Unrealized

Carrying Gains

Value Losses

December 312008

Unrealized

Carrying Gains

Value Losses

Obligations of the United States Government and

Obligations of non-U.S governments and agencies.....

Bank obligations

Corporate securities

Asset-backed and mortgage-backed securities

Total trading investments

NoN-sovEREIGN-GUARANTEED LOAN In 2008 the Bank

approved non-sovereign-guaranteed loan in borrowing

member country constitutional challenge against the

internal governmental approval process for said loan was

filed In September 2008 the constitutional court of the

member country where the project being financed by the

loan is located declared that the governmental decrees

approving the Bank financing were unconstitutional All

amounts due under the loan continue to be received pur

suant to the terms of the loan agreement Management

continues to be engaged in ongoing discussions with the

relevant parties and authorities regarding the loan As of

March 31 2009 the outstanding balance of this loan

amounted to $288 million this loan is classified as im

paired and an allowance for loan losses of $56 million

has been established The loans undisbursed amount of

$112 million has been formally cancelled

FuIVED STATUS OF PENSION AND POSTRETIREMENT

BENEFIT PLANS PLANs GAAP require the Bank to

fully recognize in its Balance Sheet the funded status i.e

the difference between the fair value of the Plans assets

and benefit obligations or pension liabilities for its Plans

through comprehensive income GAAP also require that

the measure of the funded status be made and recognized

on the measurement date which in the case of the Bank

is at the end of every year Accordingly the funded status

of the Banks pension and postretirement benefit plans is

established annually

During 2009 the fair value of the Plans assets mainly

comprising equities fixed income and other investments

has continued to be adversely affected by the instability

in the financial markets As result the fair value of the

Plans assets has decreased by $198 million to $2880

million as of March 31 2009 In contrast to the Plans

assets which are measured each month the Plans benefit

obligations or pension liabilities are measured only at the

end of the year

2678

771

199

3750 172 4184 1506

14258 141 12613 1596

The Postretirement benefit liabilities included in the

Banks balance sheet amounting to $409 million as of

March 31 2009 do not reflect the potential decrease of

the Plans funded status

Changes in Postretirement benefit liabilities do not have

an impact on Net income or in the determination of the

TELR

CAPITAL INCREASE In March 2009 the Board of Gover

nors instructed Management to immediately initiate

review of the need for general capital increase of the

Ordinary Capital and replenishment of the Fund for Spe
cial Operations which includes robust analysis of the

nature and scale of long-term demands The Committee

of the Board of Governors will be convened in the third

quarter of 2009 to review progress and suggest next steps

In addition the Board of Governors requested Manage
ment to present to the Board of Executive Directors by

the end of April 2009 options that are consistent with the

Banks financial strength to further expand the Ordinary

Capital fmancing envelope for short-term crisis response

beginning this year Management shall also present an

array of options to expand the Banks financial capacity to

support the poorest and most vulnerable countries in the

Region which shall include accelerating disbursements

from and additional resources to the Fund for Special

Operations and reviewing the timeline for its replenish

ment

its corporations and agencies 2063

2261

6079

105

33 4781 99
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ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

CONDENSED BALANCE SHEET

Expressed in millions of United States dollars

March31 December31

2009 2008

ASSEFS Unaudited

Cash and investments

Cash 434 301

Investments

Trading -Note 14258 12613

Held-to-maturity 3394 18086 3621 16535

Loans outstanding Note 51563 51173

Allowance forloan losses 142 51421 136 51037

Accrued interest and other charges 761 699

Receivable from members 440 435

Currency and interest rate swaps Notes and

Investments -Trading

Loans 26 43

Borrowings 3033 3060 3415 3460

Other assets 357 344

Totalassets $74125 72510

LIABILfflFS AND EQUiTY

Liabilities

Borrowings

Short-term 2378 3067

Medium- and long-term

Measured at fairvalue -Notes Eand 35769 34350

Measured at amortized cost 12102 $50249 11977 49394

Currency and interest rate swaps -Notes and

Investments Trading 10

Loans 204 107

Borrowings 1760 1969 1800 1917

Payable for investment securities purchased 382 156

Payable for cash collateral received 239

Postretirement benefit liabilities Note 409 410

Amounts payable to maintain value

of currency holdings 257 383

Accrued interest on borrowings 495 559

Other liabilities 319 247

Total liabilities 54319 53066

Equity

Capital stock

Subs cribed 8367448 shares 20088367264 shares 100940 100938

Less callable portion 96601 96599
Paid-in capitaistock 4339 4339

Retained earnings 15238 14647

Accumulated other comprehensive income 229 19806 458 19444

Total liabilities and equity $74125 72510

The accompanying notes are an integral part of these condensed quarterly financial statements
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ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

CONDENSED STA TEMENT OF INCOME AND RETAINED EARNINGS

Expressed in millions of United States dollars

Three months ended

March 31
2009 2008

Unaudited

Income loss

Loans -Note

Investments

Other
__________ __________

Total income
__________ __________

Expenses

Borrowing expenses after swaps

Provision credit for loan and guarantee losses Note

Administrative expenses

Special programs __________ __________

Total expenses ___________ ___________

Income loss before Net unrealized gains losses on

non-trading derivatives and borrongs measured

at fair value

Net unrealized gains losses on non-trading derivatives

and borrowings measured at fair value Notes and 517
__________

Net income loss 591

Retained earnings beginning of period 14647

SFAS 159 cumulative effect adjustment Note

Retained earnings end of period
$15238

t1tForthe three months ended March 31 2009 includes net unrealized losses on trading portfolio instruments

held at the end fthe perio do f$ 141 million 2008 -$428 million

Three months ended

March 31

2009 2008

Unaudited

591 242

504

507

307

108

15

433

74

608

238

374

498

94

596

222

20

242

14576

93

14427

CONDENSED STA TEMENT OF COMPREHENSiVE INCOME

Expressed in millions of United States dollars

Net income loss

Other comprehensive income loss

Translation adjustments 230 404

Reclassification to income cash flow hedges

Total other comprehensive income loss 229 403

Comprehensive income 362 161

The accompanying notes are an integral part of these condensed quarterly financial statements
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ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

CONDENSED STA TEMENT OF CASH FLOWS

Expressed in millions of United States dollars

Three months ended

March 31
2009 2008

Unaudited

Cash flows from lending and investing activities

Lending

Loan disbursements net ofparticipations $1780 985

Loan collections net ofparticipations 924 1509

Net cash used in provided by lending activities 856 524

Gross purchases ofheld-to-maturity investments 867 621
Gross proceeds from maturities ofheld-to-maturity investments 876 624

Miscellaneous assets and liabilities 17 44
Net cash used in provided by lending and investing activities 864 483

Cash flows from financing activities

Medium- and long-term borrowings

Proceeds from issuance 3242 3667

Repayments 285 3852

Short-termborrowingsnet 701 98

Cash collateral received 239

Collections ofreceivable from members

Net cash provided by used in financing activities 2496 85

Cash flows from operating activities

Gross purchases of trading investments 5845 4730
Gross proceeds from sale ormaturity of trading investments 4179 4154

Loan income collections 525 650

Interest and other costs ofborrowings after swaps 423 548
Income frominvestments 111 177

Other income

Administrative expenses 42 77
Special programs

Net cash used in operating activities 1495 373

Effect of exchange rate fluctuations on cash 22

Net increase in cash 133

Cash beginning of year 301 200

Cashendofperiod 434 203

The accompanying notes are an integral part of these condensed quarterly financial statements
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ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

NOTE FINANCIAL INFORMATION

The primary activities of the Inter-American Develop

ment Bank the Bank are conducted through the Ordi

nary Capital which is supplemented by the Fund for Spe
cial Operations the Intermediate Financing Facility Ac

count and the 1DB Grant Facility Unless otherwise indi

cated all financial information provided in these con

densed quarterly financial statements refers to the Ordi

nary Capital The condensed uarterly financial state

ments should be read in conjunction with the December

31 2008 financial statements and notes therein Man

agement believes that the condensed quarterly fmancial

statements reflect all adjustments necessary for fair

presentation of the Ordinary Capitals 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 current year are not necessarily indicative

of the results that may be expected for the full year

NOTE NEW ACCOUNTING
PRONOUNCEMENTS

On January 2009 the Bank adopted SFAS 161 Dis

closures about Derivative Instruments and Hedging Ac

tivities which amends and expands the disclosure re

quirements of SFAS 133 Accounting for Derivative

Instruments and Hedging Activities requiring qualita

tive disclosures about objectives and strategies for using

derivatives quantitative disclosures about fair value

amounts on derivative instruments and disclosures about

credit-risk-related contingent features in derivative

agreements The provisions of this standard did not have

an impact on the Ordinary Capitals financial position

and results of operations

On April 2009 the Financial Accounting Standards

Board FASB issued three FASB Staff Positions FSP
intended to provide additional application guidance and

enhanced disclosures regarding fair value measurements

and impairments of securities FSP FAS 157-4 Deter

mining Fair Value When the Volume and Level of Activ

ity
for the Asset or Liability Have Significantly De

creased and Identifying Transactions That Are Not Or

derly provides guidelines for making fair value meas

urements more consistent with the principles presented in

Statement of Financial Accounting Standards SFAS No

157 Fair Value Measurements FSP FAS 107-1 and

APB 28-1 Interim Disclosures about Fair Value of Fi

nancial Instruments enhances consistency in financial

reporting by increasing the frequency of fair value disclo

sures FSP FAS 115-2 and FAS 124-2 Recognition and

Presentation of Other-Than-Temporary Impairments

provides additional guidance designed to create greater

clarity and consistency in accounting for and presenting

impairment losses on debt securities These FSPs are

effective for the Bank for quarterly and annual financial

statements issued after June 15 2009 Management is in

the process of reviewing the provisions of FSP FAS 157-

to determine whether it will have material impact on

the Ordinary Capitals financial position and results of

operations FSP FAS 107-1 and APB 28-1 and FSP FAS

115-2 and FAS 124-2 will not have material impact on

the Banks financial position and results of operations

NOTE LOANS AND GUARANTEES

Loan Charges The Banks standard loan charges con

sist of lending spread of 0.30% per annum on the out

standing amount credit commission of 0.25% per an

num on the undisbursed convertible currency portion of

the loan and no supervision and inspection fee These

charges currently apply to Single Currency Facility loans

and most Currency Pooling System and U.S Dollar Win

dow loans comprising approximately 93% of the loan

portfolio and are subject to periodic review and approval

by the Board of Executive Directors For the first semes

ter of 2009 standard loan charges have been approved

Nonaccrual and impaired loans and allowance for loan

losses The Bank has an impaired non-sovereign guaran

teed loan of $288 million as of March 31 2009 for which

specific allowance for loan losses of $56 million has

been established all amounts due on this loan continue to

be received on monthly basis in accordance with the

loan agreement

The following table provides financial information re

lated to impaired loans as of March 31 2009 and Decem

ber 31 2008 in millions

Recorded investment

2009 2008

Unaudited

at end ofperiod 288

Average recorded investment

during period

288

288

In addition summary of financial information related to

impaired loans affecting the results of operations for the

three months ended March 31 2009 and 2008 is as fol

low in millions

Three months ended

March 31
2009 2008

Unaudited

Loan income recognized

Loan income that would have been

recognized on an accrual basis

during the period
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NOTE DERiVATIVES

The changes in the allowance for loan and guarantee

losses for the three months ended March 31 2009 and the

year ended December 31 2008 were as follows in mil

lions

2009 2008

Unaudite

Balance beginning ofyear 169 70

Provision for loan and

guarantee losses

Recoveries
_________ _________

Balance end of period

Composed of

Allowance for loan losses

Allowance for guarantee 1osses
_________ _________

Total

The allowance for guarantee losses is included in Other liabilities

Guarantees As of March 31 2009 and December 31

2008 the Bank had approved net of cancellations and

maturities non-trade related guarantees without sover

eign counter-guarantees of $1399 million and guaran

tee with sovereign counter-guarantee of $60 million

Under its non-sovereign-guaranteed Trade Finance Fa

cilitation Program TFFP in addition to direct loans the

Bank provides credit guarantees on short-term trade re

lated transactions This Program which began to operate

in 2005 authorizes lines of credit in support of approved

issuing banks and non-bank financial institutions with an

aggregate program
limit of up to $1 billion outstanding at

any time During the three months ended March 31 2009

the Bank issued 22 guarantees for total of $53 million

under this program 2008 16 guarantees for total of

$45 million

At March 31 2009 guarantees of $949 million $1035
million as of December 31 2008 including $122 million

issued under the TFFP $141 million as of December 31

2008 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 $53 million $54 million

as of December 31 2008 of guarantees outstanding has

been re-insured to reduce the Banks exposure Out

standing guarantees have remaining maturities ranging

from to 16 years except for trade related guarantees

that have maturities of up to three years As of March 31

2009 no guarantees provided by the Bank have ever been

called As of March 31 2009 the Banks exposure on

guarantees without sovereign counter-guarantee net of

reinsurance amounted to $785 million and were classi

fied as follows Excellent $78 million Satisfactory $595

million Watch list $112 million and Loss contingency

NIL

Risk management strategy and use of derivatives The

Banks fmancial risk management strategy is designed to

strengthen the Banks ability to fulfill its purpose This

strategy consists primarily of designing implementing

updating and monitoring the Banks interrelated set of

financial policies and guidelines and utilizing appropriate

financial instruments and organizational structures The

Bank faces risks that result from market movements

primarily changes in interest and exchange rates that are

mitigated through its integrated asset and liability man

agement framework The objective of the asset and liabil

ity management framework is to manage the currency

composition maturity profile and interest rate sensitivity

characteristics of the portfolio of liabilities supporting

liquidity and each lending product in accordance with the

particular requirements for that product and within pre
scribed risk parameters The Bank employs derivatives to

manage its asset and liability management exposures by

aligning the characteristics of its assets and liabilities

These instruments mostly currency and interest rate

swaps are used primarily for economic hedging purposes

as part of the Banks asset and
liability management

significant number of the current borrowing operations

include swaps to economically hedge specific underly

ing liability producing the funding required i.e the ap
propriate currency and interest rate type The Bank also

uses lending swaps to economically hedge certain fixed-

rate loans and loans in local currency and investment

swaps that hedge particular underlying investment secu

rity
and produce the appropriate vehicle in which to in

vest existing cash

Accounting for derivatives The Bank discontinued

hedge accounting on January 2004 however it com

plies with the derivative accounting requirements of

SFAS No 133 Accounting for Derivative Instruments

and Hedging Activities as amended hereinafter referred

to as SFAS 133 Following SFAS 133 all derivatives are

recognized on the Condensed Balance Sheet at their fair

value and are classified as either assets or liabilities de

pending on the nature debit or credit of their net fair

value amount

Changes in the fair value of investment derivatives and

the related interest component are recorded in Income

from investments The interest component of the changes

in fair value of lending and borrowing derivatives is re

corded in Income from loans and Borrowing expenses

respectively over the life of the derivative contract The

remaining changes in fair value of these instruments are

recorded in Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair value in the

Condensed Statement of Income and Retained Earnings

The Bank occasionally issues debt securities that contain

embedded derivatives these securities are allocated to

93

172 169

142 136

30 33

172 169
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fund floating rate assets and are carried at fair value gains and losses are presented in the Condensed Balance

Sheet the Condensed Statement of Income and Retained

Financial statements presentation As of March 31 Earnings and the Condensed Statement of Comprehen

2009 the Banks derivative instruments and their related sive Income as follows

Condensed Balance Sheet

Asset Derivatives Liability Derivatives

Derivatives not Designated Fair Value as Fair value as

as Hedging Instruments ofMarch3l of March31

under SFAS 133 Balance Sheet Location 2009 Balance Sheet Location 2009

Currency Swaps Currency and interest rate swaps Currency and interest rate swaps

Investments Trading Investments Trading

Loans 27 Loans 36

Borrowings 1613 Borrowings 1670

Accrued interest and other charges 18 Accrued interest and other charges 95

Interest Rate Swaps Currency and interest rate swaps Currency and interest rate swaps

Investments Trading
Investments Trading

Loans Loans 169

Borrowings 1418 Borrowings 88

Accrued interest and other charges
57 Accrued interest and other charges 19

3135 1893

Condensed Statement of Income and Retained Earnings and Condensed Statement of Comprehensive Income

Derivatives not Designated Three months

as Hedging Instruments ended March 31

under SFAS 133 Location of Gain or Loss from Derivatives 2009

Currency Swaps

Investments Trading Income from investments

Loans Incomefromloans

Net unrealized gains bates on non-trading

derivatives and borrowings measured at fair

value 30

Borrowings Borrowing expenses after swaps 165

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair

value 329

Other Comprehensive Income-Translation

adjustments 29

InterestRate Swaps

Investments Trading Income from investments

Other Comprehensive Income-Translation

adjustments

Loans Income from loans 12

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair

value 61

Borrowings Borrowing expenses after swaps 97

Net unrealized gains losses on non-trading

derivatives and borrowings measured at fair

value 87

Other Comprehensive Income-Translation

adjustments 12

Futures Income from investments

238
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NOTE FAIR VALUE MEASUREMENTS
SFAS 157 provides framework for measuring fair value

under GAAP and establishes fair value hierarchy that

prioritizes the inputs to valuation techniques used to

measure fair value The hierarchy gives the highest prior

ity to unadjusted quoted prices in active markets for iden

tical assets or liabilities Level and the lowest priority

to unobservable inputs Level The three levels of the

fair value hierarchy are as follows

Level Unadjusted quoted prices in active markets

that are accessible at the measurement date for

identical unrestricted assets or liabilities

Level Quoted prices in markets that are not active

or inputs that are observable either directly or

indirectly for substantially the full term of the

asset or liability

Level Prices or valuation techniques that require

inputs that are both significant to the fair

value measurement and unobservable i.e

supported by little or no market activity

The Banks investment instruments valued based on

quoted market prices in active markets includes obliga

tions of the United States and Japanese govermnents

Such instruments are classified within Level of the fair

value hierarchy As required by SFAS 157 the Bank does

not adjust the quoted price for such instruments

Substantially all other Bank investment instruments are

valued based on quoted prices in markets that are not

Financial assets

active solicited non-binding broker/dealer prices or

prices derived from alternative pricing models utilizing

discounted cash flows These methodologies apply to

investments including govermnent agencies corporate

bonds asset-backed and mortgage-backed securities

bank obligations and related financial derivative instru

ments In addition substantially all the Banks medium

and long-term borrowings elected under the fair value

option allowed by SFAS 159 and lending and borrowing

currency and interest rate swaps are valued based on dis

counted cash flows or pricing models employing valua

tion inputs such as market yield curves exchange rates

and other inputs that are observable during the full term

of these instruments These instruments are classified

within Level of the fair value hierarchy

Level investment borrowing and related swap instru

ments are valued using Managements best estimates

utilizing available information including actual portfo

lio prices provided by investment broker/dealers and ii

market yield curves of other instruments used as proxy

for the instruments yield curves for borrowings and re

lated swaps

The following tables set forth the Banks financial assets

and liabilities that were accounted for at fair value as of

March 31 2009 and December 31 2008 by level within

the fair value hierarchy in millions As required by

SFAS 157 financial assets and liabilities are classified in

their entirety based on the lowest level of input that is

significant to the fair value measurement

Currency and interest rate swaps

Total

Represents the fair value of the referred assets includingtheir accrued interest presented in the Condensed Balance Sheet under

Accrued interest and other charges of $28 million for trading investments and $75 million for currency and interest rate swaps

Fair Value

Measurements

Assets December 312OO8 Level Level Level

Investments -Trading 12669 1262 11297 110

Currency and interest rate swaps 3499 3428 71

Total 16168 1262 14725 181

Represents the fair value of the referred assets including their accrued interest presented in the Condensed Balance Sheet under Accrued

interest and other charges of $56 million for trading investments and $39 million for currency and interest rate swaps

Assets

Investments Trading

Fair Value

Measurements

March3l2009W Level Level2 Level3

14286

3135

17421

1358 12824 104

3066 69

1358 15890 173
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Financial liabilities

Liabilities

Fair Value

Measurements

March 31 2O09 Level Level Level

17

Borrowings measured at fair value 36133 35627 506

Currency and interest rate swaps 1893 1847 46

Total 38026 37474 552

Represents the fair value of the referred liabilities includingtheir accrued interest presented in the Condensed Balance Sheet

under Accrued interest on borrowings of $364 million for borrowings and under Accrued interest and other charges of $76
million for currency and interest rate swaps

Liabilities

Borrowings measured at fair value

Fair Value

Measurements

December 31

34675

Level Level Level

34135 540

Currency and interest rate swaps

Total

1913 1871 42

36588 36006 582

Represents the fair value of the referred liabilities including their accrued interest presented in the Condensed Balance Sheet

under Accrued interest on borrowings of $325 million for borrowings and under Accrued interest and other charges of $4
million for currency and interest rate swaps

The tables below show reconciliation of the beginning

and ending balances of all fmancial assets and financial

liabilities measured at fair value on recurring basis us

ing significant unobservable inputs Level for the three

months ended March 31 2009 and March 31 2008 in

millions In addition the tables show the total gains and

losses included in Net income loss as well as the

Financial assets

Total gains losses included in

Net income loss

Other comprehensive income loss

Settlements

Transfer to fmancial liabilities

Balance March 31 2009

Total gains losses for the period included in Net income

loss attributable to the change in unrealized gains or

losses related to assets still held at March 31 2009

amount of these gains and losses attributable to the

change in unrealized gains and losses relating to assets

and liabilities still held as of March 31 2009 and de

scription of where these gains or losses are reported in the

Condensed Statement of Income and Retained Earnings

Fair Value Measurements Using Significant

Unobservable Inputs Level

Three months ended March 312009

Currency and

Investment Interest Rate

Trading Swaps Total

Balance January 2009 110 71 181

104 69 173
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Fair Value Measurements Using Significant

Unobservable Inputs Level

Three months ended March 31 2008

Currency

and

Investment Interest

Trading Rate Swaps Total

Balance January 2008 68 89 157

Total gains losses included in

Net income loss 27 21

Other comprehensive income loss

Settlements

Balance-March3l2008 62 120 182

Total gains losses for the period included in Net income

loss attributable to the change in unrealized gains or

losses related to assets still held at March 31 2008 20 14

Gains losses are included in the Condensed Statement of Income and Retained Earnings as follows in millions

Three months endedMarch3l2009

Net Unrealized

Gains losses on

Non-trading

Derivatives

Income Borrowing and Borrowings

from Expenses Measured at

Investments after Swaps Fair Value Total

Total gains losses included

in Net income lossforthe period

Change in unrealized gains losses related to

assetsstillheldatMarch3l2009

Three months ended March 312008

Net Unrealized

Gains losses on

Non-trading

Derivatives

Income Borrowing and Borrowings

from Expenses Measured at

Investments after Swaps Fair Value Total

Total gains losses included

in Net income loss forthe period 20 21

Change in unrealized gains losses related to

assets still held at March 31 2008 20 14
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Financial Liabilities

Three months ended March 31 2009

Borrowings Currency and

Measured Interest Rate

at Fair Value Swaps Total

Balance January 12009 540 42 582

Total gains losses included in

Net income loss 22 16
Other comprehensive income loss

Settlements

Transfer from fmancial assets

Balance March 31 2009 506 46 552

Total gains losses for the period included in Net income

loss attributable to the change in unrealized gains or

losses related to liabilities still held at March 31 2009 27 20

Fair Value Measurements Using Significant

Unobservable Inputs Level

Three months ended March 31 2008

Borrowings Currency and

Measured Interest Rate

at Fair Value Swaps Total

Balance January 12008 533 39 572

Total gains losses included in

Net income loss 38 22 16

Othercomprehensive income loss 11 11

Settlements 11

Balance-March3l2008 576 12 588

Total gains losses for the period included in Net income

loss attributable to the change in unrealized gains or

losses related to liabilities still held at March 31 2008 28 24
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Gains losses are included in the Condensed Statement of Income and Retained Earnings as follows in millions

Three months ended March 312009

Borrowing

Expenses

after Swaps

Total gains losses included in Net income loss

forthe period

Change in unrealized gains losses related to liabilities

still held at March 31 2009

Net Unrealized

Gains losses on

Non-trading

Derivatives

and Borrowings

Measured at Fair

Value

Total gains losses included in Net income loss

for the period

Change in unrealized gains losses related to liabilities

still held at March 31 2008

NOTE FAIR VALUE OPTION

Effective January 2008 Management approved the

election of the fair value option provided by SFAS 159

for certain medium- and long-term debt i.e borrowings

funding floating rate assets with the primary purpose of

reducing the income volatility resulting from previously

accounting for all its borrowings at amortized cost and as

required by SFAS 133 marking to market its derivative

instruments including borrowing swaps with changes in

fair value recognized in income The Bank did not elect

the fair value option for other borrowings within the same

balance sheet category because they do not contribute to

mitigation of or do not produce income volatility

The Bank recognizes interest on borrowings in manner

that approximates the effective yield method upon issu

ance of those borrowings

The changes in fair value for borrowings elected under

the fair value option provided by SFAS 159 have been

recorded in the Condensed Statement of Income and Re
tained Earnings for the three months ended March 31

2009 as follows in millions

Three months ended March

Net Unrealized

Gains losses on

Non-trading

Derivatives and

Borrowings

Meas ured

at Fair Value

Total

20 16

20 20

Three months ended March 31 2008

Net Unrealized

Gains losses on

Non-trading

Derivatives

Borrowing and Borrowings

Expenses Measured at Fair

after Swaps Value Total

13 16

Three months ended March 31 2009

Net Unrealized

Gains losses on

Non-trading

Derivatives and Total Changes in

Borrowing Borrowings Fair Value

Expenses Measured Included in

after Swaps at Fair Value Net Income Loss

393 992 599

31 2008

Borrowing

Expenses

after Swaps

Total Changes in

Fair Value

Includedin

Net Income Loss

385 329 714
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The difference between the fair value amount and the

unpaid principal outstanding of borrowings measured at

fair value as of March 31 2009 and December 31 2008

was as follows in millions

March3l2009

Fair Value over

Unpaid Principal Unpaid Principal

Outstanding Fair Value Outstanding

34904 36133 1229

December 31 2008

32745 34675 1930

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

Net unrealized gains losses on non-trading derivatives

and borrowings measured at fair value on the Condensed

Statement of Income and Retained Earnings for the three

months ended March 31 2009 and 2008 comprise the

following in millions

Increase decrease in fair value of derivative

instruments due to movements in

Exchange rates

Interest rates

Total change in fair value of derivatives

Increase decrease in fair value ofSFAS 159 elected

borrowings due to movements in

Exchange rates

Interest rates

Total change in fair value of borrowings

Three months ended

March 31

2009 2008

Unaudited

287 386

220 665

507 279

255 363

737 692

992 329

The financial market turmoil has led to crisis of

confidence that has negatively affected all credit spread

products Consequently the Banks credit spreads have

continued to widen compared to the end of 2008 levels

due in part to increased competition from comparably

rated government guaranteed financial institutions issuing

at wider spread levels than those typically obtained by the

Bank in the past

The Banks borrowings in non-functional currencies are

fully swapped to functional currencies thus protecting

the Bank against fluctuations in exchange rates During

the first three months of 2009 exchange rate changes

affected negatively the value of the borrowing swaps by

$287 million 2008$386 million offsetting the

positive effect of the decrease in the value of borrowings

of $284 million 2008$384 million

NOTE PENSION AND POSTRETIREMENT
BENEFIT PLANS

The Bank has two defined benefit retirement plans

Plans the Staff Retirement Plan SRP for the pension

benefit of its international employees and the Local Re
tirement Plan LRP for the pension benefit of local em
ployees in the country offices The Bank also provides

certain health care and other benefits to retirees under the

Postretirement Benefits Plan PRBP

Contributions All contributions are made in cash Con

tributions from the Bank to the Plans and the PRBP dur

ing the first three months of 2009 were $12 million 2008

$10 million As of March 31 2009 the estimate of

contributions expected to be paid to the Plans during

2009 was $35 million the same amount disclosed in the

December 31 2008 financial statements Estimated con

tributions expected to be paid to the PRBP also remained

unchanged at $25 million Contributions for 2008 were

$24 million and $17 million respectively

Currency transaction gains losses on borrowings

at amortized cost

Amortization of borrowing and loan

basis adjustments

Reclassitication to income cash flow hedges

Total

Net unrealized gains on the Banks borrowings measured

at fair value resulting from changes in interest rates were

$737 million for the first three months of 2009 These

gains were partially compensated by net unrealized losses

on non-trading derivatives of $220 million as result of

an overall increase in long-term swap interest rates in the

global markets compared to year end 2008 levels This

income volatility which amounted to gain of $517

million for the three-month period ended March 31 2009

compared to only $27 million for the same period last

year resulted mainly from the overall increase in the

Banks credit spreads $695 million partially offset by

the change in fair value of lending swaps $95 million

The following table summarizes the benefit costs associ

ated with the Plans and the PRBP for the three months

ended March 31 2009 and 2008 in millions

Unpaid Principal

Outstanding Fair Value

Fair Value over

Unpaid Principal

Outstanding

29 21

Periodic benefit cost Net periodic benefit costs are allo

cated between the Ordinary Capital and the FSO in ac

cordance with an allocation formula approved by the

Board of Executive Directors for administrative expenses

517 20 and are included under Administrative expenses
in the

Condensed Statement of Income and Retained Earnings
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NOTE SEGMENT REPORTITIG

Service cost

Interest cost

Expected return on

plan assets

Prior service cost

Net periodic benefit cost

Of which

ORCs share

FSOs share

Service cost

Interest cost

Expected return on

plan assets

Prior service cost

Net periodic benefit cost

Pension Benefits

Three months ended

March 31
2009 2008

Unaudited

16

35

44

Postretirement

Benefits

Three months ended

March 31
2009 2008

Unaudited

Of which

ORCs share

FSOs share

Management has determined that the Bank has only one

reportable segment since the Bank does not manage its

operations by allocating resources based on determina

tion of the contributions to net income of individual op
erations The Bank does not differentiate between the

14
natures of the products or services provided the prepara

tion process or the method for providing the services

42
among individual countries For the three months ended

March 31 2009 and 2008 loans made to or guaranteed

by three countries individually generated in excess of 10

percent of loan income as follows in millions

Three months ended

March 31
2009 2008

Brazil 119 152

Argentina 84 108

Colombia 56 63

8$
15 16

19 17


