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The following information is filed pursuant to Rule 3 of Regulation IA in respect of the issuance by
the Bank of BRL.30,000,000 9.50 percent Notes due January 6, 2014, Series No. 322, Tranche No.
08 (the “Notes"), as from May 19, 2011 to be consolidated and form a single series with each of the
Bank’s BRL75,000,000 9.50 percent Notes due January 6, 2014 issued on January 6, 2010 (Series
No. 322, Tranche No. 01), the Bank’'s BRL75,000,000 9.50 percent Notes due January 6, 2014
issued on February 17, 2010 (Series No. 322, Tranche No. 02), the Bank’s BRL35,000,000 9.50
percent Notes due January 6, 2014 issued on April 6, 2010 (Series No. 322, Tranche No. 03), the
Bank’s BRL35,000,000 9.50 percent Notes due January 6, 2014 issued on July 19, 2010 (Series
No. 322, Tranche No. 04), the Bank’s BRL30,000,000 9.50 percent Notes due January 6, 2014
issued on October 5, 2010 (Series No. 322, Tranche No. 05), the Bank’s BRL35,000,000 9.50
percent Notes due January 6, 2014 issued on January 21, 2011 (Series No. 322, Tranche No. 06),
and the Bank’s BRL35,000,000 9.50 percent Notes due January 6, 2014 issued on April 13, 2011
(Series No. 322, Tranche No. 07), under the Bank’s Global Debt Program (the “Program”). The
Notes are being issued pursuant to: the Prospectus dated January 8, 2001 (the “Prospectus”) and
the Standard Provisions dated January 8, 2001 (the “Standard Provisions”) (both previously filed);
and the Terms Agreement dated May 16, 2011 (the “Terms Agreement”) and the Pricing
Supplement dated as of May 16, 2011 (the “Pricing Supplement”) (both attached hereto). This
report contains information specified in Schedule A to Regulation IA concerning a particular issue of
securities which has not been previously available.

ltem 1. Description of Securities

See cover page and pages 17 through 31 of the Prospectus; and the attached Pricing
Supplement.

item 2. Distribution of Securities

See pages 42 through 44 of the Prospectus; and the attached Terms Agreement.

ltem 3. Distribution Spread

Price to the Selling Discounts Proceeds to the
Public and Commission' Bank?

Per

Note: 104.1925% 1.3750% 102.8175%

Total: BRL31,257,750.00 BRL412,500.00 BRL30,845,250.00
(USD19,384,651.16) (USD255,813.95) (USD19,128,837.21)

Item 4. Discounts and Commissions to Sub-Underwriters and Dealers

See Item 3 above.

ltem 5. Other Expenses of Distribution

Not applicable.

1 The Bank has agreed to indemnify the Underwriters against certain liabilities.
2 Plus accrued interest from January 6, 2011, which is expected to be BRL1,038,493.15 as of May 19, 2011.



ltem 6. Application of Proceeds

See page 5 of the Prospectus.
ltem 7. Exhibits

(A) Opinion of the Chief Counsel of the Bank as to the legality of the obligations,
dated March 10, 2011

(B) Pricing Supplement

(C) Terms Agreement



Exhibit A

March 10, 2011

To the Dealers appointed
from time to time pursuant to a
Terms Agreement or Appointment Agreement
under the Global Debt Program of the
Inter-American Development Bank

Ladies and Gentlemen:

| have participated in the proceedings of the Inter-American Development Bank
(the “Bank”) to establish the Global Debt Program of the Bank, as it may be
amended, restated, or superseded from time to time (the “Program”), and to
authorize the issue and sale of Notes thereunder (the "Notes”) with reference to a
Prospectus dated January 8, 2001 (the "Prospectus”). In connection with such
proceedings, | have examined, among other documents, the following:

1) The Agreement Establishing the Inter-American Development Bank (the “Bank
Agreement”) and the By-Laws of the Bank;

2) The Global Borrowing Authorization, Resolution DE-10/11, authorizing the
issuance and sale of the Notes;

3) The Prospectus;

4) The Standard Provisions, dated as of January 8, 2001 (the “Standard
Provisions”);

5) The Global Agency Agreement, dated January 8, 2001, as amended, among
the Bank, Kredietbank S.A. Luxembourgeoise, and Citibank, N.A. (the "Global

Agency Agreement”); and

6) The Uniform Fiscal Agency Agreement, dated as of July 20, 2006, as
amended, between the Bank and the Federal Reserve Bank of New York (the

"FRBNY Fiscal Agency Agreement”).

Pursuant to Section 5(e)(ii) of the Standard Provisions, | am of the opinion
that:

a) The Bank is an international organization duly established and existing
under the Bank Agreement;

b) The Bank has obtained all governmental approvals required pursuant to
the Bank Agreement in connection with the offering, issue and sale of the
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Notes;

c) The creation, issue, sale and delivery of the Notes, and the execution of
any Notes in definitive form, have been duly authorized, and when duly
issued and delivered, and in the case of Notes in definitive form, duly
executed, authenticated, issued and delivered, the Notes will constitute
valid and legally binding obligations of the Bank in accordance with their

terms:

d) Any applicable Terms Agreement or Appointment Agreement, as the case
may be, as of its date, will be duly authorized, executed and delivered by

the Bank;

e) Each of the Global Agency Agreement, and the FRBNY Fiscal Agency
Agreement has been duly authorized, executed and delivered by the Bank
and constitutes a valid and legally binding obligation of the Bank;

f) Under existing law, it is not necessary in connection with the public offering
and sale of the Notes to register the Notes under the U.S. Securities Act of
1933, as amended, or to qualify an indenture with respect thereto under the
U.S. Trust Indenture Act of 1939, as amended.

While | assume no responsibility with respect to the statements in the Prospectus,
nothing has come to my attention which has caused me to believe that the
Prospectus, as of its date and as of the date hereof, and excluding the financial
statements or other financial data, contains any untrue statement of a material
fact or omits to state any material fact necessary in order to make the statements
therein, in the light of the circumstances under which they were made, not
misieading.

This letter does not relate to the financial statements or other financial data
contained in the Prospectus.

In rendering the foregoing opinion, | have relied, with respect to matters of New
York law, upon the opinion of Sullivan & Cromwell LLP and, with respect to
matters of English law, upon the opinion of Linklaters LLP, each delivered on this
date in accordance with the Standard Provisions. Also, | have assumed that
signatures on all documents examined by me are genuine.

This letter is furnished by me as Chief Counsel of the Bank to Dealers appointed
from time to time under the Program and is solely for their benefit.

Very truly yours,
JW

John S. Scott

Chief Counsel



Exhibit B

PRICING SUPPLEMENT

Inter-American Development Bank
Global Debt Program
Series No: 322

Tranche: | 8

BRL 30,000,000 9.50 percent Notes due January 6, 2014 (the “Notes” as from May 19,
2011 to be consolidated and form a single series with the Bank’s BRL 75,000,000 9.50
percent Notes due January 6, 2014, issued on January 6, 2010 (the “Series 322 Tranche 1
Notes™), the Bank’s BRL 75,000,000 9.50 percent Notes due January 6, 2014, issued on
February 17, 2010 (the “Series 322 Tranche 2 Notes”), the Bank’s BRL 35,000,000 9.50
percent Notes due January 6, 2014, issued on April 6, 2010 (the “Series 322 Tranche 3
Notes™), the Bank’s BRL 35,000,000 9.50 percent Notes due January 6, 2014, issued on
July 19, 2010 (the “Series 322 Tranche 4 Notes), the Bank’s BRL 30,000,000 9.50
percent Notes due January 6, 2014, issued on October 5, 2010 (the “Series 322 Tranche 5
Notes), the Bank’s BRL 35,000,000 9.50 percent Notes due January 6, 2014, issued on
January 21, 2011 (the “Series 322 Tranche 6 Notes) and the Bank’s BRL 35,000,000 9.50
percent Notes due January 6, 2014, issued on April 13, 2011 (the “Series 322 Tranche 7

Notes)),

payable in United States Dollars

Issue Price: 104.1925 percent plus 133 days’ accrued interest

Application has been made for the Notes to be admitted to the
Official List of the United Kingdom Listing Authority and
to trading on the London Stock Exchange plc’s
Regulated Market

TD Securities

The date of this Pricing Supplement is as of May 16, 2011



Terms used herein shall be deemed to be defined as such for the purposes of the Terms
and Conditions (the “Conditions”) set forth in the Prospectus dated January 8, 2001 (the
“Prospectus™), which for the avoidance of doubt does not constitute a “prospectus” for
the purposes of Part VI of the UK Financial Services and Markets Act 2000 or a “base
prospectus” for the purposes of the EU Prospectus Directive. This Pricing Supplement
must be read in conjunction with the Prospectus and the United Kingdom Listing
Authority Listing Particulars dated August 27, 2010 (the “Listing Particulars™). This
document is issued to give details of an issue by Inter-American Development Bank (the
“Bank”) under its Global Debt Program and to provide information supplemental to the
Prospectus and the Listing Particulars. Complete information in respect of the Bank and
this offer of the Notes is provided on the basis of the combination of the information
contained in this Pricing Supplement, the Prospectus and the Listing Particulars.

Terms and Conditions

The following items under this heading “Terms and Conditions” are the particular terms
which relate to the issue the subject of this Pricing Supplement. These are the only terms
which form part of the form of Notes for such issue.

1. (a) Series No.: 322
(b) Tranche No.: 8
2. Aggregate Principal Amount: BRL 30,000,000

As from the Issue Date, the Notes will be
consolidated and form a single series with
the Series 322 Tranche 1 Notes, the Series
322 Tranche 2 Notes, and the Series 322
Tranche 3 Notes, the Series 322 Tranche 4
Notes, the Series 322 Tranche 5 Notes, the
Series 322 Tranche 6 Notes and the Series
322 Tranche 7 Notes.

3.  Issue Price: BRL 32,296,243.15, which is 104.1925
percent of the Aggregate Principal Amount
plus the amount of BRL 1,038,493.15 of
133 days’ accrued interest, inclusive.

4. Issue Date: May 19, 2011
5. Form of Notes
(Condition 1(a)): Registered only, as further provided in
paragraph 9(c) of “Other Relevant Terms”
below.



10.

1.

12.

13.

Authorized Denomination(s)
(Condition 1(b)):

Specified Currency
(Condition 1(d)):

Specified Principal Payment

Currency
(Conditions 1(d) and 7(h)):

Specified Interest Payment Currency
(Conditions 1(d) and 7(h)):

Maturity Date
(Condition 6(a); Fixed Interest Rate):

Interest Basis
(Condition 5):

Interest Commencement Date
(Condition 5(III)):

Fixed Interest Rate (Condition 5(I)):

(a) Interest Rate: |
(b) Business Day Convention:

(c) Fixed Rate Interest Payment
Date(s):

BRL 5,000 and integral multiples thereof

The lawful currency of the Federative
Republic of Brazil (“Brazilian Real” or
“BRL”), provided that all payments in
respect of the Notes will be made in United
States Dollars (“U.S.$” or “USD”).

USD
UsSDh
January 6, 2014

Fixed Interest Rate (Condition 5(I))

January 6, 2011

Condition 5(I) as amended and
supplemented below, shall apply to the
Notes. The bases of the Calculation of the
Interest Amount, Interest Payment Dates
and default interest are as set out below.

9.50 percent per annum
Following Business Day Convention
Annually on each January 6, commencing

on January 6, 2012 and ending on, and
including, the Maturity Date.



(d) Interest Period:

(e) Fixed Rate Day Count
Fraction(s):

(f) Calculation of Interest Amount:

Each period from and including each
Interest Payment Date to but excluding the
next following Interest Payment Date,
provided that the initial Interest Period will
commence on and include the Interest
Commencement Date, and the final Interest
Period will end on but exclude the Maturity
Date.

For the purposes of the calculation of the
Interest Amount payable for any Interest
Period, there shall be no adjustment
pursuant to the Business Day Convention
specified above.

Actual/Actual (ICMA)

As soon as practicable and in accordance
with the procedures specified herein, the
Calculation Agent will determine the
Reference Rate and calculate the amount of
interest payable (the “Interest Amount”)
with respect to each minimum Authorized
Denomination for the relevant Interest
Period.

The Interest Amount with respect to any
Interest Period shall be a USD amount
calculated on the relevant Rate Fixing Date
(as defined below) as follows:

BRL 475 per minimum Authorized

Denomination divided by the Reference
Rate

(and rounding, if necessary, the entire
resulting figure to the nearest two decimal
places, with USD 0.005 being rounded
upwards).

The “Reference Rate” means the BRL/USD
offered rate for USD, expressed as the
amount of BRL per one USD, for
settlement in two Brazil and New York
Business Days (as defined below) reported




by the Banco Central do Brasil on the
SISBACEN Data System under transaction
code PTAX-800 (“Consulta de Cambio” or
“Exchange Rate Inquiry”’), Option 5
(“Cotagdes para Contabilidade” or “Rates
for Accounting Purposes”) (the “PTAX
Rate”) (or such other page or service as may
replace any such page for the purposes of
displaying the BRL/USD reference rate
published by Banco Central do Brasil), by
approximately 6:00 p.m., Sdo Paulo local
time, on each Rate Fixing Date (as defined
below); provided, however, that if the
BRL12 (as defined below) is available on
such Rate Fixing Date and the PTAX Rate
shall differ by more than 3% from the
BRL12, then the Reference Rate will be the
BRL12, or if there are insufficient responses
to BRLL12, then both the PTAX Rate and
BRIL12 shall be deemed unavailable; and
provided further, that if the PTAX Rate is
not then available, then the Reference Rate
will be BRL12.

“BRL12” means the foreign exchange rate
as specified in the ISDA 1998 FX and
Currency Options Definitions updated as of
January 12, 2007, which is the BRL/USD
specified rate for USD, expressed as the
amount of BRL per one USD, for settlement
in two Brazil and New York Business Days
as calculated by EMTA (or a service
provider EMTA may in its sole discretion
select) pursuant to the EMTA BRL Industry
Survey Methodology (as defined below),
and published on EMTA’s website
(www.emta.org) at approximately 12:30
p.m. Sdo Paulo time or as soon as

. practicable thereafter on the Rate Fixing
Date.

“EMTA BRL Industry Survey

Methodology” means a methodology, dated
as of March 1, 2004, as amended from time

to time, for a centralized industry-wide




survey of financial institutions in Brazil that
are active participants in the BRL/USD spot
rate markets for the purposes of determining
BRLI12.

“Rate Fixing Date” is a date that is five
Brazil and New York Business Days prior
to any Fixed Rate Interest Payment Date
and/or the Maturity Date, provided,
however, that if such date is an Unscheduled
Holiday, the Rate Fixing Date shall be the
next preceding Brazil and New York
Business Day, and provided further, that if
there is an Unscheduled Holiday between
such Rate Fixing Date and such date of
payment, there shall be no adjustment to
such Rate Fixing Date on account thereof.

“Brazil and New York Business Day”
means a day (other than a Saturday or a
Sunday) on which the banks and foreign
exchange markets are open for business in
both (i) Sdo Paulo, Rio de Janeiro or
Brasilia not otherwise declared a financial
market holiday by the Bolsa de Mercadorias
& Futuros; and (i1) New York.

“Unscheduled Holiday” means a day that is
not a Brazil and New York Business Day
and the market was not aware of such fact
(by means of a public announcement or by
reference to other publicly available
information) until a time later than 9:00 a.m.
local time in the principal financial centers
of the Specified Currency two Brazil and
New York Business Days prior to the
relevant Rate Fixing Date.

“Fallback Provision”:

In the event that both the PTAX Rate and
the BRL12 are unavailable on the relevant
Rate Fixing Date, the Reference Rate will
be determined by the Calculation Agent on
such Rate Fixing Date, acting in good faith



14.

15.

16.

17.

18.

(g) Calculation Agent:

(h) Notification:

Relevant Financial Center:
Relevant Business Day:

Redemption Amount (Condition

6(a)):

Issuer's Optional Redemption
(Condition 6(e)):

Redemption at the Option of the
Noteholders (Condition 6(f)):

and in a commercially reasonable manner,
having taken into account relevant market
practice.

See “8. Identity of Calculation Agent” under
“Other Relevant Terms”

If the Interest Amount payable on any
Interest Payment Date or the Redemption
Amount, as the case may be, is calculated in
any manner other than by utilizing the
PTAX Rate, the Global Agent on behalf of
the Bank shall give notice as soon as
reasonably practicable to the Noteholders in
accordance with Condition 14 (Notices).

London, New York and Brazil

London, New York and Brazil

The Redemption Amount with respect to
each minimum Authorized Denomination
will be a USD amount calculated by the
Calculation Agent on the Rate Fixing Date
with respect to the Maturity Date as follows:

minimum Authorized Denomination
divided by
Reference Rate

(and rounding, if necessary, the entire
resulting figure to the nearest two decimal
places, with USD 0.005 being rounded

upwards).

No



19. Early Redemption Amount
(including accrued interest, if
applicable) (Condition 9):

20. Governing Law:
21.  Selling Restrictions:

(a) United States:

(b) United Kingdom:

In the event the Notes become due and
payable as provided in Condition 9
(Default), the Early Redemption Amount
with respect to each minimum Authorized
Denomination will be a USD amount equal
to the Redemption Amount that is
determined in accordance with “16.
Redemption Amount” plus accrued and
unpaid interest, if any, as determined in
accordance with “13. Fixed Interest Rate
(Condition 5(1))”; provided that for
purposes of such determination, the “Rate
Fixing Date” shall be the date that is five (5)
Brazil and New York Business Days prior
to the date upon which the Notes become
due and payable as provided in Condition 9
(Default).

New York

Under the provisions of Section 11(a) of the
Inter-American Development Bank Act, the
Notes are exempted securities within the
meaning of Section 3(a)(2) of the U.S.
Securities Act of 1933, as amended, and
Section 3(a)(12) of the U.S. Securities
Exchange Act of 1934, as amended.

The Dealer agrees that it has complied and
will comply with all applicable provisions of
the Financial Services and Markets Act

2000 with respect to anything done by it in
relation to the Notes in, from or otherwise
involving the United Kingdom.



(c) Federative Republic of Brazil:

(d) General:

Other Relevant Terms

1. Listing:

2. Details of Clearance System
Approved by the Bank and the
Global Agent and Clearance and
Settlement Procedures:

3. Syndicated:

4.  Commissions and Concessions:

5. Estimated Total Expenses:

The Dealer has represented and agreed that
it has not offered or sold and will not offer
or sell any Notes in Brazil. The Notes have
not been and will not be registered with the
Brazilian Securities and Exchange
Commission (Comissdo de Valores
Mobiliarios, the “CVM?”).

No action has been or will be taken by the
Issuer that would permit a public offering of
the Notes, or possession or distribution of
any offering material relating to the Notes in
any jurisdiction where action for that
purpose is required. Accordingly, the
Dealer agrees that it will observe all
applicable provisions of law in each
jurisdiction in or from which it may offer or
sell Notes or distribute any offering
material.

Application has been made for the Notes to
be admitted to the Official List of the United
Kingdom Listing Authority and to trading
on the London Stock Exchange plc’s
Regulated Market with effect from the Issue
Date.

Euroclear and Clearstream, Luxembourg
No

1.375% of the Aggregate Principal Amount
(comprised of a 1.1875% selling concession
and a 0.1875% management and
underwriting fee)

None. The Dealer has agreed to pay for all
material expenses related to the issuance of
the Notes.



Codes:

(a) Common Code:
(b) ISIN:

Identity of Dealer:

Identity of Calculation Agent:

Provision for Registered Notes:

(a) Individual Definitive Registered
Notes Available on Issue Date:

(b) DTC Global Note(s):

047511178
XS0475111786

The Toronto-Dominion Bank

The Toronto-Dominion Bank, Toronto

In relation to each Rate Fixing Date, as soon
as is reasonably practicable after the
determination of the relevant Reference
Rate in relation thereto, on the date on
which the relevant Reference Rate is to be
determined (or, if such date is not a
Relevant Business Day, then on the next
succeeding Relevant Business Day), the
Calculation Agent shall notify the Issuer and
the Global Agent of the Reference Rate and
the Interest Amount, and the Redemption
Amount or Early Redemption Amount, as
the case may be, in relation thereto.

All determinations of the Calculation Agent
shall (in the absence of manifest error) be
final and binding on all parties (including,
but not limited to, the Bank and the
Noteholders) and shall be made in its sole
discretion in good faith and in a
commercially reasonable manner in
accordance with a calculation agent
agreement between the Bank and the
Calculation Agent.

No

No
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(c) Other Registered Global Notes:  Yes, issued in accordance with the Global
Agency Agreement, dated January 8, 2001,
among the Bank, Citibank, N.A., as Global
Agent, and the other parties thereto.

General Information
Additional Information regarding the Notes

1. The EU has adopted a Directive regarding the taxation of savings income (the
“Savings Directive”). The Savings Directive requires Member States (as defined below)
to provide to the tax authorities of other Member States details of payments of interest
and other similar income paid by a person to an individual in another Member State,
except that Austria and Luxembourg will instead impose a withholding system for a
transitional period unless during such period they elect otherwise.

The Bank undertakes that it will ensure that it maintains a paying agent in a country
which is a member of the European Union (a “Member State™) that will not be obliged to

withhold or deduct tax pursuant to the Savings Directive.

2. United States Tax Matters

A) United States Internal Revenue Service Circular 230 Notice: To ensure
compliance with Internal Revenue Service Circular 230, prospective investors are hereby
notified that. (a) any discussion of U.S. federal tax issues contained or referred to in this
Pricing Supplement, the Prospectus or any other document referred to herein is not
intended or written to be used, and cannot be used, by prospective investors for the
purpose of avoiding penalties that may be imposed on them under the United States
Internal Revenue Code, (b) such discussions are written for use in connection with the
promotion or marketing of the transactions or matters addressed herein; and (c)
prospective investors should seek advice based on their particular circumstances from an

independent tax advisor.

B) The “Tax Matters” section of the Prospectus and any tax disclosure in this
pricing supplement is of a general nature only, is not exhaustive of all possible tax
considerations and is not intended to be, and should not be construed to be, legal,
business or tax advice to any particular prospective investor. Each prospective investor
should consult its own tax advisor as to the particular tax consequences to it of the
acquisition, ownership, and disposition of the Notes, including the effects of applicable
U.S. federal, state, and local tax laws and non-U.S. tax laws and possible changes in tax

laws.

C) Due to a change in law since the date of the Prospectus, the second paragraph
of “—Payments of Interest” under the United States Holders section should be read as

11



follows: “Interest paid by the Bank on the Notes constitutes income from sources outside
the United States but will, depending on your circumstances, be “passive” or “general”
income for purposes of computing the foreign tax credit.”

D) Due to a change in law since the date of the Prospectus, the fourth paragraph
of “—Purchase, Sale and Retirement of the Notes” under the United States Holders
section should be read as follows: “Capital gain of a noncorporate United States holder
that is recognized in taxable years beginning before January 1, 2011 is generally taxed at
a maximum rate of 15% where the holder has a holding period greater than one year.”

3. Noteholders should consult their own tax advisors concerning the consequences
of owning the Notes in their particular circumstances under the Internal Revenue Code

and the laws of any other taxing jurisdiction.
4. Additional Investment Considerations:

There are significant risks associated with the Notes including but not limited to
exchange rate risk, price risk and liquidity risk. Investors should consult their own
financial, legal, accounting and tax advisors about the risks associated with an investment
in these Notes, the appropriate tools to analyze that investment, and the suitability of the
investment in each investor’s particular circumstances.

The methodologies for determining the Brazilian Real foreign exchange rate may

result in a Redemption Amount (or Early Redemption Amount, as the case may be) of the
Notes, or an interest payment on the Notes, being significantly less than anticipated.

INTER-AMERICAN DEVELOPMENT BANK

By: v

Name: Edward Barthdfomew

Title: Chief Financial Officer and General Manager,
Finance Department

12



Exhibit C

TERMS AGREEMENT NO. 322 TRANCHE 8 UNDER
THE PROGRAM

May 16, 2011

Inter-American Development Bank
1300 New York Avenue, N.W.
Washington, D.C. 20577

The undersigned agrees to purchase from you (the “Bank”) the Bank’s
BRL 30,000,000 9.50 percent Notes due January 6, 2014 (the “Notes”, as from May 19,
2011 to be consolidated and form a single series with the Bank’s BRL 75,000,000 9.50
percent Notes due January 6, 2014, issued on January 6, 2010 (Series 322, Tranche 1),
the Bank’s BRL 75,000,000 9.50 percent Notes due January 6, 2014, issued on February
17,2010 (Series 322, Tranche 2), the Bank’s BRL 35,000,000 9.50 percent Notes due
January 6, 2014, issued on April 6, 2010 (Series 322, Tranche 3), the Bank’s BRL
35,000,000 9.50 percent Notes due January 6, 2014, issued on July 19, 2010 (Series 322,
Tranche 4), the Bank’s BRL 30,000,000 9.50 percent Notes due January 6, 2014, issued
on October 5, 2010 (Series 322, Tranche 5), the Bank’s BRL 35,000,000 9.50 percent
Notes due January 6, 2014, issued on January 21, 2011 (Series 322, Tranche 6) and the
Bank’s BRL 35,000,000 9.50 percent Notes due January 6, 2014, issued on April 13,
2011 (Series 322, Tranche 7)), described in the Pricing Supplement related thereto, dated
as of the date hereof (the “Pricing Supplement”), at 9:00 a.m. New York time on May 19,
2011 (the “Settlement Date”), at an aggregate purchase price of BRL 32,296,243.15
(USD 20,028,677.92 at the agreed rate of 1.6125 BRL per one USD), payable in United
States Dollars and adjusted as set forth below, on the terms set forth herein and in the
Standard Provisions, dated as of January 8, 2001, relating to the issuance of Notes by the
Bank (the “Standard Provisions™), incorporated herein by reference. In so purchasing the
Notes, the undersigned understands and agrees that it is not acting as an agent of the
Bank in the sale of the Notes.

When used herein and in the Standard Provisions as so incorporated, the
term “Notes” refers to the Notes as defined herein. All other terms defined in the
Prospectus, the Pricing Supplement relating to the Notes, and the Standard Provisions
shall have the same meaning when used herein.

The Bank represents and warrants to us that the representations, warranties
and agreements of the Bank set forth in Section 2 of the Standard Provisions (with the
“Prospectus” revised to read the “Prospectus as amended and supplemented with respect
to Notes at the date hereof™) are true and correct on the date hereof.



The obligation of the undersigned to purchase Notes hereunder is subject
to the continued accuracy, on each date from the date hereof to and including the
Settlement Date, of the Bank’s representations and warranties contained in the Standard
Provisions and to the Bank’s performance and observance of all applicable covenants and
agreements contained therein. The obligation of the undersigned to purchase Notes
hereunder is further subject to the receipt by the undersigned of the documents referred to
in Section 6(b) of the Standard Provisions, except for the document referred to in sub-
paragraph (iii) of Section 6(b), the receipt of which is hereby waived by the undersigned.

Subject to Section 5(f) of the Standard Provisions, the Bank certifies to the
undersigned that, as of the Settlement Date, (i) the representations and warranties of the
Bank contained in the Standard Provisions are true and correct as though made at and as
of the Settlement Date, (ii) the Bank has performed all of its obligations under this Terms
Agreement required to be performed or satisfied on or prior to the Settlement Date, and
(iii) the Prospectus contains all material information relating to the assets and liabilities,
financial position, and net income of the Bank, and nothing has happened or is expected
to happen which would require the Prospectus to be supplemented or updated.

1. The Bank agrees that it will issue the Notes, and the Dealer named below
agrees to purchase the Notes, at the aggregate purchase price specified
above, adjusted as follows: the issue price of 104.1925 percent of the
principal amount (BRL 31,257,750); plus 133 days’ accrued interest (BRL
1,038,493.15); less a combined management and underwriting fee and
selling concession of 1.375 percent of the principal amount (BRL
412,500). For the avoidance of doubt, the Dealer’s purchase price after
the above adjustments is BRL 31,883,743.15 (USD 19,772,863.97 at the
agreed rate of 1.6125 BRL per one USD) and will be paid in United States
Dollars.

2. Payment for the Notes shall be made on the Settlement Date by the Dealer
to Citibank, N.A., London office, as common depositary for Euroclear
Bank S.A./N.V., as operator of the Euroclear System, and Clearstream
Banking, société anonyme, for transfer in immediately available funds to
an account designated by the Bank.

3. The Bank hereby appoints the undersigned as a Dealer under the Standard
Provisions solely for the purpose of the issue of Notes to which this Terms
Agreement pertains. The undersigned shall be vested, solely with respect
to this issue of Notes, with all authority, rights and powers of a Dealer
purchasing Notes as principal set out in the Standard Provisions, a copy of
which it acknowledges it has received, and this Terms Agreement. The
undersigned acknowledges having received copies of the following
documents, which it has requested:



o a copy of the Prospectus and the Global Agency Agreement, duly
executed by the parties thereto; and

. a copy of each of the most recently delivered documents referred
to in Section 6(a) or 6(b), as applicable, of the Standard Provisions
except for the document referred to in sub-paragraph (iii) of
Section 6(b), the receipt of which is hereby waived by the
undersigned.

In consideration of the Bank appointing the undersigned as a Dealer solely
with respect to this issue of Notes, the undersigned hereby undertakes for
the benefit of the Bank that, in relation to this issue of Notes, it will
perform and comply with all of the duties and obligations expressed to be
assumed by a Dealer under the Standard Provisions.

The undersigned acknowledges that such appointment is limited to this
particular issue of Notes and is not for any other issue of Notes of the
Bank pursuant to the Standard Provisions and that such appointment will
terminate upon issue of the relevant Notes, but without prejudice to any
rights (including, without limitation, any indemnification rights), duties or
obligations of the undersigned which have arisen prior to such

termination.

For purposes hereof, the notice details of the undersigned are as follows:

FOR THE BANK:

Inter-American Development Bank

1300 New York Avenue, N.W.

Washington, D.C. 20577

Attention: Finance Department
Chief, Treasury Division

Telephone:  202-623-1310

Facsimile: 202-623-3523

FOR THE DEALER:

The Toronto-Dominion Bank

60 Threadneedle Street

London EC2R 8AP

United Kingdom

Attention: Origination and Syndication Desk
Telephone:  +44 (0) 20 7628 2262

Facsimile: +44 (0) 20 7628 1054



6. To complement the selling restrictions contained in exhibit D to the
Standard Provisions, the undersigned hereby:

(1) Acknowledges that: (A) under the provisions of Section 11(a) of
the Inter-American Development Bank Act, the Notes are
exempted securities within the meaning of Section 3(a)(2) of the
U.S. Securities Act of 1933, as amended, and Section 3(a)(12) of
the U.S. Securities Exchange Act of 1934, as amended, and (B) no
action has been or will be taken by the Bank that would permit a
public offering of the Notes, or possession or distribution of any
offering material relating to the Notes in any jurisdiction where
action for that purpose is required. Accordingly, the undersigned
agrees that it will observe all applicable provisions of law in each
jurisdiction in or from which it may offer or sell Notes or distribute

any offering material.

(i1) Represents and agrees that it has complied and will comply with
all applicable provisions of the Financial Services and Markets Act
2000 with respect to anything done by it in relation to such Notes
in, from or otherwise involving the United Kingdom.

(iii)  Represents and agrees that it has not offered or sold and will not
offer or sell any Notes in Brazil. The Notes have not been and will
not be registered with the Brazilian Securities and Exchange
Commission (Comissdo de Valores Mobiliarios).

All notices and other communications hereunder shall be in writing and
shall be transmitted in accordance with Section 10 of the Standard Provisions.

This Terms Agreement shall be governed by and construed in accordance
with the laws of the State of New York.



This Terms Agreement may be cxecuted by any one or more of the parties
hereto in any number of counterparts, each of which shall be deemed to be an original,
but all such respective counterparts together shall constitute one and the same instrument.

THE TORONTO-DOMINION BANK
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A
Nanie: “Alf Cogtinzo
Title: Mandging Director

By:

CONFIRMED AND ACCEPTED, as of the
date first written above;

INTER-AMERICAN DEVEROPMENT BANK

By:

NKame: EdwardBartholomew
Title: Chief Financial Officer and General Manager,
Finance Department
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
100 F Street. NE

Washington, D.C. 20549

REPORT OF
THE INTER-AMERICAN DEVELOPMENT BANK

(the "Bank”)

In respect of the Bank’s

Series No. 322, Tranche No.-08

BRL30,000,000 9.50 percent Notes due January 6, 2014, as from May 19, 2011 to be
consolidated and form a single series with each of the Bank's BRL75,000,000 9.50 percent

Notes due January 6, 2014 issued on January 6, 2010 (Series No. 322, Tranche No. 01), the
Bank’s BRL75,000,000 9.50 percent Notes due January 6, 2014 issued on February 17, 2010
(Series No. 322, Tranche No. 02), the Bank's BRL35,000,000 9.50 percent Notes due January
6, 2014 issued on April 6, 2010 (Series No. 322, Tranche No. 03), the Bank’s BRL35,000,000
9.50 percent Notes due January 6, 2014 issued on July 19, 2010 (Series No. 322, Tranche No.
04), the Bank’s BRL30,000,000 9.50 percent Notes due January 6, 2014 issued on October 5,
2010 (Series No. 322, Tranche No. 05), the Bank's BRL35,000, OOD 9.50 percent Notes due
January 6, 2014 issued on January 21, 2011 (Series No. 322, Tranche No. 06), and Bank's
BRL35,000,000 9.50 percent Notes due January 6, 2014 issued on April 13, 2011 (Series No.

322 Tranche No. 07)

Filed pursuant to Rule 3 of Regulation IA

Dated: May 16, 2011
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The following information is filed pursuant to Rule 3 of Regulation IA in respect of the issuance by
the Bank of BRL30,000,000 9.50 percent Notes due January 6, 2014, Series No. 322, Tranche No.
08 (the “Notes”), as from May 19, 2011 to be consolidated and form a single series with each of the
Bank’s BRL75,000,000 9.50 percent Notes due January 6, 2014 issued on January 6, 2010 (Series
No. 322, Tranche No. 01), the Bank’s BRL75,000,000 9.50 percent Notes due January 6, 2014
issued on February 17, 2010 (Series No. 322, Tranche No. 02), the Bank’s BR1.35,000,000 9.50
percent Notes due January 6, 2014 issued on Aprii 6, 2010 (Series No. 322, Tranche No. 03), the
Bank’s BRL35,000,000 9.50 percent Notes due January 6, 2014 issued on July 19, 2010 (Series
No. 322, Tranche No. 04), the Bank’s BRL.30,000,000 9.50 percent Notes due January 6, 2014
issued on October 5, 2010 (Series No. 322, Tranche No. 05), the Bank’'s BRL35,000,000 9.50
percent Notes due January 6, 2014 issued on January 21, 2011 (Series No. 322, Tranche No. 06),
and the Bank’'s BRL35,000,000 9.50 percent Notes due January 6, 2014 issued on April 13, 2011
(Series No. 322, Tranche No. 07), under the Bank’s Global Debt Program (the “Program”). The
Notes are being issued pursuant to: the Prospectus dated January 8, 2001 (the “Prospectus”) and
the Standard Provisions dated January 8, 2001 (the “Standard Provisions”) (both previously filed);
and the Terms Agreement dated May 16, 2011 (the “Terms Agreement’) and the Pricing
Supplement dated as of May 16, 2011 (the “Pricing Supplement”) (both attached hereto). This
report contains information specified in Schedule A to Regulation IA concerning a particular issue of
securities which has not been previously available.

Item 1. Description of Securities

See cover page and pages 17 through 31 of the Prospectus; and the attached Pricing
Supplement.

Item 2. Distribution of Securities

See pages 42 through 44 of the Prospectus; and the attached Terms Agreement.

ltem 3. Distribution Spread

Price to the Selling Discounts Proceeds to the
Public and Commission' Bank®

Per

Note: 104.1925% 1.3750% 102.8175%

Total: BRL31,257,750.00 BRL412,500.00 BRL30,845,250.00
(USD19,384,651.16) (USD255,813.95) (USD19,128,837.21)

Item 4. Discounts and Commissions to Sub-Underwriters and Dealers

See Item 3 above.

ltem 5. Other Expenses of Distribution
Not applicable.

1 The Bank has agreed to indemnify the Underwriters against certain liabilities.
2 Plus accrued interest from January 6, 2011, which is expected to be BRL1,038,493.15 as of May 19, 2011.



Iltem 6. Application of Proceeds

See page 5 of the Prospectus.
Item 7. Exhibits

(A) Opinion of the Chief Counsel of the Bank as to the legality of the obligations,
dated March 10, 2011

(B) Pricing Supplement

(<) Terms Agreement



Exhibit A

March 10, 2011

To the Dealers appointed
from time to time pursuant to a
Terms Agreement or Appointment Agreement
under the Global Debt Program of the
Inter-American Development Bank

Ladies and Gentlemen:

| have participated in the proceedings of the Inter-American Development Bank
(the “Bank”) to establish the Global Debt Program of the Bank, as it may be
amended, restated, or superseded from time to time (the “Program”), and to
authorize the issue and sale of Notes thereunder (the “Notes”) with reference to a
Prospectus dated January 8, 2001 (the "Prospectus”). In connection with such
proceedings, | have examined, among other documents, the following:

1) The Agreement Establishing the Inter-American Development Bank (the “Bank
Agreement”) and the By-Laws of the Bank;

2) The Global Borrowing Authorization, Resolution DE-10/11, authorizing the
issuance and sale of the Notes;

3) The Prospectus;

4) The Standard Provisions, dated as of January 8, 2001 (the “Standard
Provisions”);

5) The Global Agency Agreement, dated January 8, 2001, as amended, among
the Bank, Kredietbank S.A. Luxembourgeoise, and Citibank, N.A. (the “Global
Agency Agreement”); and

6) The Uniform Fiscal Agency Agreement, dated as of July 20, 2006, as
amended, between the Bank and the Federal Reserve Bank of New York (the

"FRBNY Fiscal Agency Agreement”).

Pursuant to Section 5(e)(ii) of the Standard Provisions, | am of the opinion
that:

a) The Bank is an international organization duly established and existing
under the Bank Agreement;

b) The Bank has obtained all governmental approvals required pursuant to
the Bank Agreement in connection with the offering, issue and sale of the

Imer-American Development Bank | www.iadb.org



Notes:

c) The creation, issue, sale and delivery of the Notes, and the execution of
any Notes in definitive form, have been duly authorized, and when duly
issued and delivered, and in the case of Notes in definitive form, duly
executed, authenticated, issued and delivered, the Notes will constitute
valid and legally binding obligations of the Bank in accordance with their
terms;

d) Any applicable Terms Agreement or Appointment Agreement, as the case
may be, as of its date, will be duly authorized, executed and delivered by

the Bank;

e) Each of the Global Agency Agreement, and the FRBNY Fiscal Agency
Agreement has been duly authorized, executed and delivered by the Bank
and constitutes a valid and legally binding obligation of the Bank;

f)  Under existing law, it is not necessary in connection with the public offering
and sale of the Notes to register the Notes under the U.S. Securities Act of
1933, as amended, or to qualify an indenture with respect thereto under the
U.S. Trust Indenture Act of 1939, as amended.

While | assume no responsibility with respect to the statements in the Prospectus,
nothing has come to my attention which has caused me to believe that the
Prospectus, as of its date and as of the date hereof, and excluding the financial
statements or other financial data, contains any untrue statement of a material
fact or omits to state any material fact necessary in order to make the statements
therein, in the light of the circumstances under which they were made, not
misieading.

This letter does not relate to the financial statements or other financial data
contained in the Prospectus.

In rendering the foregoing opinion, | have relied, with respect to matters of New
York law, upon the opinion of Sullivan & Cromwell LLP and, with respect to
matters of English law, upon the opinion of Linklaters LLP, each delivered on this
date in accordance with the Standard Provisions. Also, | have assumed that
signatures on all documents examined by me are genuine.

This letter is furnished by me as Chief Counsel of the Bank to Dealers appointed
from time to time under the Program and is solely for their benefit.

Very truly yours,
JW

John S. Scott

Chief Counsel



- Exhibit B

PRICING SUPPLEMENT

Inter-American Development Bank
Global Debt Program
Series No: 322
Tranche:-S

BRL 30,000,000 9.50 percent Notes due January 6, 2014 (the “Notes” as from May 19,
2011 to be consolidated and form a single series with the Bank’s BRL 75,000,000 9.50

percent Notes due January 6, 2014, issued on January 6, 2010 (the “Series 322 Tranche 1

Notes”), the Bank’s BRL 75,000,000 9.50 percent Notes due January 6, 2014, issued on
February 17, 2010 (the “Series 322 Tranche 2 Notes™), the Bank’s BRL 35,000,000 9.50

percent Notes due January 6, 2014, issued on April 6, 2010 (the “Series 322 Tranche 3

Notes™), the Bank’s BRL 35,000,000 9.50 percent Notes due January 6, 2014, issued on
July 19, 2010 (the “Series 322 Tranche 4 Notes), the Bank’s BRL 30,000,000 9.50
percent Notes due January 6, 2014, issued on October 5, 2010 (the “Series 322 Tranche 5

Notes), the Bank’s BRL 35,000,000 9.50 percent Notes due January 6, 2014, issued on
January 21, 2011 (the “Series 322 Tranche 6 Notes) and the Bank’s BRL 35,000,000 9.50

percent Notes due January 6, 2014, issued on April 13, 2011 (the “Series 322 Tranche 7
Notes)),

payable in United States Dollars

Issue Price: 104.1925 percent plus 133 days’ accrued interest

Application has been made for the Notes to be admitted to the
Official List of the United Kingdom Listing Authority and
to trading on the London Stock Exchange plc’s
Regulated Market

TD Securities

The date of this Pricing Supplement is as of May 16, 2011



Terms used herein shall be deemed to be defined as such for the purposes of the Terms
and Conditions (the “Conditions™) set forth in the Prospectus dated January 8, 2001 (the
“Prospectus”), which for the avoidance of doubt does not constitute a “prospectus” for
the purposes of Part VI of the UK Financial Services and Markets Act 2000 or a “base
prospectus” for the purposes of the EU Prospectus Directive. This Pricing Supplement
must be read in conjunction with the Prospectus and the United Kingdom Listing
Authority Listing Particulars dated August 27, 2010 (the “Listing Particulars™). This
document is issued to give details of an issue by Inter-American Development Bank (the
“Bank”) under its Global Debt Program and to provide information supplemental to the
Prospectus and the Listing Particulars. Complete information in respect of the Bank and
this offer of the Notes is provided on the basis of the combination of the information
contained in this Pricing Supplement, the Prospectus and the Listing Particulars.

Terms and Conditions

The following items under this heading “Terms and Conditions” are the particular terms
which relate to the issue the subject of this Pricing Supplement. These are the only terms
which form part of the form of Notes for such issue.

1. (a) Series No.: 322
(b) Tranche No.: 8
2. Aggregate Principal Amount: BRL 30,000,000

As from the Issue Date, the Notes will be
consolidated and form a single series with
the Series 322 Tranche 1 Notes, the Series
322 Tranche 2 Notes, and the Series 322
Tranche 3 Notes, the Series 322 Tranche 4
Notes, the Series 322 Tranche 5 Notes, the
Series 322 Tranche 6 Notes and the Series
322 Tranche 7 Notes.

3.  Issue Price: BRL 32,296,243.15, which is 104.1925
percent of the Aggregate Principal Amount
plus the amount of BRL 1,038,493.15 of
133 days’ accrued interest, inclusive.

4.  Issue Date: May 19, 2011
5. Form of Notes
(Condition 1(a)): Registered only, as further provided in
paragraph 9(c) of “Other Relevant Terms”
below.



10.

11.

12.

13.

Authorized Denomination(s)
(Condition 1(b)):

Specified Currency
(Condition 1(d)):

Specified Principal Payment
Currency
(Conditions 1(d) and 7(h)):

Specified Interest Payment Currency
(Conditions 1(d) and 7(h)):

Maturity Date
(Condition 6(a); Fixed Interest Rate):

Interest Basis
(Condition 5):

Interest Commencement Date
(Condition 5(111)):

Fixed Interest Rate (Condition 5(I)):

(a) Interest Rate: |
(b) Business Day Convention:

(c) Fixed Rate Interest Payment
Date(s):

BRL 5,000 and integral multiples thereof

The lawful currency of the Federative
Republic of Brazil (“Brazilian Real” or
“BRL”), provided that all payments in
respect of the Notes will be made in United
States Dollars (“U.S.$” or “USD”).

USD

uUsSh

January 6, 2014

Fixed Interest Rate (Condition 5(I))

January 6, 2011

Condition 5(I) as amended and
supplemented below, shall apply to the
Notes. The bases of the Calculation of the
Interest Amount, Interest Payment Dates
and default interest are as set out below.

9.50 percent per annum
Following Business Day Convention
Annually on each January 6, commencing

on January 6, 2012 and ending on, and
including, the Maturity Date.



(d) Interest Period:

(e) Fixed Rate Day Count
Fraction(s):

(f) Calculation of Interest Amount:

Each period from and including each
Interest Payment Date to but excluding the
next following Interest Payment Date,
provided that the initial Interest Period will
commence on and include the Interest
Commencement Date, and the final Interest
Period will end on but exclude the Maturity
Date.

For the purposes of the calculation of the
Interest Amount payable for any Interest
Period, there shall be no adjustment
pursuant to the Business Day Convention
specified above.

Actual/Actual (ICMA)

As soon as practicable and in accordance
with the procedures specified herein, the
Calculation Agent will determine the
Reference Rate and calculate the amount of
interest payable (the “Interest Amount™)
with respect to each minimum Authorized
Denomination for the relevant Interest
Period.

The Interest Amount with respect to any
Interest Period shall be a USD amount
calculated on the relevant Rate Fixing Date
(as defined below) as follows:

BRL 475 per minimum Authorized

Denomination divided by the Reference
Rate

(and rounding, if necessary, the entire
resulting figure to the nearest two decimal
places, with USD 0.005 being rounded
upwards).

The “Reference Rate” means the BRL/USD
offered rate for USD, expressed as the
amount of BRL per one USD, for
settlement in two Brazil and New York
Business Days (as defined below) reported




by the Banco Central do Brasil on the
SISBACEN Data System under transaction
code PTAX-800 (“Consulta de Cambio” or
“Exchange Rate Inquiry”), Option 5
(“Cotagdes para Contabilidade” or “Rates
for Accounting Purposes™) (the “PTAX
Rate”) (or such other page or service as may
replace any such page for the purposes of
displaying the BRL/USD reference rate
published by Banco Central do Brasil), by
approximately 6:00 p.m., Sdo Paulo local
time, on each Rate Fixing Date (as defined
below); provided, however, that if the
BRIL12 (as defined below) is available on
such Rate Fixing Date and the PTAX Rate
shall differ by more than 3% from the
BRL12, then the Reference Rate will be the
BRL12, or if there are insufficient responses
to BRL12, then both the PTAX Rate and
BRI.12 shall be deemed unavailable; and
provided further, that if the PTAX Rate is
not then available, then the Reference Rate
will be BRL12.

“BRL12” means the foreign exchange rate
as specified in the ISDA 1998 FX and
Currency Options Definitions updated as of
January 12, 2007, which is the BRL/USD
specified rate for USD, expressed as the
amount of BRL per one USD, for settlement
in two Brazil and New York Business Days
as calculated by EMTA (or a service
provider EMTA may in its sole discretion
select) pursuant to the EMTA BRL Industry
Survey Methodology (as defined below),
and published on EMTA’s website
(www.emta.org) at approximately 12:30
p-m. Sdo Paulo time or as soon as

. practicable thereafter on the Rate Fixing
Date.

“EMTA BRL Industry Survey
Methodology” means a methodology, dated
as of March 1, 2004, as amended from time
to time, for a centralized industry-wide




survey of financial institutions in Brazil that
are active participants in the BRL/USD spot
rate markets for the purposes of determining
BRLI12.

“Rate Fixing Date” is a date that is five
Brazil and New York Business Days prior
to any Fixed Rate Interest Payment Date
and/or the Maturity Date, provided,
however, that if such date is an Unscheduled
Holiday, the Rate Fixing Date shall be the
next preceding Brazil and New York
Business Day, and provided further, that if
there is an Unscheduled Holiday between
such Rate Fixing Date and such date of
payment, there shall be no adjustment to
such Rate Fixing Date on account thereof.

“Brazil and New York Business Day”
means a day (other than a Saturday or a
Sunday) on which the banks and foreign
exchange markets are open for business in
both (i) Sdo Paulo, Rio de Janeiro or
Brasilia not otherwise declared a financial
market holiday by the Bolsa de Mercadorias
& Futuros; and (ii) New York.

“Unscheduled Holiday” means a day that is
not a Brazil and New York Business Day
and the market was not aware of such fact
(by means of a public announcement or by
reference to other publicly available
information) until a time later than 9:00 a.m.
local time in the principal financial centers
of the Specified Currency two Brazil and
New York Business Days prior to the
relevant Rate Fixing Date.

“Fallback Provision”:

In the event that both the PTAX Rate and
the BRL12 are unavailable on the relevant
Rate Fixing Date, the Reference Rate will
be determined by the Calculation Agent on
such Rate Fixing Date, acting in good faith



14.

15.

16.

17.

18.

(g) Calculation Agent:

(h) Notification:

Relevant Financial Center:
Relevant Business Day:

Redemption Amount (Condition

6(a)):

Issuer's Optional Redemption
(Condition 6(e)):

Redemption at the Option of the
Noteholders (Condition 6(f)):

and in a commercially reasonable manner,
having taken into account relevant market
practice.

See “8. Identity of Calculation Agent” under
“Other Relevant Terms”

[f the Interest Amount payable on any
Interest Payment Date or the Redemption
Amount, as the case may be, is calculated in
any manner other than by utilizing the
PTAX Rate, the Global Agent on behalf of
the Bank shall give notice as soon as
reasonably practicable to the Noteholders in
accordance with Condition 14 (Notices).

London, New York and Brazil

London, New York and Brazil

The Redemption Amount with respect to
each minimum Authorized Denomination
will be a USD amount calculated by the
Calculation Agent on the Rate Fixing Date
with respect to the Maturity Date as follows:

minimum Authorized Denomination
divided by
Reference Rate

(and rounding, if necessary, the entire
resulting figure to the nearest two decimal
places, with USD 0.005 being rounded

upwards).
No

No



19. Early Redemption Amount
(including accrued interest, if
applicable) (Condition 9):

20. Governing Law:
21. Selling Restrictions:

(a) United States:

(b) United Kingdom:

In the event the Notes become due and
payable as provided in Condition 9
(Default), the Early Redemption Amount
with respect to each minimum Authorized
Denomination will be a USD amount equal
to the Redemption Amount that is
determined in accordance with “16.
Redemption Amount” plus accrued and
unpaid interest, if any, as determined in
accordance with “13. Fixed Interest Rate
(Condition 5(I))”; provided that for
purposes of such determination, the “Rate
Fixing Date” shall be the date that is five (5)
Brazil and New York Business Days prior
to the date upon which the Notes become
due and payable as provided in Condition 9
(Default).

New York

Under the provisions of Section 11(a) of the
Inter-American Development Bank Act, the
Notes are exempted securities within the
meaning of Section 3(a)(2) of the U.S.
Securities Act of 1933, as amended, and
Section 3(a)(12) of the U.S. Securities
Exchange Act of 1934, as amended.

The Dealer agrees that it has complied and
will comply with all applicable provisions of
the Financial Services and Markets Act

2000 with respect to anything done by it in
relation to the Notes in, from or otherwise
involving the United Kingdom.



(c) Federative Republic of Brazil:

(d) General:

Other Relevant Terms

1. Listing:

2. Details of Clearance System
Approved by the Bank and the
Global Agent and Clearance and
Settlement Procedures:

3. Syndicated:

4, Commissions and Concessions:

5.  Estimated Total Expenses:

The Dealer has represented and agreed that
it has not offered or sold and will not offer
or sell any Notes in Brazil. The Notes have
not been and will not be registered with the
Brazilian Securities and Exchange
Commission (Comissdo de Valores
Mobiliérios, the “CVM”).

No action has been or will be taken by the
Issuer that would permit a public offering of
the Notes, or possession or distribution of
any offering material relating to the Notes in
any jurisdiction where action for that
purpose is required. Accordingly, the
Dealer agrees that it will observe all
applicable provisions of law in each
jurisdiction in or from which it may offer or
sell Notes or distribute any offering
material.

Application has been made for the Notes to
be admitted to the Official List of the United
Kingdom Listing Authority and to trading
on the London Stock Exchange plc’s
Regulated Market with effect from the Issue
Date.

Euroclear and Clearstream, Luxembourg

No

1.375% of the Aggregate Principal Amount
(comprised of a 1.1875% selling concession
and a 0.1875% management and
underwriting fee)

None. The Dealer has agreed to pay for all
material expenses related to the issuance of

the Notes.



Codes:

(a) Common Code:
(b) ISIN:

Identity of Dealer:

Identity of Calculation Agent:

Provision for Registered Notes:

(a) Individual Definitive Registered
Notes Available on Issue Date:

(b) DTC Global Note(s):

047511178
XS0475111786

The Toronto-Dominion Bank

The Toronto-Dominion Bank, Toronto

In relation to each Rate Fixing Date, as soon
as is reasonably practicable after the
determination of the relevant Reference
Rate in relation thereto, on the date on
which the relevant Reference Rate is to be
determined (or, if such date is not a
Relevant Business Day, then on the next
succeeding Relevant Business Day), the
Calculation Agent shall notify the Issuer and
the Global Agent of the Reference Rate and
the Interest Amount, and the Redemption
Amount or Early Redemption Amount, as
the case may be, in relation thereto.

All determinations of the Calculation Agent
shall (in the absence of manifest error) be
final and binding on all parties (including,
but not limited to, the Bank and the
Noteholders) and shall be made in its sole
discretion in good faith and in a
commercially reasonable manner in
accordance with a calculation agent
agreement between the Bank and the
Calculation Agent.

No

No

10



(c) Other Registered Global Notes:  Yes, issued in accordance with the Global
Agency Agreement, dated January 8, 2001,
among the Bank, Citibank, N.A., as Global
Agent, and the other parties thereto.

General Information
Additional Information regarding the Notes

1. The EU has adopted a Directive regarding the taxation of savings income (the
“Savings Directive”). The Savings Directive requires Member States (as defined below)
to provide to the tax authorities of other Member States details of payments of interest
and other similar income paid by a person to an individual in another Member State,
except that Austria and Luxembourg will instead impose a withholding system for a
transitional period unless during such period they elect otherwise.

The Bank undertakes that it will ensure that it maintains a paying agent in a country
which is a member of the European Union (a “Member State”) that will not be obliged to

withhold or deduct tax pursuant to the Savings Directive.

2. United States Tax Matters

A) United States Internal Revenue Service Circular 230 Notice: To ensure
compliance with Internal Revenue Service Circular 230, prospective investors are hereby
notified that. (a) any discussion of U.S. federal tax issues contained or referred to in this
Pricing Supplement, the Prospectus or any other document referred to herein is not
intended or written to be used, and cannot be used, by prospective investors for the
purpose of avoiding penalties that may be imposed on them under the United States
Internal Revenue Code; (b) such discussions are written for use in connection with the
promotion or marketing of the transactions or matters addressed herein; and (c)
prospective investors should seek advice based on their particular circumstances from an

independent tax advisor.

B) The “Tax Matters” section of the Prospectus and any tax disclosure in this
pricing supplement is of a general nature only, is not exhaustive of all possible tax
considerations and is not intended to be, and should not be construed to be, legal,
business or tax advice to any particular prospective investor. Each prospective investor
should consult its own tax advisor as to the particular tax consequences to it of the
acquisition, ownership, and disposition of the Notes, including the effects of applicable
U.S. federal, state, and local tax laws and non-U.S. tax laws and possible changes in tax

laws.

C) Due to a change in law since the date of the Prospectus, the second paragraph
of “—Payments of Interest” under the United States Holders section should be read as
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follows: “Interest paid by the Bank on the Notes constitutes income from sources outside
the United States but will, depending on your circumstances, be “passive” or “general”
income for purposes of computing the foreign tax credit.”

D) Due to a change in law since the date of the Prospectus, the fourth paragraph
of “~—Purchase, Sale and Retirement of the Notes” under the United States Holders
section should be read as follows: “Capital gain of a noncorporate United States holder
that is recognized in taxable years beginning before January 1, 2011 is generally taxed at
a maximum rate of 15% where the holder has a holding period greater than one year.”

3. Noteholders should consult their own tax advisors concerning the consequences
of owning the Notes in their particular circumstances under the Internal Revenue Code
and the laws of any other taxing jurisdiction.

4. Additional Investment Considerations:

There are significant risks associated with the Notes including but not limited to
exchange rate risk, price risk and liquidity risk. Investors should consult their own
financial, legal, accounting and tax advisors about the risks associated with an investment
in these Notes, the appropriate tools to analyze that investment, and the suitability of the
investment in each investor’s particular circumstances.

The methodologies for determining the Brazilian Real foreign exchange rate may

result in a Redemption Amount (or Early Redemption Amount, as the case may be) of the
Notes, or an interest payment on the Notes, being significantly less than anticipated.

INTER-AMERICAN DEV/ OPMENT BANK

By: v

Name: Edward Barthdtomew

Title: Chief Financial Officer and General Manager,
Finance Department
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Exhibit C

TERMS AGREEMENT NO. 322 TRANCHE 8 UNDER
THE PROGRAM

May 16, 2011

Inter-American Development Bank
1300 New York Avenue, N.W.
Washington, D.C. 20577

The undersigned agrees to purchase from you (the “Bank™) the Bank’s
BRL 30,000,000 9.50 percent Notes due January 6, 2014 (the “Notes”, as from May 19,
2011 to be consolidated and form a single series with the Bank’s BRL 75,000,000 9.50
percent Notes due January 6, 2014, issued on January 6, 2010 (Series 322, Tranche 1),
the Bank’s BRL 75,000,000 9.50 percent Notes due January 6, 2014, issued on February
17,2010 (Series 322, Tranche 2), the Bank’s BRL 35,000,000 9.50 percent Notes due
January 6, 2014, issued on April 6, 2010 (Series 322, Tranche 3), the Bank’s BRL
35,000,000 9.50 percent Notes due January 6, 2014, issued on July 19, 2010 (Series 322,
Tranche 4), the Bank’s BRL 30,000,000 9.50 percent Notes due January 6, 2014, issued
on October 5, 2010 (Series 322, Tranche 5), the Bank’s BRL 35,000,000 9.50 percent
Notes due January 6, 2014, issued on January 21, 2011 (Series 322, Tranche 6) and the
Bank’s BRL 35,000,000 9.50 percent Notes due January 6, 2014, issued on April 13,
2011 (Series 322, Tranche 7)), described in the Pricing Supplement related thereto, dated
as of the date hereof (the “Pricing Supplement”), at 9:00 a.m. New York time on May 19,
2011 (the “Settlement Date™), at an aggregate purchase price of BRL 32,296,243.15
(USD 20,028,677.92 at the agreed rate of 1.6125 BRL per one USD), payable in United
States Dollars and adjusted as set forth below, on the terms set forth herein and in the
Standard Provisions, dated as of January 8, 2001, relating to the issuance of Notes by the
Bank (the “Standard Provisions”™), incorporated herein by reference. In so purchasing the
Notes, the undersigned understands and agrees that it is not acting as an agent of the
Bank in the sale of the Notes.

When used herein and in the Standard Provisions as so incorporated, the
term “Notes” refers to the Notes as defined herein. All other terms defined in the
Prospectus, the Pricing Supplement relating to the Notes, and the Standard Provisions
shall have the same meaning when used herein.

The Bank represents and warrants to us that the representations, warranties
and agreements of the Bank set forth in Section 2 of the Standard Provisions (with the
“Prospectus” revised to read the “Prospectus as amended and supplemented with respect
to Notes at the date hereof™) are true and correct on the date hereof.



The obligation of the undersigned to purchase Notes hereunder is subject
to the continued accuracy, on each date from the date hereof to and including the
Settlement Date, of the Bank’s representations and warranties contained in the Standard
Provisions and to the Bank’s performance and observance of all applicable covenants and
agreements contained therein. The obligation of the undersigned to purchase Notes
hereunder is further subject to the receipt by the undersigned of the documents referred to
in Section 6(b) of the Standard Provisions, except for the document referred to in sub-
paragraph (iii) of Section 6(b), the receipt of which is hereby waived by the undersigned.

Subject to Section 5(f) of the Standard Provisions, the Bank certifies to the
undersigned that, as of the Settlement Date, (i) the representations and warranties of the
Bank contained in the Standard Provisions are true and correct as though made at and as
of the Settlement Date, (ii) the Bank has performed all of its obligations under this Terms
Agreement required to be performed or satisfied on or prior to the Settlement Date, and
(iii) the Prospectus contains all material information relating to the assets and liabilities,
financial position, and net income of the Bank, and nothing has happened or is expected
to happen which would require the Prospectus to be supplemented or updated.

1. The Bank agrees that it will issue the Notes, and the Dealer named below
agrees to purchase the Notes, at the aggregate purchase price specified
above, adjusted as follows: the issue price of 104.1925 percent of the
principal amount (BRL 31,257,750); plus 133 days’ accrued interest (BRL
1,038,493.15); less a combined management and underwriting fee and
selling concession of 1.375 percent of the principal amount (BRL
412,500). For the avoidance of doubt, the Dealer’s purchase price after
the above adjustments is BRL 31,883,743.15 (USD 19,772,863.97 at the
agreed rate of 1.6125 BRL per one USD) and will be paid in United States

Dollars.

2. Payment for the Notes shall be made on the Settlement Date by the Dealer
to Citibank, N.A., London office, as common depositary for Euroclear
Bank S.A./N.V., as operator of the Euroclear System, and Clearstream
Banking, société anonyme, for transfer in immediately available funds to
an account designated by the Bank.

3. The Bank hereby appoints the undersigned as a Dealer under the Standard
Provisions solely for the purpose of the issue of Notes to which this Terms
Agreement pertains. The undersigned shall be vested, solely with respect
to this issue of Notes, with all authority, rights and powers of a Dealer
purchasing Notes as principal set out in the Standard Provisions, a copy of
which it acknowledges it has received, and this Terms Agreement. The
undersigned acknowledges having received copies of the following
documents, which it has requested:



J a copy of the Prospectus and the Global Agency Agreement, duly
executed by the parties thereto; and

. a copy of each of the most recently delivered documents referred
to in Section 6(a) or 6(b), as applicable, of the Standard Provisions
except for the document referred to in sub-paragraph (iii) of
Section 6(b), the receipt of which is hereby waived by the
undersigned.

In consideration of the Bank appointing the undersigned as a Dealer solely
with respect to this issue of Notes, the undersigned hereby undertakes for
the benefit of the Bank that, in relation to this issue of Notes, it will
perform and comply with all of the duties and obligations expressed to be
assumed by a Dealer under the Standard Provisions.

The undersigned acknowledges that such appointment is limited to this
particular issue of Notes and is not for any other issue of Notes of the
Bank pursuant to the Standard Provisions and that such appointment will
terminate upon issue of the relevant Notes, but without prejudice to any
rights (including, without limitation, any indemnification rights), duties or
obligations of the undersigned which have arisen prior to such

termination.

For purposes hereof, the notice details of the undersigned are as follows:

FOR THE BANK:

Inter-American Development Bank

1300 New York Avenue, N.-W.

Washington, D.C. 20577

Attention: Finance Department
Chief, Treasury Division

Telephone:  202-623-1310

Facsimile: 202-623-3523

FOR THE DEALER:

The Toronto-Dominion Bank
60 Threadneedle Street
London EC2R 8AP

United Kingdom
Attention: Origination and Syndication Desk

Telephone:  +44 (0) 20 7628 2262
Facsimile: +44 (0) 20 7628 1054



6. To complement the selling restrictions contained in exhibit D to the
Standard Provisions, the undersigned hereby:

(1) Acknowledges that: (A) under the provisions of Section 11(a) of
the Inter-American Development Bank Act, the Notes are
exempted securities within the meaning of Section 3(a)(2) of the
U.S. Securities Act of 1933, as amended, and Section 3(a)(12) of
the U.S. Securities Exchange Act of 1934, as amended, and (B) no
action has been or will be taken by the Bank that would permit a
public offering of the Notes, or possession or distribution of any
offering material relating to the Notes in any jurisdiction where
action for that purpose is required. Accordingly, the undersigned
agrees that it will observe all applicable provisions of law in each
jurisdiction in or from which it may offer or sell Notes or distribute
any offering material.

(i)  Represents and agrees that it has complied and will comply with
all applicable provisions of the Financial Services and Markets Act
2000 with respect to anything done by it in relation to such Notes
in, from or otherwise involving the United Kingdom.

(iti)  Represents and agrees that it has not offered or sold and will not
offer or sell any Notes in Brazil. The Notes have not been and will
not be registered with the Brazilian Securities and Exchange
Commission (Comissdo de Valores Mobilidrios).

All notices and other communications hereunder shall be in writing and
shall be transmitted in accordance with Section 10 of the Standard Provisions.

This Terms Agreement shall be governed by and construed in accordance
with the laws of the State of New York.



This Terms Agreement may be executed by any one or more of the parties
hereto in any number of counterparts, each of which shall be deemed to be an original,
but all such respective counterparts together shall constitute one and the same instrument.

THE TORONTO-DOMINION BANK

By: - / l{?

Nanié: EAlfﬁyté/nzo

Title: Mandging Director

CONFIRMED AND ACCEPTED, as of the
date first written above:

INTER-AMERICAN DEVEROPMENT BANK

ame: Edward Bartholomew
Title: Chief Financial Officer and General Manager,

Finance Department




File No. 83-1
Regulation 1A
Rule 3

File Desk
United States Securities

and Exchange Commission
100 F Street, NE
Washington, D.C. 20549

Ladies & Gentlemen:

| hereby enclose two (2) copies of a Report, dated May 16, 2011 of the Inter-American Development
Bank (the “Bank”), being filed pursuant to Rule 3 of Regulation A, with respect to an issuance of
securities under the Bank's Global Debt Program pursuant to the Prospectus dated January 8, 2001
and the Pricing Supplement dated as of May 16,2011,

Sincerely yours,

John 8. Scott
Chief Counsel
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May 16, 2011

File Desk
United States Securities
and Exchange Commission
100 F Street, NE
Washington, D.C. 20549

Dear Sirs: Mm My

In accordance with your Regulation IA, Rule f“‘Mﬁ adopted pursuant to Section 11(a) of
the Inter-American Development Bank Act, we enclose two (2) copies of the Periodic
Report of the Inter-American Development Bank for the fiscal quarter ended March 31,
2011.

Very truly yours,

Chief Counsel

Enclosures

Inter-amsrican Development Bank | www iadb.org




File No. 83-1
Regulation 1A
Rule 2 (a)

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

100 F Street, NE

Washington, D.C. 20549

PERIODIC REPORT

The following information is filed in accordance with Regulation IA, Rule 2(a), adopted
pursuant to Section 11(a) of the Inter-American Development Bank Act.

(2)

For the fiscal quarter ended March 31, 2011
INTER-AMERICAN 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 A is a table which lists sales by the Bank of its
primary obligations, all of which were of the Bank’s ordinary capital. There
were no purchases by the Bank of its primary obligations.

Copies of the Bank's regular quarterly financial statements.

Attached hereto as Annex B are the financial statements, as of March 31,
2011, of the Bank's ordinary capital.

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 (ii) loans and
guaranty agreements to which the Bank is a 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.



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
INR 6,000,000,000 4.75 100.6425 10-Jan-2011 | 10-Jan-2014
COP 19,300,000,000 3.35 100.00 11-Jan-2011 | 11-Jan-2015
INR 3,000,000,000 4.75 101.4575 14-Jan-2011 | 10-Jan-2014
BRL 35,000,000 9.50 105.8875 21-Jan-2011 6-Jan-2014
BRL 399,000,000 7.05 99.97 1-Feb-2011 | 23-Jan-2014
usb 175,000,000 2.25 101.364 1-Feb-2011 15-July-2015
IDR 100,000,000,000 6.00 99.8575 4-Feb-2011 17-Sep-2013
BRL 40,000,000 9.00 100.78 9-Feb-2011 28-Aug-2012
BRL 100,000,000 9.00 100.00 11-Feb-2011 | 11-Feb-2013
UsD 125,000,000 2.25 101.006 2-Mar-2011 15-July-2015
IDR 300,000,000,000 6.50 99.735 10-Mar-2011 | 10-Mar-2014




Management’s Discussion and Analysis

MANAGEMENT’S DISCUSSION AND
ANALYSIS
March 31, 2011

INTRODUCTION

The resources of the Inter-American Development Bank (the
Bank) consist of the Ordinary Capital, the Fund for Special Op-
erations, the Intermediate Financing Facility Account, and the
IDB Grant Facility. All financial information provided in this
Management’s Discussion and Analysis refers to the Bank's
Ordinary Capital.

This document should be read in conjunction with the Bank’s
Information Statement dated March 7, 2011, which includes the
Ordinary Capital financial statements for the year ended De-
cember 31, 2010. The Bank undertakes no obligation to update
any forward-looking statements.

FINANCIAL STATEMENT REPORTING

The financial statements are prepared in accordance with gener-
ally accepted accounting principles (GAAP). The preparation of
such financial statements requires management to make esti-
mates and assumptions that affect the reported results. Man-
agement believes that some of the more significant accounting
policies it uses to present the 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 as-
sociated with the pension and postretitement benefit plans, in-
volve a relatively high degree of judgment and complexity and
relate to matters that are inherently uncertain.

Most of the Bank’s borrowings and all swaps, including bor-
rowing and lending swaps, are measured at fair value through
income. The reported income volatility resulting from the non-
trading financial instruments is not fully representative of the
underlying economics of the transactions as the Bank holds
these instruments to maturity. Accordingly, the Bank excludes
the impact of the fair value adjustments associated with these
financial instruments from the regular results of its operations.
The Bank defines Income before Net fair value adjustments on
non-trading portfolios and Board of Governors approved trans-
fers' as “Operating Income”. Net fair value adjustments on
non-trading portfolios and Board of Governors approved trans-
fers are reported separately in the Condensed Statement of In-
come and Retained Earnings.

ACCOUNTING DEVELOPMENTS: As described in Note B to the
financial statements, in the first quarter of 2011, the Financial
Accounting Standards Board (FASB) deferred the effective date
of the disclosure requirements for public entities about troubled
debt restructurings in ASU No. 2010-20, to be concurrent with
the effective date of the proposed guidance for determining what
constitutes a troubled debt restructuring.

1 . .
References to captions in the attached condensed quarterly fi ! and
related notes are identified by the name of the caption beginning with a capital let-
ter every time they appear in this Management’s Discussion and Analysis.

FINANCIAL HIGHLIGHTS

LENDING OPERATIONS: During the first three months of
2011, the Bank approved 10 loans totaling $811 million
compared to 24 loans that totaled $1,403 million during the
same period in 2010. There were no non-trade-related guar-
antees approved without sovereign counter-guarantee (2010
— two for $53 million) and 46 trade-related guarantees were
issued for a total of $101 million (2010 — 32 guarantees
issued for a total of $53 million).

The portfolio of non-sovereign-guaranteed loans increased
slightly to a level of $3,281 million compared to $3,224
million at December 31, 2010. In addition, the non-
sovereign guarantees exposure increased $3 million to $674
million compared to $671 million the previous year. As of
March 31, 2011, 6.2% of the outstanding loans and guaran-
tees exposure was non-sovereign-guaranteed, compared to
6.1% at December 31, 2010.

For 2011, the Board of Executive Directors approved a
lending spread of 0.80%, a credit commission of 0.25% and
no supervision and inspection fee.

BORROWING OPERATIONS: During the first three months of
the year, the Bank issued bonds for a total face amount of
$781 million (2010 — $5,417 million) that generated
proceeds of $781 million (2010 — $4,799 million),
representing decreases of $4,636 million and $4,018 mil-
lion, respectively, compared to the same period last year.
The average life of new issues was 3.4 years (2010 — 5.9
years). The decrease in borrowing operations was due to
lower debt redemptions, as well as the positive impact on
the Bank’s liquidity levels of the conversion, in December
2010, of $2,984 million of non-borrowing member currency
holdings subject to maintenance of value.

FINANCIAL RESULTS: Operating Income during the first
three months of 2011 was $340 million, compared to $404
million for the same period last year, a decrease of $64 mil-
lion. This decrease was mainly due to lower net interest
income of $15 million, substantially resulting from a de-
crease in net interest income from loans, lower net invest-
ment gains of $65 million and an increase in net non-
interest expense of $8 million, partially offset by a decrease
in the provision for loan and guarantee losses of $24 mil-
lion.

During the three months ended March 31, 2011, the trading
investments portfolio experienced net mark-to-market gains
of $129 million, compared to $199 million experienced
during the three months ended March 31, 2010. The trading
investments portfolio’s net interest income, which excludes
realized and unrealized investment gains and losses, added
income of $17 million during the first three months of the
year compared to $18 million during the same period in
2010.
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With the election of the fair value option for a substantial num-
ber of the borrowings in 2008, the changes in fair value of the
borrowing swaps are significantly offset by the changes in fair
value of the associated borrowings. However, income volatility
still results from changes in the Bank’s credit spreads and swap
basis spreads, which affect the valuation of borrowings and
swaps, respectively, changes in fair value of equity duration
swaps, and the changes in fair value of lending swaps. The
changes in fair value of lending swaps are not offset by corres-
ponding changes in fair value of loans, as all the Bank’s loans
are recorded at amortized cost. Net fair value adjustments on
non-trading portfolios for the three months ended March 31,
2011 amounted to a gain of $50 million, compared to a loss of
$17 million for the same period last year. Fair value gains on
lending swaps of $209 million were partially offset by losses
associated with changes in the Bank’s credit spreads on the bor-
rowing portfolio (approximately $100 million), and losses on
equity duration swaps of $43 million. (See Note I to the Con-
densed Quarterly Financial Statements for further discussion on
changes in fair value on non-trading portfolios).

CAPITALIZATION: To enhance the Bank’s financial capacity
following its response to the global economic crisis, the Board
of Governors, on July 21, 2010, agreed to vote on a Proposed
Resolution that would provide for the ninth general increase in
the Bank’s Ordinary Capital resources of $70,000 million that
would be subscribed to by Bank members in five annual in-
stallments, starting in 2011. Of this amount, $1,700 million
would be in the form of paid-in ordinary capital stock and the
remainder would represent callable capital stock.

The next phase in the capital increase process consists of
member countries voting to approve the resolution authoriz-
ing increases in the Bank’s Ordinary Capital. Voting is to
close by October 31, 2011, though the Board of Executive
Directors has the authority to extend the deadline, if neces-
sary. The resolution provides that the Bank’s capital in-
crease would be fully implemented through 2015, as the
corresponding authorities in each of its member countries
appropriate the necessary funds.

Despite the increased lending in response to the global fi-
nancial crisis, the Bank’s capital adequacy position remains
strong, as determined by its capital adequacy policy. The
capital adequacy framework provides rules that support the
determination of capital requirements for credit and market
risk, as well as operational risk.

The Total Equity-to-Loans Ratio (TELR) at March 31,
2011 was 33.7% compared to 33.4% at the end of last year
(Sec Table 1).

ASSET AND LIABILITY MANAGEMENT: As part of the as-
set/liability management policy, starting in 2010 it has been
the Bank’s policy to convert all non-US dollar equity to
United States dollars; as a result, net currency translation
adjustments were de minimis for the first quarter of 2011,
compared to net losses of $28 million for the same period in
2010.
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Box 1: Selected Financial Data

(Amounts expressed in millions of United States dollars)
Three months ended Year ended
March 31, December 31,
2011 2010 2010
Lending Summary
Loans and guarantees approved o $ 811 $ 1456 $ 12,136
Undisbursed portion of approved loans 22,164 21,727 22,357
Gross loan disbursements 721 933 10,341
Net loan disbursements %’ (201) (49) 4,743
Income Statement Data
Operating income $ 340 $ 404 $ 1,252
Net fair value adjustments on non-trading portfolios 50 Qa7n (850)
Board of Governors approved transfers (200) - 72)
Net income 190 387 330

Returns and Costs, after swaps
Return on average loans outstanding 2.73% 3.17% 3.12%
Return on average liquid investments ® 3.83% 5.23% 337%

Average cost of borrowings outstanding during the period 0.92% 1.03% 0.96%
March 31, December 31,
2011 2010 2010
Balance Sheet Data
Cash and investments-net ), after swaps $ 16069 $ 18979 $ 16,585
Loans outstanding ' 62,894 58,051 63,007
Borrowings outstanding (6), after swaps 57,085 56,169 57,874
Equity 21,150 21,032 20,960

Total Equity'”-to-Loans ® Ratio 33.7% 349% 33.4%

() Excludes guarantees issued under the Trade Facilitation Program.

@ Includes gross loan disbursements less principal repayments.

& Geometrically -linked time-weighted returns.

® Net of Payable for investment securities purchased and cash collateral received and receivable for investment securities sold.

&) Excludes lending swaps in a net liability position of $532 million as of March 31, 2011 (2010 - $192 million) and
$655 million as of December 31, 2010.

© Net of premium/discount.

) *Total Equity” is 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 members (but not net payable to members) and the
cumulative effects of Net fair value adjustments on non-trading p ortfolios.

® Includes loans outstanding and net guarantee exposure.

CAPITAL ADEQUACY

The capital adequacy framework consists of a policy on capi-
tal adequacy and systems that support the determination of
capital requirements for credit and market risk in both the
Bank’s lending and treasury operations. In addition, the poli-
cy includes capital requirements for operational risk.

The capital adequacy policy allows the Bank to measure the
inherent risk in its loan portfolio due to the credit quality of its
borrowers and the concentration of its loans, and to make
flexible adjustments to changing market conditions. Specific
risk limits in terms of capital requirements for investments

and derivatives are included that enable Management to de-
sign more efficient funding and investment strategies follow-
ing the risk tolerance established by the Board of Executive
Directors. As determined under the policy, the Bank is well
capitalized.

Table 1 presents the composition of the TELR as of March
31, 2011 and December 31, 2010. It shows that the TELR
increased from 33.4% to 33.7% mainly due to a slight in-
crease in Total Equity, and a slight decrease in loans out-
standing and net guarantee exposure.
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Table 1: TOTAL EQUITY-TO-LOANS RATIO
(Amounts expressed in millions of United States dollars)

Equity

Paid-in capital stock...........cc.iiiiiiii

Retained eamings:

1
General reserve "’

. N
Special reserve O e

Plus:

Allowances for loan and guarantee losses........................

Minus:
Borrowing countries’ local currency cash balances

Cumulative net fair value adjustments on non-trading

portfolios.......coooevuuiiiniiiniiiiis

Total BQUItY.....ocvevvererireeeieeeeeeieee e ensesseseneeiss e

Loans outstanding and net guarantee exposure

Total Equity-to-Loans Ratio..............c.ccccoeeeviniiniinnn.

M Includes A

lated other compreh

CONDENSED BALANCE SHEET

LoAaN PorTFOLIO: The Bank offers loans and guarantees to
its borrowing member countries to help meet their develop-
ment needs. In addition, under certain conditions and subject
to certain limits, the Bank may make loans and guarantees
without a sovereign guarantee (i) in all economic sectors, and
(ii) directly to private sector or sub-national entities carrying
out projects in borrowing member countries. The Bank also
lends to other development institutions without sovereign
guarantee. Non-sovereign guaranteed operations are currently
capped to an amount such that risk capital requirements for
such operations do not exceed 20% of Total Equity*”.

The loan portfolio is the Bank’s principal earning asset of
which, at March 31, 2011, 95% was sovereign-guaranteed. At
March 31, 2011, the total volume of outstanding loans was
$62,894 million, compared with $63,007 million as of De-
cember 31, 2010. The decrease in the loan portfolio was
mostly due to a lower level of loan disbursements ($721 mil-
lion) than collections ($922 million), partially offset by posi-
tive currency translation adjustments ($87 million).

As of March 31, 2011, 6.2% of the outstanding loans and
guarantees exposure was non-sovereign-guaranteed com-
pared to 6.1% at December 31, 2010. The non-sovereign
guaranteed loan portfolio totaled $3,281 million, compared to
$3,224 million as of December 31, 2010.

Zas of September 30, 2010, the date of the latest quarterly report to the Board of Execu-
tive Directors, the risk capital requirements of non-sovereign-guaranteed operations
was $1.1 billion, or 5.4% of Total Equity.

3Effective January 1, 2013, limitations on non-sovereign-g dop will be
established by the Board of Executive Directors, subject to the Bank’s Non-
Sovereign-Guaranteed Business Plan and capital adequacy policy.

March 31, December 31,
2011 2010
$ 4339 $ 4339
............ 14,245 14,055
............ 2,566 2,566
21,150 20,960
174 172
............ 132 136
(272) (322)
........... $ 21,464 $ 21,318
$ 63,620 $ 63,731
33.7% 33.4%

INVESTMENT PORTFOLIO: The Bank’s investment portfolio is
mostly comprised of highly-rated debt securities and bank
deposits. Its volume is maintained at a level sufficient to en-
sure that adequate resources are available to meet future cash
flow needs. Net investment levels, after swaps, decreased
$467 million during the first three months of 2011, mainly
resulting from net cash outflows from borrowings ($1,083
million), partially offset by net cash inflows from operating
activities ($178 million), mark-to-market gains ($129 mil-
lion), net loan repayments ($201 million) and positive curren-
cy translation adjustments ($121 million).

BORROWING PORTFOLIO: The portfolio of borrowings is
mostly comprised of medium- and long-term debt raised di-
rectly in capital markets. Borrowings outstanding, after
swaps, decreased $789 million compared with December 31,
2010, primarily due to a smaller amount of new borrowings
than maturities ($1,083 million), partially offset by a net in-
crease in the fair value of borrowings and related swaps ($41
million), the accretion of discount on borrowings ($135 mil-
lion), and currency translation adjustments ($118 million).

Egurry: Equity at March 31, 2011 was $21,150 million, an
increase of $190 million from December 31, 2010, reflecting
the net income of the period.

RESULTS OF OPERATIONS

Table 2 shows a breakdown of Operating Income. For the
three months ended March 31, 2011, Operating Income was
$340 million compared to $404 million for the same period
last year, a decrease of $64 million. This decrease was mainly
due to lower net interest income, lower net investment gains
and an increase in non-interest expense, partially offset by a
decrease in provision for loan and guarantee losses.
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The Bank had net interest income of $329 million during the

first three months of 2011,

compared to $344 million for the

same period last year. The decrease of $15 million was sub-
stantially due to lower net interest income from loans. The
lending spread on most of the Bank’s loans decreased from
0.95% during the first three months of 2010 to 0.80% during

the same period this year.

The Bank's trading investments portfolio contributed net
mark-to-market gains of $129 million during the period,
compared to $199 million for the same period in 2010, a de-
crease of $70 million, mostly due to a slowdown in the re-

covery of the financial markets.

Table 2: OPERATING INCOME
(Expressed in millions of United States dollars)

Loan interest income
Investment interest income

Other interest income

Less:
Borrowing expenses

Net interest income

Other loan income

Net investment gains
Other expenses:
Provision for loan and guarantee losses
Net non-interest expense
Total

Operating Income

The average interest-earning asset and interest-bearing liabili-
ty portfolios, after swaps, and the respective financial returns
and costs for the three months ended March 31, 2011 and

Three months ended

March 31,
2011 2010
$ 410 $ 44

24 48

25 -

459 489

130 145

329 344

13 13

129 194

2 26

129 121

131 147
$ 340 $ 404

2010 and the year ended December 31, 2010 are shown in

Table 3.

Table 3: ASSEI/LIABILITY PORTFOLIOS AND FINANCIAL RETURNS/COSTS
(Amounts expressed in millions of United States dollars)

1
Loans "
Liquid investments

Total eaming assets

Borrowings

Net interest margin @

M Excludes loan fees.

2x3)

Three months ended Three months ended Year ended
March 31, 2011 March 31,2010 December 31,2010
Average Return/Cost Awverage Return/Cost Awerage Return/Cost
balance % balance %o balance %
$62,775 2.65 $ 58,037 3.09 $ 58,732 3.01
16,705 3.83 19,479 5.23 19,631 3.37
$ 79,480 2.90 $ 77,516 3.63 $ 78,363 3.10
$ 57,721 0.92 $ 57,186 1.03 $ 57,555 0.96
1.68 1.80 1.79

@ Geometrically -linked time-weighted returns.

@ Includes gains and losses.
(9 Represents net interest income as a percent of average earning assets.
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COMMITMENTS

GUARANTEES: The Bank makes partial non-trade related
guarantees with or without a sovereign counter-guarantee. In
addition, the Bank provides credit guarantees without sove-
reign counter-guarantee for trade-finance transactions under
its Trade Finance Facilitation Program. During the three
months ended March 31, 2011, there were no non-trade-
related guarantees approved without sovereign counter-
guarantee (2010 — two for $53 million). Also, the Bank issued
46 trade-related guarantees for a total of $101 million (2010 —
32 guarantees issued for a total of $53 million).

CONTRACTUAL OBLIGATIONS: The Bank’s most significant
contractual obligations relate to undisbursed loans and the
repayment of borrowings. At March 31, 2011, undisbursed
loans amounted to $22,164 million and the average maturity
of the medium- and long-term borrowing portfolio, after
swaps, was 4.6 years with contractual maturity dates through
2040°.

LIQUIDITY MANAGEMENT

During the first three months of 2011 market indices in some
of the world’s major economies continued to show signs of
moderate improvement while the devastating earthquake in
Japan, geopolitical risks in the Middle East and North Africa,
rising food and commodity prices, and growing fiscal prob-
lems in a number of European countries were cause for con-
cern in global markets.

Exposure to structured assets was further reduced through
repayments at par. Valuations on the remaining portfolio
continue to be impacted by market factors, such as uneven
liquidity, rating agency actions, and the prices at which actual
transactions occur. The Bank continues to maximize, where
possible, the use of the market inputs in the valuation of its
investments, including external pricing services, independent
dealer prices, and observable market yield curves.

During the three months ended March 31, 2011, the Bank
recognized $129 million of mark-to-market gains in its trad-
ing investments portfolio (2010 — $199 million). These in-
vestment gains substantially relate to further recoveries in the
$2,828 million asset-backed and mortgage-backed securities
portion of the portfolio. Although liquidity for this portion of
the portfolio remains limited and valuations continue to be
highly discounted, as of March 31, 2011, 34.0% is still rated
AAA, 76.0% is rated investment grade, and except for $0.4
million of principal losses during the period, the portfolio
continued to perform. In addition, during the first three
months of the year, the Bank’s holdings of these securities
were further reduced by repayments at par of $313 million
(2010 - $346 million). Table 4 shows a breakdown of the
trading investments portfolio at March 31, 2011 and Decem-
ber 31, 2010 by major security class together with unrealized
gains and losses included in Income from Investments — Net
gains on securities held at the end of the respective periods.

Table 4: TRADING INVESTMENTS PORTFOLIO BY MAJOR SECURITY CLASS
(Expressedin millions of United States dollars)

March 31,2011 December 31,2010
Unrealized Unrealized
Fair Gains Fair Gains
Value (Losses) @ Value (Losses) @
Obligations of the United States Government and

its corporations and agencies $  L170 $ - $ 822 3 -
U.S. government-sponsored enterprises 714 (6] 505 ()
Obligations of non-U.S. governments and agencies 7,005 1 7,045 8
Bank obligations 4,902 23 5,054 (10)
Mortgage-backed securitics 1,826 43 1,925 165
U.S. residential 575 21 573 87
Non-U.S. residential 757 m 875 21
U.S. commercial 183 5 182 4
Non-U.S. commercial 311 18 295 13
Asset-backed securities 1,002 41 1,043 106
Collateralized loan obligations 614 2 633 64
Other collateralized debt obligations 169 17 152 30
Other asset-backed securities 219 2 258 12
Total trading investments $ 16,619 $ 107 $ 16,394 $ 262

" Includes accrued interest of $43 million at M arch 31, 2011 and $38 million at December 31, 2010, pr

Sheet under Accrued interest and other chargps.

d in the Cond d Bal

2 Represents unrealized gains and losses included in Income from Investments-Net gains for the corresponding period.

4
The maturity structure of medium- and long-term borrowings outstanding at the end
of 2010 is presented in Appendix 1-4 to the December 31, 2010 financial statements.
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COMMERCIAL CREDIT RISK

Commercial credit risk is the exposure to losses that could
result from the default of one of the Bank’s investment, trad-
ing or swap counterparties. The main sources of commercial
credit risk are the financial instruments in which the Bank
invests its liquidity. In accordance with its conservative risk
policies, the Bank will only invest in high quality debt in-
struments issued by governments, government agencies, mul-
tilateral organizations, financial institutions, and corporate
entities, including asset-backed securities.

Table 5 provides details of the estimated credit exposure on
the Bank’s investment and swap portfolios, net of collateral
held, by counterparty rating category. As of March 31, 2011,
the credit exposure amounted to $16,504 million, compared
to $17,138 million as of December 31, 2010. The credit quali-
ty of the portfolios continues to be high, as 89.6% of the
counterparties are rated AAA and AA, 4.6% are rated A,
1.6% are rated BBB, and 4.2% are rated below BBB, com-
pared to 90.6%, 4.2%, 1.4% and 3.8%, respectively, at De-
cember 31, 2010.

Table 5: Credit Exposure, Net of Collateral Held, by Counterparty Rating Category
(Amounts expressed in millions of United States dollars)

March 31, 2011
Total
Investments Exposure on

Governments ABS and Net Swap Investments % of
Counterparty rating and Agencies Banks MBS Exposure and Swaps Total
AAA D $ 6310 $ 995 $ 959 $ - $ 8,264 50.1%
AA 1,887 3,375 791 472 6,525 39.5%
A - 596 139 25 760 4.6%
BBB 13 - 261 - 274 1.7%
BB - - 177 - 177 1.1%
B - - 127 - 127 0.8%
CCC - - 250 - 250 1.5%
CC and below - - 127 - 127 0.7%
Total $ 8210 $ 4,966 $ 2,831 $ 497 $ 16,504 100.0%
D Includes $1,294 million of Governments and agencies rated A1+, the highest short-term rating.

December 31, 2010
Total
Investments Exposure on

Governmients ABS and Net Swap Investments Y% of
Counterparty rating and Agencies Banks MBS Exposure and Swaps Total
AAA® $ 6,564 $ 973 $ 1,138 $ - $8,675 50.6%
AA 1,832 3,568 803 644 6,847 40.0%
A 13 521 140 52 726 42%
BBB - 81 154 - 235 1.4%
BB - - 194 - 194 1.1%
B - - 92 - 92 0.5%
CCC - - 240 - 240 1.4%
CC and below - - 129 - 129 0.8%
Total $ 8409 $ 5,143 $ 2,890 $ 696 $ 17,138 100.0%

™ Includes $1,896 million of Governments and agencies rated Al+, the highest short-term rating.

OTHER DEVELOPMENTS DURING THE QUARTER

BOARD OF GOVERNORS APPROVED TRANSFERS: As part of
the Bank’s general increase in resources currently underway,
the Board of Governors agreed, in principle and subject to
annual approvals by the Board of Governors and in accor-
dance with the Agreement, to provide $200 million annually
in transfers of Ordinary Capital income to the IDB Grant
Facility, beginning in 2011 and through 2020. At its annual
meeting in Calgary, Canada, in March 2011, the Board of

Governors approved the $200 million transfer corresponding
t0 2011.

FINANCIAL REFORM - THE DODD-FRANK WALL STREET
REFORM AND CONSUMER PROTECTION ACT: On July 21,
2010, the President of the United States of America signed
into law the Dodd-Frank Wall Street Reform and Consumer
Protection Act. The Bank continues assessing the impact of
this financial regulatory reform on its operations.
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PATIENT PROTECTION AND AFFORDABLE CARE ACT (THE
PPACA) AND THE HEALTH CARE AND EDUCATION
RECONCILIATION ACT OF 2010 (HCERA): In March 2010,
the President of the United States of America signed into law
the PPACA and the HCERA. The new legislation seeks to
reform the U.S. health care system and its various provisions
will be regulated and become effective over the following
several years. It is the Bank’s intention to implement provi-
sions of the legislation to the extent not already reflected in
the Bank’s employee medical insurance program and as may
be deemed appropriate given its status as an international
organization. The Bank continues to closely monitor the im-
plementation of the legislation. Management believes that the
impact of the legislation will not be material to the Bank’s
financial position and results of operations.

10
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

CONDENSED BALANCE SHEET
(Expressed in millions of United States dollars)

March 31, December 31,
2011 2010
(Unaudited)
ASSETS
Cash and investments
Cash- NOTE P..ooiii e et et e e e r e e e $ 224 $ 242
Investments - Trading - Notes C, G, Hand P.................coovviiiinin s 16,576 $ 16,800 16,356 $ 16,598
Loans outstanding - Notes D and E........ccccvuvimeiimaiireirierioeiecncrnoeecracrrenennnnns 62,894 63,007
Allowance for [0am LOSSES. ...........couiieriiitiiieiiiet ettt et eenreaas (154) 62,740 (145) 62,862
Accrued interest and other ChArges...........covevveviucinriiiicrnrnoniseriresesrisenseniens 959 865
Receivable from members............covuiviiiiiiminiiriiiiiiiiieiiiierinn s es 372 378
Currency and interest rate swaps - Notes G, H, I and P
Investments - trading................oooiiiiiiiiiiiiii 9 7
LLO@MS. . oo e e e e e e e e et e e e aarraas 80 38
Borrowings. 5,716 5,805 5,887 5,932
L0 11T T 672 582
Total assets........... ereerrtnreereeeras e e antaereraeetesaessrrar et aetaeraraasaseaesnnranne $ 87,348 $ 87,217

LIABILITIES AND EQUITY
Liabilities
Borrowings - Notes F, G, [ and P
SROTE-EEIIIL . ...t e e e e e e e e b e s e e s aeneaaneeaans
Medium- and long-term:
Measured at fair value..............oooiiii i s
Measured at amOrtized COSE..........etiuiiiitii it e et eeaieaar e iaeeans
Currency and interest rate swaps - Notes G, H, [ and P
Investments - trading..........cooiiiiiiiiiiiii e e

Other ...
Payable for investment securities purchased and cash collateral received..
Amounts payable to maintain value of currency holdings.....................
Due to IDB Grant Facility - Note J..............c.coeeenet
Accrued interest on borrowings.... .
Other labilities. .........ooiiiii e

Equity
Capital stock - Note K
Subscribed 8,702,335 shares
Less callable portion. ........
Paid-in capital StOCK...........ooviiiiiiiiiii e

Retained €armings. ... ... ouiiiinii it e
Accumulated other comprehensive inCome...............coovevviiiiiiiiiiinniinnnne

Total liabilities and equity.......c.cccviveniniiireiiuiiiiiiiiniiiiieiin e

$ 20 $ 30

52,196 52,846

9,756 $ 61,972 10,077 $ 62,953
84 55
612 693
829 808

115 1,640 72 1,628

781 13

536 535

272 72

546 555

451 501

66,198 66,257
104,980 104,980
(100,641) (100,641)
4,339 4,339
15,961 15,771

850 21,150 850 20,960

3 87,348

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

$ 87,217
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ORDINARY CAPITAL

INTER-AMERICAN DEVELOPMENT BANK

CONDENSED STATEMENT OF INCOME AND RETAINED EARNINGS

(Expressed in millions of United States dollars)

Income

Loans, afterswaps -Notes Dand G...........c.cooiiiiiiinii i

Investments - Note C

|03 (23 S
PN (e T+ T PP IPN
Other INTETESE INCOIME. . ... it iteitieeeevereentreerete s etearaesanaessorsseecnantessssesonnrns
(0111 S PPN

AT 1 1 1 Vet ) 1 s =T O U

Expenses

Borrowing expenses, after swaps - Notes Fand G..............coocoeiinnn.

Provision for loan and guarantee losses - Note E

AdMINIStrAtiVE EXPENSES .. eenitnurtnearnerneenateteeernretteirteenaeianerearseenanantenns

SPECIal PrOZIAMS .....civiiiiiiiitiitiiii e e

TOtal EXPENSES .. uutiiiiiiiittiiiii it ettt e e e e e ae e

Income before Net fair value adjustments on non-trading

portfolios and Board of Governors approved transfers.......coeveceicveniieniannne

Net fair value adjustments on non-trading portfolios - Notes F, GandL...........

Board of Governors approved transfers - Note J

........................................

Net income......cccveveernrcrennsccennnanes tectesssecscnsnrsrassrenasnres vevesesesssasesasane

Retained earnings, beginning of period.

Retained earnings, end of period.

.................................................

..........................................................

CONDENSED STATEMENT OF COMPREHENSIVE INCOME

(Expressed in millions of United States dollars)

Three months ended

March 31,
2011 2010
(Unaudited)
$ 423 $ 454
24 48
129 194
25 -
9 9
610 705
130 145
2 26
128 123
10 7
270 301
340 404
50 a7n
(200) -
190 387
15,771 15,441
$15,961 $ 15,828

Net inCOME..cvvriiiiiieericeesososnasnnns

Other comprehensive income (loss)

.................................................

Translation adjustments........cooovveriiiiiieiiiiiiiiii s

Total other comprehensive income (IoSS)...c..cvviveniiiiiiiiiinii s

Comprehensive income........cc.cccueeeeee

..................................................

Three months ended

March 31,

2011 2010
(Unaudited)

$ 190 $ 387
- (28)
- (28)

$ 190 $ 359

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

CONDENSED STATEMENT OF CASH FLOWS
(Expressed in millions of United States dollars)

Three months ended
March 31,
2011 2010
(Unaudited)

Cash flows from lending and investing activities
Lending:
Loan disbursements (net of participations)..............coevieereenniannn.n. $ @21 $ (933)
Loan collections (net of participations)...........c.c.ceveiiiiiiiiian... 922 982
Net cash provided by lending activities.. 201 49
Gross purchases of held-to-maturity investments.. - (1,405)
Gross proceeds from maturities of held-to- maturlty investments........... - 1,425
Miscellaneous assets and liabilities.. 1) (84)
Net cash provided by (used in) lendmg and mvestmg activities........... 150 (15)

Cash flows from financing activities
Medium- and long-term borrowings:
Proceeds flOmMiSSUANCE. ... .c.oeuivniiiitiiiiiii e ee e 896 4,637
RePaymMeNtS ..ot (1,969) (5,837)
Short-term bOIMOWINES, ML ....ci.itiiieiiiiit et eeeaes ao) )
Cash collateral received.. 32
Collections of receivable fmmm;.mbers - 4
Net cash used in financing activities...............cocovveiiniiviiieiiviiienne. (1,051) (1,198)

Cash flows from operating activities
Gross purchases of trading investments.. et et (6,128) (9,194)
Gross proceeds from sale or maturity oftmdmg investments............... 6,832 10,275

Loan income collections, after swaps.........c..cocoiiviniiiiiiiiiieiininn, 346 374
Interest and other costs of borrowings, after swaps............c.oeoeeneenn. %49 (204)
Income frominvVestments........co.vvuiitiiiiiiiiiiiieeieiii e e, 34 40
Other INterest MCOME. ... ..ottt et ee vt e e eeae e 26 -
Otherincome. ... ...ttt e e ee e ae e 9 9

AdMINIStrative EXPENSES .. ceuieniterteetereaeeteeteaieanseeerseneaeeennenns asmn (134)
SPECIAl PIOGIAMS .. ..euiet ettt et ee e e e et et e veaeens 12) (8)

Net cash provided by operating activities............c.ecovieerienieenninnenns. 882 1,158

Effect of exchange rate fluctuations oncash....................................... 1 (1)

Netdecreaseincash.......... ... ... i (18) (56)

Cash, beginning of year.................iiiiiiiiiii 242 242
Cash,endof Period..................ccooviiiiiinii e $ 224 $ 186

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

NOTES TO THE CONDENSED QUARTERLY FI-
NANCIAL STATEMENTS (UNAUDITED)

NOTE A — FINANCIAL INFORMATION

The primary activities of the Inter-American Development
Bank (the Bank) are conducted through the Ordinary Capital,
which is supplemented by the Fund for Special Operations
(FSO), the Intermediate Financing Facility Account, and the
IDB 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 conjunction
with the December 31, 2010 financial statements and notes
therein. Management believes that the condensed quarterly
financial statements reflect all adjustments necessary for a fair
presentation of the Ordinary Capital’s financial position and
results of operations in accordance with accounting principles
generally accepted in the United States of America (GAAP).
The results of operations for the first three months of the cur-
rent year are not necessarily indicative of the results that may
be expected for the full year.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNT-
ING POLICIES

The financial statements are prepared in conformity with
GAAP. The preparation of such financial statements requires
Management to make estimates and assumptions that affect
the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and ex-
penses during the reporting period. Actual results could differ
from these estimates. Significant judgments have been made
in the valuation of certain financing instruments, the determi-
nation of the adequacy of the allowances for loan and guaran-
tee losses, and the determination of the projected benefit obli-
gations of the pension and postretirement benefit plans, the
fair value of plan assets, and the funded status and net period-
ic benefit cost associated with these plans.

New accounting pronouncements

In January 2011, the Financial Accounting Standards Board
(FASB) issued Accounting Standard Update (ASU) No.
2011-01 “Deferral of the Effective Date of Disclosures about
Troubled Debt Restructurings in Update No. 2010-20.” This
update temporarily defers the effective date of the disclosure
requirements for public entities about troubled debt restruc-
turing in ASU No. 2010-20, to be concurrent with the effec-
tive date of the guidance for determining what constitutes a
troubled debt restructuring, as presented in proposed ASU
“Clarifications to Accounting for Troubled Debt Restructur-
ings by Creditors.”

NOTE C - INVESTMENTS

As part of its overall portfolio management strategy, the Bank
invests in government, agency, corporate, and bank obliga-
tions, asset-backed and mortgage-backed securities, and re-
lated financial derivative instruments, primarily currency and
interest rate swaps.

For government and agency obligations, including securities
issued by an instrumentality of a govemment or any other
official entity, the Bank’s policy is to invest in obligations
issued or unconditionally guaranteed by governments of cer-
tain countries with a minimum credit quality equivalent to a
AA- rating (agency asset-backed and mortgage-backed secur-
ities require a credit quality equivalent to a AAA rating). Ob-
ligations issued by multilateral organizations require a credit
quality equivalent to a AAA rating. In addition, the Bank
invests in bank obligations issued or guaranteed by an entity
with a senior debt securities rating of at least A+, and in cor-
porate entities with a minimum credit quality equivalent to a
AA- rating (assct-backed, and mortgage-backed securities
require a credit quality equivalent to a AAA rating). The
Bank also invests in short-term securities of the eligible in-
vestment asset classes mentioned above, provided that they
carry only the highest short-term credit ratings.

Net unrealized gains of $107 million on trading portfolio
instruments held at March 31, 2011 compared to $157 mil-
lion at March 31, 2010, were included in Income from in-
vestments-Net gains. Unrealized gains and losses recognized
are substantially related to the asset-backed and mortgage-
backed securities portion of the trading investments portfolio,
which at March 31, 2011 amounted to $2,828 million ($3,657
million at March 31, 2010).

During 2011, the investment portfolio continued to recover
from the financial crisis, as market indices and economic
indicators in some of the world’s major economies continued
to show signs of moderate improvement. Valuations on the
asset-backed and mortgage-backed portion of the portfolio
continue to be impacted by market factors, such as uneven
liquidity, rating agency actions, and the prices at which actual
transactions occur. The Bank continues to maximize, where
possible, the use of market inputs in the valuation of its in-
vestments, including external pricing services, independent
dealer prices, and observable market yield curves.

A summary of the trading investments portfolio at March 31,
2011 and December 31, 2010 is shown in Note H — “Fair
Value Measurements”.

NOTE D - LOANS AND GUARANTEES

LoAN CHARGES: For 2011, the Board of Executive Directors
approved a lending spread of 0.80%, a credit commission of
0.25%, and no supervision and inspection fee. These charges
apply to sovereign-guaranteed loans, excluding emergency
loans and loans under the Liquidity Program, comprising
approximately 93% of the loan portfolio, and are subject to
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annual review and approval by the Board of Executive Direc-
tors.

GUARANTEES: As of March 31, 2011, the Bank had ap-
proved, net of cancellations and maturities, non-trade related
guarantees without sovereign counter-guarantees of $1,074
million ($1,179 million as of December 31, 2010). In addi-
tion, the Bank has approved a guarantee with sovereign coun-
ter-guarantee of $60 million. During the three months ended
March 31, 2011, there were no non-trade-related guarantees
approved without sovereign counter-guarantee (2010 — two
for $53 million).

Under its non-sovereign-guaranteced Trade Finance Facilita-
tion Program (TFFP), in addition to direct loans, the Bank
provides credit guarantees on short-term trade related transac-
tions. The TFFP authorizes lines of credit in support of ap-
proved issuing banks and non-bank financial institutions, with
an aggregate program limit of up to $1 billion outstanding at
any time. During the first three months of the year, the Bank
issued 46 guarantees for a total of $101 million under this
program (2010 — 32 guarantees for a total of $53 million).

At March 31, 2011, guarantees of $811 million ($814 million
at December 31, 2010), including $199 million issued under
the TFFP ($153 million at December 31, 2010), were out-
standing and subject to call. This amount represents the max-
imum potential undiscounted future payments that the Bank
could be required to make under these guarantees. An amount
of $45 million ($45 million at December 31, 2010) of guaran-
tees outstanding has been re-insured to reduce the Bank’s
exposure. Outstanding guarantees have remaining maturities
ranging from 4 to 14 years, except for trade related guarantees
that have maturities of up to three years. No guarantees pro-
vided by the Bank have ever been called.

At March 31, 2011 and December 31, 2010, the Bank’s ex-
posure on guarantees without sovereign counter-guarantee,
net of reinsurance, amounted to $674 million and $671 mil-
lion, respectively, and was classified as follows (in millions):

March 31, December 31,

Internal Credit Risk Classification 2011 2010
Excellent.........c.coocvunieeinineniiinns $ 112 $ 115
Very Strong.. . 106 95
Strong............. 75 58
Satisfactory...... 273 17
Fair...........c..e. 12 253
Weak.......... 67 118
Possible 10ss.....coeoooeciiiiiiiieec 29 15

Tota! $ 674 $ 671

NOTE E — CREDIT RISK FROM LOAN PORTFOLIO

The loan portfolio credit risk is the risk that the Bank may not
receive repayment of principal and/or interest on one or more
of its loans according to the agreed-upon terms. The loan
portfolio credit risk is determined by the credit quality of, and
exposure to, each borrower.

The Bank manages two principal sources of credit risk from
its loan activities: sovereign-guaranteed loans and non-
sovereign-guaranteed loans. Approximately 95% of the loans
are sovereign-guaranteed.

SOVEREIGN-GUARANTEED LOANS: When the Bank lends to
public sector borrowers, it generally requires a full sovereign
guarantee or the equivalent from the borrowing member state.
In extending credit to sovereign entities, the Bank is exposed
to country risk which includes potential losses arising from a
country’s inability or unwillingness to service its obligations
to the Bank.

For the Bank, the likelihood of experiencing a credit event in
its sovereign-guaranteed loan portfolio is different than com-
mercial lenders. The Bank does not renegotiate or reschedule
its sovereign-guaranteed loans and historically has always
received full principal and interest due at the resolution of a
sovereign credit event. Accordingly, the probabilities of de-
fault to the Bank assigned to each country are adjusted to
reflect the Bank’s expectation of full recovery of all its sove-
reign-guaranteed loans. However, even with full repayment
of principal and interest at the end of a credit event, the Bank
suffers an economic loss from not charging interest on over-
due interest while the credit event lasts. Considering that the
Bank has had an essentially fully performing sovereign-
guaranteed loan portfolio since its establishment and, the
nature of its borrowers and guarantors, the Bank expects that
each of its sovereign-guaranteed loans will be repaid.

The credit quality of the sovereign-guaranteed loan portfolio
as of March 31, 2011 and December 31, 2010, as represented
by the long-term foreign credit rating assigned to each bor-
rower country by Standard & Poor’s (S&P), is as follows (in
millions):

March 31, December 31,
Country Ratings 2011 2010
A $ 1,053 $ 1,085
BBB........coovreiiieiee 34,766 28,400
BB...ooiieeeieeeen 7,501 13,950
B 16,136 16,194
COCC..ovviinanns 157 154

Total $ 59,613 $ 59,783

The ratings presented above have been updated as of March
31,2011 and December 31, 2010, respectively.

NON-SOVEREIGN-GUARANTEED LOANS: The Bank does not
benefit from full sovereign guarantees when lending to non-
sovereign-guaranteed borrowers. Risk and performance for
these loans are evaluated by scoring the individual risk factors
under each of the borrower and transaction dimensions. The
major risk factors evaluated at the transaction level consider
the priority that the loans made by the Bank have in relation
to other obligations of the borrower; the type of security col-
lateralizing the agreement; and the nature and extent of the
covenants that the borrower must comply. The major credit
risk factors considered at the borrower level may be grouped
into three major categories: political risk, commercial or
project risk, and financial risk.
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The country rating is considered a proxy of the impact of the
macro-economic environment to the ability of the borrower to
reimburse the Bank and as such, it is considered a ceiling for
the transaction dimension risk rating. The credit quality of the
non-sovereign-guaranteed loan portfolio as of March 31,
2011 and December 31, 2010, excluding loans to other de-
velopment institutions, as represented by the Bank’s internal
credit risk classification system, is as follows (in millions):

Outstanding balance at

March 31, December 31, S&P/Moody's Rating

Risk Classification 2011 2010 Equivalent
Excellent................. s 215 $ 215 BBB— /Baa3 or higher
Very Strong 1,068 1,059 BB+/Bal
Strong........... 849 823 BB/Ba2
Satisfactory.... 306 312 BB —/Ba3
Fair........... 163 163 B+/Bl
Weak......ooce.. 286 261 B/B2
Possible Loss.......... 67 62 B—/B3
Impaired.......... 143 140 CCC—D/Caa-D

Total $ 3,097 $ 3,035

In addition, as of March 31, 2011, the Bank has loans to other
development institutions of $184 million (2010 — $189 mil-
lion), which are rated AAA, A+ and A-.

Past due and Non-accrual loans

As of March 31, 2011, there were no loans considered past
due, and a non-sovereign-guaranteed loan with an outstand-
ing balance of $94 million ($92 million at December 31,
2010) was in non-accrual status.

Impaired loans

The Bank has non-sovereign guaranteed loans with outstand-
ing balances of $143 million classified as impaired at March
31, 2011. All impaired loans have specific allowances for
loan losses amounting to $65 million ($55 million at Decem-
ber 31, 2010).

The following table provides financial information related to
impaired loans as of March 31, 2011 and December 31, 2010
(in millions):

March 31, December 31,
2011 2010
Recorded investment
atend of period.......c.coeovveenveninnnn. $ 143 $ 140
Average recorded investment
during period..........occoiviiiiiinn 143 128

In addition, a summary of financial information related to
impaired loans affecting the results of operations for the three
months ended March 31, 2011 and 2010 is as follows (in
millions):

Three months ended

March 31,
2011 2010
Loan income recognized................... $ 2 3 2
Loan income that would have been
recognized on an accrual basis
during the period..............cooeoeie 2 2

Allowance for Loan and Guarantee Losses
SOVEREIGN-GUARANTEED PORTFOLIO: A collective evalua-
tion of collectibility is performed for sovereign-guaranteed

loans and guarantees. The performance of said portfolio has
been excellent, particularly given the market credit ratings of
many of the Bank’s borrowing countries. However, in the
past the Bank has experienced delays in the receipt of debt
service payments, sometimes for more than six months. Since
the Bank does not charge interest on missed interest payments
for these loans, such delay in debt service payments is viewed
as a potential impairment as the timing of the cash flows are
not met in accordance with the terms of the loan contract.

NON-SOVEREIGN-GUARANTEED PORTFOLIO: For non-sove-
reign-guaranteed loans and guarantees, a collective loss al-
lowance is determined based on the Bank’s internal credit
risk classification system. The first step in the calculation of
the collective loan and guarantee loss allowance is the estima-
tion of an expected rate of transition of projects from non-
impaired risk categories to the impaired/default category.
This impairment/default rate is applied to each risk category.
Transitions of debt instruments from various risk categories
to impairment/default status are modeled utilizing worldwide
non-sovereign data gathered from the documented experience
of rated non-sovereign-guaranteed debt issuances of similar
risk levels.

An appropriate estimated rate of loss from projects once im-
paired is determined based upon the Bank’s specific expe-
rience gained in the assessment of the losses stemming from
impairments in its own non-sovereign-guaranteed portfolio.
Based upon (i) the impairment/default rate for each risk cate-
gory, (ii) the distribution of the non-sovereign-guaranteed
portfolio in each of these categories and (iii) the loss rate once
defaulted, the required level of the collective loss allowance is
determined.

The changes in the allowance for loan and guarantee losses
for the periods ended March 31, 2011 and December 31,
2010 were as follows (in millions):

March 31, December 31,
2011 2010

Balance, beginning ofyear................... $ 172 $ 148

Provision for loan and guarantee losses ... .. 2 24
Balance,endofperiod.............. ... $ 174 $ 172
Composed of:
Allowance forloanlosses .................... $ 154 $ 145
Allowance for guarantee losses . ............ 20 27

Total $ 174 $ 172
M) The all for g losses is included in Other liabilites in the

Condensed Balance Sheet.

As of March 31, 2011, the total allowance for loan and guar-
antee losses is composed of $8 million related to the sove-
reign-guaranteed portfolio and $166 million related to the
non-sovereign guaranteed portfolio (2010 - $8 million and
$164 million, respectively). The provision for loan and guar-
antee losses includes credits of $0 million and $2 million
related to sovereign-guaranteed loans in 2011 and 2010, re-
spectively.
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During the first quarter of 2011, there were no changes to the
Bank’s policy with respect to the allowance for loan and
guarantee losses from the prior year. Except for the small
amount of impaired loans on the non-sovereign-guaranteed
portfolio, all loans and guarantees have been collectively
evaluated for impairment. The collective allowance for loan
and guarantee losses as of March 31, 2011 amounted to $109
million (2010 — $117 million), including approximately $101
million (2010 — $109 million) related to the non-sovereign-
guaranteed portfolio.

Troubled debt restructurings

A restructured loan is considered impaired when it does not
perform in accordance with the contractual terms of the re-
structuring agreement. A loan restructured under a troubled
debt restructuring is considered impaired until its extinguish-
ment, but it is not disclosed as such unless there is a noncom-
pliance under the terms of the restructured agreement.

The Bank does not reschedule its sovereign-guaranteed loans.
During the first three months of 2011, there were no troubled
debt restructurings of non-sovereign-guaranteed loans.

NOTE F - FAIR VALUE OPTION

The Bank has elected the fair value option under GAAP for
most of its medium- and long-term debt to reduce the income
volatility resulting from previously accounting for borrowings
at amortized cost and marking to market the related borrow-
ing swaps, with changes in fair value recognized in income.
The Bank did not elect the fair value option for certain bor-
rowings that are within the same balance sheet category be-
cause they do not contribute to a mitigation of income volatil-

ity.

The changes in fair value for borrowings elected under the
fair value option have been recorded in the Condensed
Statement of Income and Retained Earnings for the three
months ended March 31, 2011 and 2010, as follows (in mil-
lions):

Three months ended

March 31,
2011 2010
Borrowing expenses, after swaps................ $ (539 $ (501)
Net fair value adjustments on
non-trading portfolios..............cc.cceee el 142 (567)
Total changes in fair value
included in Netincome........ccoveveennnnn.. $ (392 $ (1,068)

The difference between the fair value amount and the unpaid
principal outstanding of borrowings measured at fair value as
of March 31, 2011 and December 31, 2010, was as follows
(in millions):

March 31, December 31,
2011 2010
FRirvalie. .c.oo.oooomeiioircoscenccine, $ 52,674 $ s3302 "
Unpaid principal outstanding.................. 50,862 51,133
Fair value over unpaid principal
outstanding............o.coiieiiiininiiieeaeaan $ 1,812 $ 2,169

" Includes accrued interest of $478 million at March 31,2011 and $456 million
at December 31, 2010.

NOTE G -DERIVATIVES

RISK MANAGEMENT STRATEGY AND USE OF DERIVATIVES:
The Bank faces risks that result from market movements,
primarily changes in interest and exchange rates that are miti-
gated through its integrated asset and liability management
framework. The objective of the asset and liability manage-
ment framework is to align the currency composition, maturi-
ty profile and interest rate sensitivity characteristics of the
assets and liabilities for each liquidity and lending product
portfolio in accordance with the particular requirements for
that product and within prescribed risk parameters. When
necessary, the Bank employs derivatives to achieve this
alignment. These instruments, mostly currency and interest
rate swaps, are used primarily for economic hedging purpos-
es, but are not designated as hedging instruments for account-

ing purposes.

A significant number of the current borrowing operations
include swaps to economically hedge a specific underlying
liability, producing the funding required (i.c., the appropriate
currency and interest rate type). The Bank also uses lending
swaps to economically hedge fixed-rate, fixed-base cost rate
and local currency loans, and investment swaps that hedge a
particular underlying investment security and produce the
appropriate vehicle in which to invest existing cash. In addi-
tion, the Bank utilizes interest rate swaps to maintain the du-
ration of its equity within a prescribed policy band of 4 to 6
years.

ACCOUNTING FOR DERIVATIVES: All derivatives are recog-
nized in the Condensed Balance Sheet at their fair value and
are classified as either assets or liabilities, depending on the
nature (debit or credit) of their net fair value amount.

The interest component of the changes in fair value of in-
vestments, lending, borrowing, and equity duration deriva-
tives is recorded in Income from Investments - Interest, In-
come from Loans, after swaps, Borrowing expenses, after
swaps, and Other interest income, respectively, over the life
of the derivative contract, with the remaining changes in the
fair value included in Income from Investments-Net gains for
investment derivatives and in Net fair value adjustments on
non-trading portfolios for lending, borrowing and equity du-
ration derivative instruments.

The Bank occasionally issues debt securities that contain
embedded derivatives; these securities are carried at fair
value.

FINANCIAL STATEMENTS PRESENTATION: The Bank’s deriva-
tive instruments as of March 31, 2011 and December 31,
2010, and their related gains and losses for the three months
ended March 31, 2011 and 2010, are presented in the Con-
densed Balance Sheet, the Condensed Statement of Income
and Retained Earnings and the Condensed Statement of
Comprehensive Income as follows (in millions):
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Condensed Balance Sheet
Derivatives not Designated March 31,2011 December 31,2010 ¥
as Hedging Instruments Balance Sheet Location Assets Liabilities Assets Liabilities
Currency Swaps Currency and interest rate swaps
Investments - Trading $ 2 $ 67 $ - $ 29
Loans 14 295 10 249
Borrowings 4,689 631 4,596 640
Accrued interest and other charges 246 (¢3) 182 (12)
Interest Rate Swaps Currency and interest rate swaps
Investments - Trading 7 17 7 26
Loans 66 317 28 444
Borrowings 1,027 198 1,291 168
Other - 115 - 72
Accrued interest and other charges 133 22 189 36
$ 6,184 $ 1,654 $ 6,303 $ 1,652

D Balances are reported gross, prior to counterparty netting in accordance with existing master netting derivative agreements.

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

Derivatives not Designated

Three months ended March 31,

as Hedging Instruments Location of Gain (Loss) from Derivatives 2011 2010
Currency Swaps
Investments - Trading Income frominvestments:
Interest $ ©6) $ €))
Net gains 18 -
Loans Income from loans, after swaps 23) (16)
Net fair value adjustments on non-trading portfolios (33) 85
Borrowings Bomowing expenses, after swaps 291 289
Net fair value adjustments on non-trading portfolios 33 443
Other comprehensive income (loss)-Translation
adjustments 4 9
Interest Rate Swaps
Investments - Trading Income frominvestments:
Interest ©) @
Net gains 7 ©®
Other comprehensive income (loss)-Translation
adjustments 48) 2
Loans Income from loans, after swaps (103) 93)
Net fair value adjustments on non-trading portfolios 165 (170)
Borrowings Bormrowing expenses, after swaps 217 197
Net fair value adjustments on non-trading portfolios 310) 197
Other comprehensive income (loss) -Translation
adjustments 6 @)
Other Other interest income 25 -
Net fair value adjustments on non-trading portfolios 43) -
$ 194 $ 755

The Bank is not required to post collateral under its derivative
agreements as long as it maintains a AAA credit rating. Should
the Bank credit rating be downgraded from the current AAA,
the standard swap agreements detail, by swap counterparty,
the collateral requirements that the Bank would need to satisfy

in this event. The aggregate fair value of all derivative in-
struments with credit-risk related contingent features that are
in a liability position on March 31, 2011 is $211 million
(after consideration of master netting derivative agreements).
If the Bank was downgraded from the current AAA credit
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rating to AA+, it would be required to post collateral in the
amount of $61 million at March 31, 2011.

The following tables provide information on the contract
value/notional amounts of derivative instruments as of March
31, 2011 and December 31, 2010 (in millions). Currency
swaps are shown at face value and interest rate swaps are
shown at the notional amount of each individual payable or
receivable leg. Included in the other category are interest rate
swaps used to maintain the equity duration within policy lim-
its.

March 31,2011

Currency swaps Interest Rate s waps
Payahle Receivable Payable

Derivative type/

Rate type Receivable

Investments - trading

$ - $ 144 $ - $ 1,82
1,391 - 1,821 R
- 1,000 185 12,805
2,092 1,275 12,805 185
21,953 218 30,321 349
7,024 24,180 5814 35,207
Other
Fixed.......... - - 5,345 -
Adjustable .. ... - - - 5,345

December 31,2010

Derivative type/ Currency swaps Interest Rate swaps
Rate type Receivable Payahle Receivable Payahle
Investments - trading

Fixed............. $ - $ 618 $ - $ 187

Adjustable . ....... 611 - 1,867 -
Loans

Fixed............. - 889 183 13,316

Adjustable .. ... .. 2,007 1,228 13,316 183
Borrowings

Fixed............. 21,456 217 30,188 349

Adjustable........ 7.573 24,491 5815 35,071
Other

Fixed......... - - 5,495 -

Adjustable . .. .. - - - 5,495

NOTE H - FAIR VALUE MEASUREMENTS

The framework for measuring fair value establishes a fair val-
ue hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives higher priori-
ties to unadjusted quoted prices in active markets for identical
and unrestricted assets or liabilities (Level 1) and adjusted
quoted prices in markets that are not active, or inputs that are
observable, either directly or indirectly, for similar assets or
liabilities (Level 2), and the lowest priority to unobservable
inputs (i.e., supported by little or no market activity) (Level 3).

The Bank’s investment instruments valued based on quoted
market prices in active markets, a valuation technique consis-
tent with the market approach, include obligations of the Unit-
ed States and Japanese governments. Such instruments are
classified within Level 1 of the fair value hierarchy. As re-
quired by the framework for measuring fair value, the Bank
does not adjust the quoted price for such instruments.

Substantially all other Bank investment instruments are va-
lued based on quoted prices in markets that are not active,
external pricing services, where available, solicited bro-
ker/dealer prices, or prices derived from alternative pricing
models, utilizing discounted cash flows. These methodolo-
gies apply to investments, including government agencies
and corporate bonds, asset-backed and mortgage-backed
securities, bank obligations, and related financial derivative
instruments (primarily currency and interest rate swaps).
These instruments are classified within Level 2 of the fair
value hierarchy and are measured at fair value using valua-
tion techniques consistent with the market and income ap-
proaches.

The main methodology of external pricing service providers
involves a “market approach” that requires a predetermined
activity volume of market prices to develop a composite
price. The market prices utilized are provided by orderly
transactions being executed in the relevant market; transac-
tions that are not orderly and outlying market prices are fil-
tered out in the determination of the composite price. Other
external price providers utilize evaluated pricing models that
vary by asset class and incorporate available market infor-
mation through benchmark curves, benchmarking of like
securities, sector groupings, and matrix pricing to prepare
valuations.

Investment securities are also valued with prices obtained
from brokers/dealers. Brokers/dealers’ prices may be based
on a variety of inputs ranging from observed prices to pro-
prietary valuation models. The Bank reviews the reasonabili-
ty of brokers/dealers’ prices via the determination of fair
value estimates from internal valuation techniques.

Medium-and long-term borrowings elected under the fair
value option and all currency and interest rate swaps are
valued using quantitative models, including discounted cash
flow models as well as more advanced option modeling
techniques, when necessary depending on the specific struc-
tures, that require the use of multiple market inputs including
market yield curves, and/or exchange rates, interest rates and
spreads to generate continuous yield or pricing curves and
the spot price of the underlying volatility and correlation.
Significant market inputs are observable during the full term
of these instruments. Correlation and items with longer te-
nors are generally less observable. The Bank considers, con-
sistent with the requirements of the framework for measur-
ing fair value, the impact of its own creditworthiness in the
valuation of its liabilities. These instruments are classified
within Level 2 of the fair value hierarchy in view of the ob-
servability of the significant inputs to the models and are
measured at fair value using valuation techniques consistent
with the market and income approaches.

Level 3 investment, borrowing and swap instruments, if any,
are valued using Management’s best estimates utilizing
available information including (i) external price providers,
where available, or broker/dealer prices; when less liquidity
exists, a quoted price is out of date or prices among bro-
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kers/dealers vary significantly, other valuation techniques may
be used (i.c., a combination of the market approach and the
income approach) and (ii) market yield curves of other instru-
ments, used as a proxy for the instruments’ yield curves, for
borrowings and related swaps. These methodologies are valua-
tion techniques consistent with the market and income ap-
proaches.

Financial assets:

The following tables set forth the Bank’s financial assets and
liabilities that were accounted for at fair value as of March
31, 2011 and December 31, 2010 by level within the fair
value hierarchy (in millions).

Fair Value

Measurements
Assets March 31,2011 Level 1 Level 2 Lewel 3
Investments - Trading:
Obligations of the United States Government and

its corporations and agencies.........cc.coueiiiiiiiiniinnns $ 1,170 § 591 $ 579 $ -

U.S. government-sponsored enterprises..................o.on. 714 - 714
Obligations of non-U.S. governments and agencies........ 7,005 187 6,818 -

Bank Obligations .........ccevviiniiniiiieiiii s 4,902 - 4,902
Mortgage-backed securities 1,826 - 1,819 7
U.S. residential............. 575 - 575 -
Non-U.S. residential. 757 - 750 7
U.S. commercial....... . 183 - 183 -
Non-U.S. commercial...........coooviiiiiiiiiiiii., 311 - 311 -
Asset-backed securities 1,002 - 904 98
Collateralized loan obligations.........c.covevuieviiiiinns 614 - 614 -
Other collateralized debt obligations....................uu.e 169 - 71 98
Other asset-backed securities..........c.ceeevviivnininninn.s 219 - 219 -
Total Investments - Trading.........c...coiviiiininnn. 16,619 778 15,736 105
Currency and interest rate swaps 6,184 - 6,184 -
TOLAL ¢ e et e ee e e s $ 22,803 $ 778 $ 21,920 $ 105

® 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 $43 million for trading investments and $379 million for currency and interest rate swaps.

Financial assets:

Fair Value
Measurements
Assets December 31,2010 Lewel 1 Level 2 Level 3
Investments - Trading:

Obligations of the United States Government and
its corporations and agencies...........cccecevvnrniinnns $ 822 $ 822 $ - $ -
U.S. government-sponsored enterprises............o.veeeennn. 505 - 505 -
Obligations of non-U.S. governments and agencies........ 7,045 430 6,615 -
Bank obligations ..........ccocviiviiiiiiiiiii 5,054 - 5,054 -
Mortgage-backed securities 1,925 - 1,916 9
U.S.residential. ... .....coooiiiiiiiiiiiii 573 - 573 -
Non-U.S.residential.............ooooiiiiniinini 875 - 866 9
U.S.commercial. ........cooooiiiiiiiiiiiii e 182 - 182 -
Non-U.S. commercial...........ccooiiniiniiii 295 - 295 -
Asset-backed securities 1,043 - 952 91
Collateralized loan obligations...............oocoiiiiins 633 - 633 -
Other collateralized debt obligations......................... 152 - 62 90
Other asset-backed securities........ 258 - 257 1
Total Investments - Trading.... 16,394 1,252 15,042 100
Currency and interest rate swaps 6,303 - 6,303 -
K0T ) OO $ 22,697 $ 1,252 $ 21,345 $ 100

M Represents the fair value of the referred assets, including their accrued interest presented on the Condensed Balance Sheet under Accrued interest and

other charges of $38 million for trading investments and $371 million for currency and interest rate swaps.
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Financial liabilities:

Fair Value
Meas urements
Liabilities March 31,2011 Lewel 1 Level 2 Level 3
Borrowings measured at fairvalue...............c.oo.oiiien $ 52,674 $ - $ 52674 $ -
Currency and interest rate SWaps ...........ccoevurininiininians 1,654 - 1,654 -
TO AL .ot e e $ 54,328 $ - $ 54,328 $ -

(1 Represents the fair value of the referred liabilities, including their accrued interest presented in the Condensed Balance Sheet under Accrued intercst on
borrowings of $478 million for borrowings and under Accrued interest and other charges of $14 million for currency and interest rate swaps.

Fair Value
Meas urements
Liabilities December 31,2010 Level 1 Level 2 Level 3
Borrowings measured at fairvalue ...................... $ 53302 $ - $ 53,302 $ -
Currency and interest rate SWaps. .. ..........c.ooovuuun. 1,652 - 1,652 -
Total. . .. $ 54,954 $ - $ 54,954 $ -

() Represents the fair value of the referred liabilities, including their accrued interest presented on the Condense Balance Sheet under Accrued interest on
borrowings of $456 million for borrowings and under Accrued interest and other charges of $24 million for currency and interest rate swaps.

The tables below show a reconciliation of the beginning and the change in unrealized gains and losses relating to assets
ending balances of all financial assets and financial liabilities and liabilities still held as of March 31, 2011 and 2010 (in
measured at ‘fair value on a recurring basis using significant millions) and a description of where these gains or losses are

unobservable inputs (Level 3) for the three months ended reported in the Condensed Statement of Income and Retained
March 31, 2011 and 2010 (in millions). In addition, the Earnings, as applicable.

tables show the total gains and losses included in Net income

as well as the amount of these gains and losses attributable to

Financial assets:
Three ths ended March 31,
2011 2010
Fair Value Measurements Using Significant Fair Value Measurements Using Significant
Unobs ervable Inputs (Level 3) Unobs ervable Inputs (Level 3)
Currency and Currency and
Investments - Interest Rate Investments - Interest Rate
Trading Swaps Total Trading Swaps Total
Balance, beginning of period ............c..coooiiiiiiis $ 100 $ - $ 100 $ 104 $ 20 $ 124
Total gains (losses) included in:
Net iNCOME......ooiiiiiiiiiiicci e 11 - 11 9 - 9
Other comprehensive income (loss)...............c..c..ue 3 - 3 3) - 3
SEHICINENTS .. ... oottt ee e e e e 9 - ® [C)] - “
Transfers out of level 3 ...........covevivineieiiei e - - - - 20) (20)
Balance, end of period..............cccccvviimreneiiiniieiriaenees $ 105 $ - $ 105 $ 106 $ - $ 106
Total gains (losses) for the period included in
Net income attributable to the change in
unrealized gains or losses related to assets
still held at the end of the period $ 11 $ - $ 11 $ 8 $ - $ 8
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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 31,

2011 2010
Change in Change in
Total Gains Unrealized Total Gains Unrealized
(Losses) Gains (Losses) (Losses) Gains (Losses)
included in Net related to Assets includedin Net related to Assets
Income for the Still Held at End Income for the Still Held at End
Period of Period Period of Period
Income from INVEStMENTS .....covunrrietieeennieeiieariaraeinnes $ 11 $ 11 $ 9 $ 8
TOtal oo e e $ 11 3 11 $ 9 3 8
Financial Liabilities:
Three months ended March 31,
2011 2010

Fair Value Measurements Using Significant

Unobs ervable Inputs (Level 3)

Fair Value Measurements Using Significant
Unobs ervable Inputs {(Level 3)

Borrowings Currency and Borrowings Currency and

Measured at Interest Rate Measuredat  Interest Rate

Fair Value Swaps Total Fair Value Swaps Total
Balance, beginning of period.....ccoccvevieviiviiieienennrenien. 8 - $ - $ - $ 282 $ 27 $ 309
Transfers out oflevel3 ......... - - - {282) 27 (309)
Balance, end of period......c...ccooeviviimiiiiiiniiiicieieniienee. $ 3 - $ - 3 - $

"NOTE I - NET FAIR VALUE ADJUSTMENTS ON
NON-TRADING PORTFOLIOS

Net fair value adjustments on non-trading portfolios on the
Condensed Statement of Income and Retained Earnings for
the three months ended March 31, 2011 and 2010 comprise
the following (in millions):

Three months ended
March 31
2011 2010

Change in fair value of derivative
instruments due to movements in:
Exchange rates....
Interest rates..

$ 165 $ 206
3353 179

Total change in fair value - (188) 385
Change in fair value of borrowings due

to movements in:

Exchange rates...........ccocvieeimreniacneieccinercneenns (262) (361)

Interest rates............cocoeeciiiniin i 404 (206)
Total change in fair value of borrowings................. 142 (567)
Currency transaction gains on borrowings

and loans at amortized COSt ...o..oouiiiiiiiiiinnan 9% 164
Amortization of borrowing and loan

basis adjustments.........c..c.occoviiiiiinininneenininn - 1

Total...couviveriiainiceiieiiccieiicciei e 8 SO $ an

Net fair value losses on non-trading derivatives resulting from
changes in interest rates were $353 million for the first three
months of 2011, as a result of an overall increase in long-term
swap interest rates in the global markets, compared to year-
end 2010 levels. These losses were offset by fair value gains
on borrowings of $404 million. The income volatility related
to movements in interest rates, which amounted to a gain of

$51 million for the three months period ended March 31,
2011 compared to a loss of $27 million for the same period
last year, was primarily due to fair value gains on lending
swaps ($209 million), which were partially compensated by
losses associated with changes in the Bank’s credit spreads on
the borrowings portfolio (approximately $100 million) and
losses on equity duration swaps ($43 million).

The Bank’s 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 2011, exchange rate changes increased the value of
borrowings and loans, resulting in a net loss of $166 million
(2010 — $197 million), which was offset by a net gain from
changes in the value of the borrowing and lending swaps of
$165 million (2010 — $206 million).

NOTE J — BOARD OF GOVERNORS APPROVED
TRANSFERS

As part of the Bank’s general increase in resources currently
underway, the Board of Governors agreed, in principle and
subject to annual approvals by the Board of Governors and in
accordance with the Agreement, to provide $200 million
annually in transfers of Ordinary Capital income to the IDB
Grant Facility, beginning in 2011 and through 2020. At its
annual meeting in Calgary, Canada, in March 2011, the
Board of Governors approved the $200 million transfer cor-
responding to 2011. Such transfers are recognized as an ex-
pense when approved by the Board of Governors and funded
in accordance with the IDB Grant Facility funding require-
ments. The undisbursed portion of approved transfers is pre-
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sented under Due to IDB Grant Facility on the Condensed
Balance Sheet.

NOTE K - CAPITAL STOCK

On July 21, 2010, the Board of Governors agreed to vote on a
Proposed Resolution that would provide for an increase of the
Bank’s Ordinary Capital resources in the amount of $70,000
million that would be subscribed to by Bank members in five
annual installments, starting in 2011. Of this amount, $1,700
million would be in the form of paid-in capital and the re-
mainder would represent callable capital.

The next phase in the capital increase process consists of
member countries voting to approve the resolution authoriz-
ing increases in the Bank’s Ordinary Capital. Voting is to
close by October 31, 2011, though the Board of Executive
Directors has the authority to extend the deadline, if neces-
sary. The resolution provides that the Bank’s capital increase
would be fully implemented through 20135, as the correspond-
ing authorities in each of its member countries appropriate the
necessary funds.

NOTE L - PENSION AND POSTRETIREMENT BENE-
FIT PLANS

The Bank has two defined benefit retirement plans (Plans) for
providing pension benefits to employees of the Bank: the
Staff Retirement Plan for international employees, and the
Local Retirement Plan for national employees in the country
offices. The Bank also provides health care and certain other
benefits to retirees under the Postretirement Benefits Plan
(PRBP).

CONTRIBUTIONS: All contributions are made in cash. Contri-
butions from the Bank to the Plans and the PRBP during the
first three months of 2011 were $22 million (2010 — $21 mil-
lion). As of March 31, 2011, the estimate of contributions
expected to be paid to the Plans and the PRBP during 2011
was $60 million and $34 million, respectively, the same
amount disclosed in the December 31, 2010 financial state-
ments. Contributions for 2010 were $55 million and $30 mil-
lion, respectively.

PERIODIC BENEFIT COST: Net periodic benefit costs are allo-
cated between the Ordinary Capital and the FSO in accor-
dance with allocation formulas approved by the Board of
Executive Directors or the Board of Governors for adminis-
trative expenses and are included under Administrative ex-
penses in the Condensed Statement of Income and Retained
Earnings.

The following table summarizes the benefit costs associated
with the Plans and the PRBP for the three months ended
March 31, 2011 and 2010 (in millions):

Pension Benefits
Three months ended

March 31,
2011 2010

Service cost. . ... i, $ 16 $ 14
Interestcost. . ........... ... ...... 38 36
Expected return on

planassets..................... 47 (44)
Net periodic benefitcost........... $ 7 $ 6
Of which:

ORCsshare.................... 3 7 $ 6

FSOsshare..................... $ - $

Postretirement Benefits
Three months ended
March 31,
2011 2010

Servicecost. ... $ 9 $ 8
Interestcost...................... 19 17
Expected return on

planassets..................... 19) (19)
Amortization of prior service cost. . . 9 9
Net periodic benefitcost. .......... $ 18 $ 15
Of which:

ORCs share......ccoooeevvevvvereeeene.. $ 17 $ 15

FSO's share.......ccccocovnvvnveeeeee. $ 1 $ -

NOTE M - VARIABLE INTEREST ENTITIES

The Bank has identified loans and guarantees in VIEs in
which it is not the primary beneficiary but in which it is
deemed to hold significant variable interest at March 31,
2011. The majority of these VIEs do not involve securitiza-
tions or other types of structured financing. These VIEs are
mainly: (i) investment funds, where the general partner or
fund manager does not have substantive equity at risk; (ii)
operating entitics where the total equity investment is consi-
dered insufficient to permit such entity to finance its activities
without additional subordinated financial support; and (iii)
entities where the operating activities are so narrowly defined
by contracts (e.g. concession contracts) that equity investors
are considered to lack decision making ability.

The Bank’s involvement with these VIEs is limited to loans
and guarantees, which are reflected as such in the Bank’s
financial statements. Based on the most recent available data
from these VIEs, the size of the VIEs measured by total as-
sets, in which the Bank is deemed to hold significant variable
interests totaled $3,702 million at March 31, 2011 ($6,058
million at December 31, 2010). The Bank’s total loans and
guarantees outstanding to these VIEs were $491 million and
$104 million, respectively (2010 - $609 million and $157
million). Amounts committed not yet disbursed related to
such loans and guarantees amounted to $26 million (2010 -
$58 million), which combined with outstanding amounts
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results in a total Bank exposure of $621 million at March 31,
2011 ($824 million at December 31, 2010).

NOTE N — RECONCILIATION OF NET INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES

A reconciliation of Net income to Net cash provided by oper-
ating activities, as shown on the Condensed Statement of
Cash Flows, is as follows (in millions):

Three months ended

March 31,
ZZou__ _z010

NetMICOME . .. ...ttt ittt et i e e e s $ 19 $ 387
Difference between amounts accrued

and amounts paid or collected for:

Loan inCoMmE. .. ...\ttt ittt (76) (80)

Investment income. . ......... ... i 12 45)

Net unrealized gain on trading investments . ............... o7 157

Interest and other costs of borrowings, after swaps......... 36 (59)

Administrative including d atior ) 12)

Special programs PR . (vA] -

Net fair value adjustments on non-trading portfolios (50) 17

Transfer to the IDB Grant Facility . 200 -
Net d in trading i .. 704 1,081
Provision for loan and guarantee losses. 2 26

Net cash provided by operating activities. .. .................

Suppl discl e of h activities

1 d ) Iting fromexch rate fluctuations:
Trading NVESMENLS. . ..o vnvntneeee e i aeaaeaanaas $ 121 $ (200)
Held-to-maturity investments. . .

Loans outstanding. . . ... .. 10 @n
Bomowings. ..............: . 118 (244)
Receivable frommembers-net. .. ... ... ... .. il (U] 53

NOTE O - SEGMENT REPORTING

Management has determined that the Bank has only one re-
portable segment since the Bank does not manage its opera-
tions by allocating resources based on a determination of the
contributions to net income of individual operations. The
Bank does not differentiate between the nature of the prod-
ucts or services provided, the preparation process, or the me-
thod for providing the services among individual countries.
For the three months ended March 31, 2011 and 2010, loans
made to or guaranteed by four countries individually generat-
ed in excess of 10% of loan income, as follows (in millions):

Three months ended

March 31,
2011 2010
Brazil....................... $ 105 $ 121
Mexico....cccvvvvennnnnn 87 62
Argentina................. 84 91
Colombia.................. 54 58

NOTE P - FAIR VALUES OF FINANCIAL INSTRU-
MENTS

The following methods and assumptions were used by the
Bank in measuring the fair value for its financial instruments:

Cash: The carrying amount reported in the Condensed Bal-
ance Sheet for cash approximates fair value.

Investments: Fair values for investment securities are based
on quoted prices, where available; otherwise they are based
on external pricing services, independent dealer prices, or
discounted cash flows.

Loans: The Bank is one of very few lenders of development
loans to Latin American and Caribbean countries. The ab-
sence of a secondary market for development loans makes it
difficult to estimate the fair value of the Bank’s lending port-
folio despite the flexibility offered by the fair value frame-
work. The Bank continues to explore possible valuation tools
to estimate the fair value of its lending portfolio without hav-
ing to incur excessive costs.

Swaps: Fair values for interest rate and currency swaps are
based on discounted cash flows or pricing models.

Borrowings: The fair values of borrowings are based on
discounted cash flows or pricing models.

The following table presents the fair values of the financial
instruments, along with the respective carrying amounts, as of
March 31, 2011 and December 31,2010 (in millions):

2011 2010
Carrying Fair Carrying Fair
Value Value Value Value

Cash............ooovioion $ 224 $ 22 $ 242 $ 242
Investments - trading 16,619 16,619 16,394 16,394
Loans outstanding, net.......... 63,291 N/A 63,342 N/A
Currency and interest rate

swaps receivable

Investments - trading .. ....... 7 7 6 6

Loans............ooooieinint, 45 45 1 11

Borrowings. . ................ 6,131 6,131 6,285 6,285

Others..............coiin - - 1 1
Borrowings

Short-term. .................. 20 20 30 30

Medium- and long-term:

Measured at fair value. ... .. 52,674 52,674 53,302 53,302
Measured at amortized cost. . 9,824 10,586 10,176 11,046

Currency and interest rate

swaps payable

Investments - trading. ......... 107 107 77 77

Loans.........cooviuninnnnn 665 665 759 759

Borrowings.................. 773 773 750 750

Others..................oo. 108 108 66 66

N/A = Not available
O ncludes accrued interest.

NOTE Q - SUBSEQUENT EVENTS

Management has evaluated subsequent events through May
16, 2011, which is the date the financial statements were is-
sued. As a result of this evaluation, there are no subsequent
events that require recognition or disclosure in the Bank’s
Condensed Quarterly Financial Statements as of March 31,
2011.
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For the fiscal quarter ended March 31, 2011
INTER-AMERICAN 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 A is a table which lists sales by the Bank of its
primary obligations, all of which were of the Bank’s ordinary capital. There
were no purchases by the Bank of its primary obligations.

Copies of the Bank's regular quarterly financial statements.

Attached hereto as Annex B are the financial statements, as of March 31,
2011, of the Bank's ordinary capital.

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 (ii) loans and
guaranty agreements to which the Bank is a 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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Borrowing||| ~ Borrowing ||| Coupon || Issue Price|| Issue [l Maturity

Currency ~ Amount (%) (°/o)‘ | Datef ' ‘ Date
INR 6,000,000,000 >4.75 100.6425 10-Jan-2011 10-Jan-2014
COP 19,300,000,000 3.35 100.00 11-Jan-2011 11-Jan-2015
INR 3,000,000,000 4.75 101.4575 14-Jan-2011 10-Jan-2014
BRL 35,000,000 9.50 105.8875 21-Jan-2011 6-Jan-2014
BRL 399,000,000 7.05 99.97 1-Feb-2011 23-Jan-2014
usD 175,000,000 2.25 101.364 1-Feb-2011 15-July-2015
IDR 100,000,000,000 6.00 99.8575 4-Feb-2011 17-Sep-2013
BRL 40,000,000 9.00 100.78 9-Feb-2011 28-Aug-2012
BRL 100,000,000 9.00 100.00 11-Feb-2011 | 11-Feb-2013
usb 125,000,000 2.25 101.006 2-Mar-2011 15-July-2015
IDR 300,000,000,000 6.50 99.735 10-Mar-2011 | 10-Mar-2014
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Management’s Discussion and Analysis

MANAGEMENT’S DISCUSSION AND
ANALYSIS
March 31, 2011

INTRODUCTION

The resources of the Inter-American Development Bank (the
Bank) consist of the Ordinary Capital, the Fund for Special Op-
erations, the Intermediate Financing Facility Account, and the
IDB Grant Facility. All financial information provided in this
Management’s Discussion and Analysis refers to the Bank's
Ordinary Capital.

This document should be read in conjunction with the Bank’s
Information Statement dated March 7, 2011, which includes the
Ordinary Capital financial statements for the year ended De-
cember 31, 2010. The Bank undertakes no obligation to update
any forward-looking statements.

FINANCIAL STATEMENT REPORTING

The financial statements are prepared in accordance with gener-
ally accepted accounting principles (GAAP). The preparation of
such financial statements requires management to make esti-
mates and assumptions that affect the reported results. Man-
agement believes that some of the more significant accounting
policies it uses to present the 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 as-
sociated with the pension and postretirement benefit plans, in-
volve a relatively high degree of judgment and complexity and
relate to matters that are inherently uncertain.

Most of the Bank’s borrowings and all swaps, including bor-
rowing and lending swaps, are measured at fair value through
income. The reported income volatility resulting from the non-
trading financial instruments is not fully representative of the
underlying economics of the transactions as the Bank holds
these instruments to maturity. Accordingly, the Bank excludes
the impact of the fair value adjustments associated with these
financial instruments from the regular results of its operations.
The Bank defines Income before Net fair value adjustments on
non-trading portfolios and Board of Governors approved trans-
fers' as “Operating Income”. Net fair value adjustments on
non-trading portfolios and Board of Govemors approved trans-
fers are reported separately in the Condensed Statement of In-
come and Retained Earnings.

ACCOUNTING DEVELOPMENTS: As described in Note B to the
financial statements, in the first quarter of 2011, the Financial
Accounting Standards Board (FASB) deferred the effective date
of the disclosure requirements for public entities about troubled
debt restructurings in ASU No. 2010-20, to be concurrent with
the effective date of the proposed guidance for determining what
constitutes a troubled debt restructuring.

1 . .
References to captions in the attached condensed quarterly financial statements and
related notes are identified by the name of the caption beginning with a capital let-
ter every time they appear in this Management’s Discussion and Analysis.

FINANCIAL HIGHLIGHTS

LENDING OPERATIONS: During the first three months of
2011, the Bank approved 10 loans totaling $811 million
compared to 24 loans that totaled $1,403 million during the
same period in 2010. There were no non-trade-related guar-
antees approved without sovereign counter-guarantee (2010
— two for $53 million) and 46 trade-related guarantees were
issued for a total of $101 million (2010 — 32 guarantees
issued for a total of $53 million).

The portfolio of non-sovereign-guaranteed loans increased
slightly to a level of $3,281 million compared to $3,224
million at December 31, 2010. In addition, the non-
sovereign guarantees exposure increased $3 million to $674
million compared to $671 million the previous year. As of
March 31, 2011, 6.2% of the outstanding loans and guaran-
tees exposure was non-sovereign-guaranteed, compared to
6.1% at December 31, 2010.

For 2011, the Board of Executive Directors approved a
lending spread of 0.80%, a credit commission of 0.25% and
no supervision and inspection fee.

BORROWING OPERATIONS: During the first three months of
the year, the Bank issued bonds for a total face amount of
$781 million (2010 — $5,417 million) that generated
proceeds of $781 million (2010 —~ $4,799 million),
representing decreases of $4,636 million and $4,018 mil-
lion, respectively, compared to the same period last year.
The average life of new issues was 3.4 years (2010 — 59
years). The decrease in borrowing operations was due to
lower debt redemptions, as well as the positive impact on
the Bank’s liquidity levels of the conversion, in December
2010, of $2,984 million of non-borrowing member currency
holdings subject to maintenance of value.

FINANCIAL RESULTS: Operating Income during the first
three months of 2011 was $340 million, compared to $404
million for the same period last year, a decrease of $64 mil-
lion. This decrease was mainly due to lower net interest
income of $15 million, substantially resulting from a de-
crease in net interest income from loans, lower net invest-
ment gains of $65 million and an increase in net non-
interest expense of $8 million, partially offset by a decrease
in the provision for loan and guarantee losses of $24 mil-
lion.

During the three months ended March 31, 2011, the trading
investments portfolio experienced net mark-to-market gains
of $129 million, compared to $199 million experienced
during the three months ended March 31, 2010. The trading
investments portfolio’s net interest income, which excludes
realized and unrealized investment gains and losses, added
income of $17 million during the first three months of the
year compared to $18 million during the same period in
2010.
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With the election of the fair value option for a substantial num-
ber of the borrowings in 2008, the changes in fair value of the
borrowing swaps are significantly offset by the changes in fair
value of the associated borrowings. However, income volatility
still results from changes in the Bank’s credit spreads and swap
basis spreads, which affect the valuation of borrowings and
swaps, respectively, changes in fair value of equity duration
swaps, and the changes in fair value of lending swaps. The
changes in fair value of lending swaps are not offset by corres-
ponding changes in fair value of loans, as all the Bank’s loans
are recorded at amortized cost. Net fair value adjustments on
non-trading portfolios for the three months ended March 31,
2011 amounted to a gain of $50 million, compared to a loss of
$17 million for the same period last year. Fair value gains on
lending swaps of $209 million were partially offset by losses
associated with changes in the Bank’s credit spreads on the bor-
rowing portfolio (approximately $100 million), and losses on
equity duration swaps of $43 million. (See Note I to the Con-
densed Quarterly Financial Statements for further discussion on
changes in fair value on non-trading portfolios).

CAPITALIZATION: To enhance the Bank’s financial capacity
following its response to the global economic crisis, the Board
of Governors, on July 21, 2010, agreed to vote on a Proposed
Resolution that would provide for the ninth general increase in
the Bank’s Ordinary Capital resources of $70,000 million that
would be subscribed to by Bank members in five annual in-
stallments, starting in 2011. Of this amount, $1,700 million
would be in the form of paid-in ordinary capital stock and the
remainder would represent callable capital stock.

The next phase in the capital increase process consists of
member countries voting to approve the resolution authoriz-
ing increases in the Bank’s Ordinary Capital. Voting is to
close by October 31, 2011, though the Board of Executive
Directors has the authority to extend the deadline, if neces-
sary. The resolution provides that the Bank’s capital in-
crease would be fully implemented through 2015, as the
corresponding authorities in each of its member countries
appropriate the necessary funds.

Despite the increased lending in response to the global fi-
nancial crisis, the Bank’s capital adequacy position remains
strong, as determined by its capital adequacy policy. The
capital adequacy framework provides rules that support the
determination of capital requirements for credit and market
risk, as well as operational risk.

The Total Equity-to-Loans Ratio (TELR) at March 31,
2011 was 33.7% compared to 33.4% at the end of last year
(See Table 1).

ASSET AND LIABILITY MANAGEMENT: As part of the as-
set/liability management policy, starting in 2010 it has been
the Bank’s policy to convert all non-US dollar equity to
United States dollars; as a result, net currency translation
adjustments were de minimis for the first quarter of 2011,
compared to net losses of $28 million for the same period in
2010.
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Box 1: Selected Financial Data

(Amounts expressed in millions of United States dollars)
Three months ended Year ended
March 31, December 31,
2011 2010 2010
Lending Summary
Loans and guarantees appmved(” $ 811 $ 1,456 $ 12,136
Undisbursed portion of approved loans 22,164 21,727 22,357
Gross loan disbursements 721 933 10,341
Net loan disbursements ®’ (201) 49) 4,743
Income Statement Data
Operating income $ 340 3 404 $ 1,252
Net fair value adjustments on non-trading portfolios 50 a7 (850)
Board of Governors approved transfers (200) B (72)
Net income 190 387 330
Returns and Costs, after swaps
Return on average loans outstanding 2.73% 3.17% 3.12%
Retumn on average liquid investments 3.83% 5.23% 3.37%
Average cost of borrowings outstanding during the period 0.92% 1.03% 0.96%
March 31, December 31,
2011 2010 2010
Balance Sheet Data
Cash and investments-net (4), after swaps $ 16,069 $ 18979 $ 16,585
Loans outstanding ©’ 62,894 58,051 63,007
Borrowings outstanding (6), after swaps 57,085 56,169 57,874
Equity 21,150 21,032 20,960

Total Equity”’-to-Loans ® Ratio 33.7% 34.9% 33.4%

" Excludes guarantees issued under the Trade Facilitation Program.

D Includes gross loan disbursements less principal repayments.

) Geometrically-linked time-weighted returns.

9 Net of Payable for investment securities purchased and cash collateral received and receivable for investment securities sold.

® Excludes lending swaps in a net liability position of $532 million as of March 31, 2011 (2010 - $192 million) and

$655 million as of December 31, 2010.

) Net of premium/discount.

M *Total Equity"” is 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 members (but not net payable to members) and the
cumulative effects of Net fair value adjustments on non-trading portfolios.

® Includes loans outstanding and net guarantee exposure.

CAPITAL ADEQUACY

The capital adequacy framework consists of a policy on capi-
tal adequacy and systems that support the determination of
capital requirements for credit and market risk in both the
Bank’s lending and treasury operations. In addition, the poli-
cy includes capital requirements for operational risk.

The capital adequacy policy allows the Bank to measure the
inherent risk in its loan portfolio due to the credit quality of its
borrowers and the concentration of its loans, and to make
flexible adjustments to changing market conditions. Specific
risk limits in terms of capital requirements for investments

and derivatives are included that enable Management to de-
sign more efficient funding and investment strategies follow-
ing the risk tolerance established by the Board of Executive
Directors. As determined under. the policy, the Bank is well
capitalized.

Table 1 presents the composition of the TELR as of March
31, 2011 and December 31, 2010. It shows that the TELR
increased from 33.4% to 33.7% mainly due to a slight in-
crease in Total Equity, and a slight decrease in loans out-
standing and net guarantee exposure.
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Table 1: TOTAL EQUITY-TO-LOANS RATIO
(Amounts expressed in millions of United States dollars)

Equity

Paid-in capital StOCK. . .. oivviiieet it e

Retained eamings:

)

1
Generalteserve ..ol

(1

Special reServe ... e

Plus:

Allowances for loan and guarantee loSS€S..............c.cc.uee

Minus:

Borrowing countries’ local currency cash balances
Cumulative net fair value adjustments on non-trading
portfolios.......ooviiii i

Total Equity..............c..ooooiviiiii
Loans outstanding and net guarantee exposure......
Total Equity-to-Loans Ratio...........................

1} Includes Accumulated other comprehensive income.

CONDENSED BALANCE SHEET

LoAN PoRrTFOLIO: The Bank offers loans and guarantees to
its borrowing member countries to help meet their develop-
ment needs. In addition, under certain conditions and subject
to certain limits, the Bank may make loans and guarantees
without a sovereign guarantee (i) in all economic sectors, and
(i) directly to private sector or sub-national entities carrying
out projects in borrowing member countries. The Bank also
lends to other development institutions without sovereign
guarantee. Non-sovereign guaranteed operations are currently
capped to an amount such that risk capital requirements for
such operations do not exceed 20% of Total Equity™”.

The loan portfolio is the Bank’s principal earning asset of
which, at March 31, 2011, 95% was sovereign-guaranteed. At
March 31, 2011, the total volume of outstanding loans was
$62,894 million, compared with $63,007 million as of De-
cember 31, 2010. The decrease in the loan portfolio was
mostly due to a lower level of loan disbursements ($721 mil-
lion) than collections ($922 million), partially offset by posi-
tive currency translation adjustments ($87 million).

As of March 31, 2011, 6.2% of the outstanding loans and
guarantees exposure was non-sovereign-guaranteed com-
pared to 6.1% at December 31, 2010. The non-sovereign
guaranteed loan portfolio totaled $3,281 million, compared to
$3,224 million as of December 31, 2010.

Zpsof September 30, 2010, the date of the latest quarterly report to the Board of Execu-
tive Directors, the risk capital requi of non-sovereign-g d i
was $1.1 billion, or 5.4% of Total Equity.

P

3Eﬂ‘ective.lzmumy 1, 2013, limitations on non-sovereign-gi d operations will be
established by the Board of Executive Directors, subject to the Bank’s Non-

Sovereign-Guaranteed Business Plan and capital adequacy policy.

March 31, December 31,
2011 2010

$ 4,339 $ 4,339

............. 14,245 14,055
.............. 2,566 2,566
21,150 20,960

174 172

.............. 132 136
............. 72) (322)
............. $ 21,464 $ 21,318

........ $ 63,620 $ 63,731
33.7% 33.4%

INVESTMENT PORTFOLIO: The Bank’s investment portfolio is
mostly comprised of highly-rated debt securities and bank
deposits. Its volume is maintained at a level sufficient to en-
sure that adequate resources are available to meet future cash
flow needs. Net investment levels, after swaps, decreased
$467 million during the first three months of 2011, mainly
resulting from net cash outflows from borrowings ($1,083
million), partially offset by net cash inflows from operating
activities ($178 million), mark-to-market gains ($129 mil-
lion), net loan repayments ($201 million) and positive curren-
cy translation adjustments ($121 million).

BORROWING PORTFOLIO: The portfolio of borrowings is
mostly comprised of medium- and long-term debt raised di-
rectly in capital markets. Borrowings outstanding, after
swaps, decreased $789 million compared with December 31,
2010, primarily due to a smaller amount of new borrowings
than maturities ($1,083 million), partially offset by a net in-
crease in the fair value of borrowings and related swaps ($41
million), the accretion of discount on borrowings ($135 mil-
lion), and currency translation adjustments ($118 million).

Egurry: Equity at March 31, 2011 was $21,150 million, an
increase of $190 million from December 31, 2010, reflecting
the net income of the period.

RESULTS OF OPERATIONS

Table 2 shows a breakdown of Operating Income. For the
three months ended March 31, 2011, Operating Income was
$340 million compared to $404 million for the same period
last year, a decrease of $64 million. This decrease was mainly
due to lower net interest income, lower net investment gains
and an increase in non-interest expense, partially offset by a
decrease in provision for loan and guarantee losses.
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The Bank had net interest income of $329 million during the
first three months of 2011, compared to $344 million for the
same period last year. The decrease of $15 million was sub-
stantially due to lower net interest income from loans. The
lending spread on most of the Bank’s loans decreased from
0.95% during the first three months of 2010 to 0.80% during
the same period this year.

The Bank's trading investments portfolio contributed net
mark-to-market gains of $129 million during the period,
compared to $199 million for the same period in 2010, a de-
crease of $70 million, mostly due to a slowdown in the re-
covery of the financial markets.

Table 2: OPERATING INCOME
(Expressedin millions of United States dollars)

Three months ended

March 31,
2011 2010
Loan interest income $ 410 $ 44
Investment interest income 24 48
Other interest income 25 -
459 489
Less:
Borrowing expenses 130 145
Net interest income 329 344
Other loan income 13 13
Net investment gains 129 194
Other expenses:
Provision for loan and guarantee losses 2 26
Net non-interest expense 129 121
Total 131 147

Operating Income

The average interest-earning asset and interest-bearing liabili-
ty portfolios, after swaps, and the respective financial returns
and costs for the three months ended March 31, 2011 and

$ 340 $ 404

2010 and the year ended December 31, 2010 are shown in
Table 3.

Table 3: ASSEI/LIABILITY PORTFOLIOS AND FINANCIAL RETURNS/COSTS
(Amounts expressed in millions of United States dollars)

Three months ended Three months ended Year ended
March 31,2011 March 31,2010 December 31,2010
Average Return/Cost Avwerage Return/Cost Awerage Return/Cost
balance % balance %o balance Yo
Loans " $62,775 265 $ 58,037 3.09 $ 58,732 301
Liquid investments ©¢’ 16,705 3.83 19,479 5.23 19,631 3.37
Total earning assets $ 79,480 2.90 $ 77,516 3.63 $ 78,363 3.10
Borrowings $ 57,721 0.92 $ 57,186 1.03 $ 57,555 0.96
Net interest margin @ 1.68 1.80 1.79

O Excludes loan fees.
@ Geometrically-linked time-weighted returns.
® Includes gains and losses.

) Represents net interest income as a percent of average earning assets.
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COMMITMENTS

GUARANTEES: The Bank makes partial non-trade related
guarantees with or without a sovereign counter-guarantee. In
addition, the Bank provides credit guarantees without sove-
reign counter-guarantee for trade-finance transactions under
its Trade Finance Facilitation Program. During the three
months ended March 31, 2011, there were no non-trade-
related guarantees approved without sovereign counter-
guarantee (2010 — two for $53 million). Also, the Bank issued
46 trade-related guarantees for a total of $101 million (2010 —
32 guarantees issued for a total of $53 million).

CONTRACTUAL OBLIGATIONS: The Bank’s most significant
confractual obligations relate to undisbursed loans and the
repayment of borrowings. At March 31, 2011, undisbursed
loans amounted to $22,164 million and the average maturity
of the medium- and long-term borrowing portfolio, afier
swaps, was 4.6 years with contractual maturity dates through
2040°.

LIQUIDITY MANAGEMENT

During the first three months of 2011 market indices in some
of the world’s major economies continued to show signs of
moderate improvement while the devastating earthquake in
Japan, geopolitical risks in the Middle East and North Aftica,
rising food and commodity prices, and growing fiscal prob-
lems in a number of European countries were cause for con-
cem in global markets.

Exposure to structured assets was further reduced through
repayments at par. Valuations on the remaining portfolio
continue to be impacted by market factors, such as uneven
liquidity, rating agency actions, and the prices at which actual
transactions occur. The Bank continues to maximize, where
possible, the use of the market inputs in the valuation of its
investments, including external pricing services, independent
dealer prices, and observable market yield curves.

During the three months ended March 31, 2011, the Bank
recognized $129 million of mark-to-market gains in its trad-
ing investments portfolio (2010 — $199 million). These in-
vestment gains substantially relate to further recoveries in the
$2,828 million asset-backed and mortgage-backed securities
portion of the portfolio. Although liquidity for this portion of
the portfolio remains limited and valuations continue to be
highly discounted, as of March 31, 2011, 34.0% is still rated
AAA, 76.0% is rated investment grade, and except for $0.4
million of principal losses during the period, the portfolio
continued to perform. In addition, during the first three
months of the year, the Bank’s holdings of these securities
were further reduced by repayments at par of $313 million
(2010 - $346 million). Table 4 shows a breakdown of the
trading investments portfolio at March 31, 2011 and Decem-
ber 31, 2010 by major security class together with unrealized
gains and losses included in Income from Investments — Net
gains on securities held at the end of the respective periods.

Table 4: TRADING INVESTMENTS PORTFOLIO BY MAJOR SECURITY CLASS
(Expressed in millions of United States dollars)

March 31,2011 December 31,2010

Unrealized Unrealized
Fair Gains Fair Gains
Value (Losses) @ valye (Losses) @
Obligations of the United States Government and

its corporations and agencies $ 1,170 $ - $ 822 $ -
U.S. govemment-sponsored enterprises 714 N 505 (@)
Obligations of non-U.S. governments and agencies 7,005 1 7,045 8
Bank obligations 4,902 23 5,054 (10)
Mortgage-backed securities 1,826 43 1,925 165
U.S. residential 575 21 573 87
Non-U.S. residential 757 m 875 21
U.S. commercial 183 5 182 44
Non-U.S. commercial 3 18 295 13
Asset-backed securities 1,002 41 1,043 106
Collateralized loan obligations 614 2 633 64
Other collateralized debt obligations 169 17 152 30
Other asset-backed securities 219 2 258 12
Total trading investments $ 16,619 $ 107 $ 16,394 $ 262

O [ncludes accrued interest of $43 million at M arch 31, 2011 and $38 million at December 31, 2010, presented in the Condensed Balance

Sheet under Accrued interest and other charges.

2 Represents unrealized gains and losses included in Income from Investments-Net gains for the corresponding period.

4
The maturity structure of medium- and long-term borrowings outstanding at the end
of 2010 is presented in Appendix I-4 to the December 31, 2010 financial statements.
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COMMERCIAL CREDIT RISK

Commercial credit risk is the exposure to losses that could
result from the default of one of the Bank’s investment, trad-
ing or swap counterparties. The main sources of commercial
credit risk are the financial instruments in which the Bank
invests its liquidity. In accordance with its conservative risk
policies, the Bank will only invest in high quality debt in-
struments issued by governments, government agencies, mul-
tilateral organizations, financial institutions, and corporate
entities, including asset-backed securities.

Table 5 provides details of the estimated credit exposure on
the Bank’s investment and swap portfolios, net of collateral
held, by counterparty rating category. As of March 31, 2011,
the credit exposure amounted to $16,504 million, compared
to $17,138 million as of December 31, 2010. The credit quali-
ty of the portfolios continues to be high, as 89.6% of the
counterparties are rated AAA and AA, 4.6% are rated A,
1.6% are rated BBB, and 4.2% are rated below BBB, com-
pared to 90.6%, 4.2%, 1.4% and 3.8%, respectively, at De-
cember 31, 2010.

Table S: Credit Exposure, Net of Collateral Held, by Counterparty Rating Category
(Amounts expressed in millions of United States dollars)

March 31, 2011
Total
Investments Exposure on
~Governments ABS and Net Swap Investments % of
Counterparty rating and Agencies Banks MBS Exposure and Swaps Total
AAAD $ 6,310 $ 995 $ 959 $ - $ 8264 50.1%
AA 1,887 3,375 791 472 6,525 39.5%
A - 596 139 25 760 4.6%
BBB 13 - 261 - 274 1.7%
BB - - 177 - 177 1.1%
B - - 127 - 127 0.8%
ccC - - 250 - 250 1.5%
CC and below - - 127 - 127 0.7%
Total $ 8210 $ 4,966 $ 2,831 $ 497 $ 16,504 100.0%
® Includes $1,294 million of Governments and agencies rated A1+, the highest short-term rating.
December 31, 2010
Total
Investments Exposure on
Governmenis ABS and Net Swap Investments % of
Counterparty rating and Agencies Banks MBS Exposure and Swaps _ Total
AAAD $ 6,564 $ 973 $ 1,138 $ - $8,675 50.6%
AA 1,832 3,568 803 644 6,847 40.0%
A 13 521 140 52 726 42%
BBB - 81 154 - 235 1.4%
BB - - 194 - 194 1.1%
B - - 92 - 92 0.5%
CCC - - 240 - 240 1.4%
CC and below - - 129 - 129 0.8%
Total $ 8409 $ 5,143 $ 2,890 $ 696 $ 17,138 100.0%

M Includes $1,896 million of Governments and agencies rated Al+, the highest short-term rating.

OTHER DEVELOPMENTS DURING THE QUARTER

BOARD OF GOVERNORS APPROVED TRANSFERS: As part of
the Bank’s general increase in resources currently underway,
the Board of Governors agreed, in principle and subject to
annual approvals by the Board of Governors and in accor-
dance with the Agreement, to provide $200 million annually
in transfers of Ordinary Capital income to the IDB Grant
Facility, beginning in 2011 and through 2020. At its annual
meeting in Calgary, Canada, in March 2011, the Board of

Governors approved the $200 million transfer corresponding
t02011.

FINANCIAL REFORM - THE DODD-FRANK WALL STREET
REFORM AND CONSUMER PROTECTION ACT: On July 21,
2010, the President of the United States of America signed
into law the Dodd-Frank Wall Street Reform and Consumer
Protection Act. The Bank continues assessing the impact of
this financial regulatory reform on its operations.
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PATIENT PROTECTION AND AFFORDABLE CARE ACT (THE
PPACA) AND THE HEALTH CARE AND EDUCATION
RECONCILIATION ACT OF 2010 (HCERA): In March 2010,
the President of the United States of America signed into law
the PPACA and the HCERA. The new legislation seeks to
reform the U.S. health care system and its various provisions
will be regulated and become effective over the following
several years. It is the Bank’s intention to implement provi-
sions of the legislation to the extent not already reflected in
the Bank’s employee medical insurance program and as may
be deemed appropriate given its status as an international
organization. The Bank continues to closely monitor the im-
plementation of the legislation. Management believes that the
impact of the legislation will not be material to the Bank’s
financial position and results of operations.
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ORDINARY CAPITAL
INTER-AMERICAN DEVELOPMENT BANK

CONDENSED BALANCE SHEET
(Expressed in millions of United States dollars)

March 31, December 31,
2011 2010
(Unaudited)
ASSETS
Cash and investments
Cash- NOLE P.....oitiiii e et e e e e s 3 224 $ 242
Investments - Trading - Notes C, G, Hand P.................coooiiiiniiiincees 16,576 $ 16,800 16,356 $ 16,598
Loans outstanding - Notes D and E......ccccovviiiiiiinnineieciiinieeiierncrenicrnocnonnenns 62,894 63,007
Allowance for [0an 10SSeS............cc.iviviiiiiiiiiiii e (154) 62,740 (145) 62,862
Accrued interest and other charges.........ccccovvvveniiiiiiiiniiiicciniiiericiecuiesiee. 959 865
Receivable from MemDers.....c.oveviviinireiiiiinireiinieiiiereasirisiesssssosnisnssesressses 372 378
Currency and interest rate swaps - Notes G, H, I and P
Investments - trading.............c.oeiiiiiiiiiiiiinii L 9 7
Loans............c........ 80 38
Borrowings. .. 5,716 5,805 5,887 5,932
Other assets.... 672 582
TOUA ASSELS. ...ueererrrurereoruansecorsaeneccanressssessssssraressssnusssssasssssessnsnssssaens $ 87,348 $ 87,217
LIABILITIES AND EQUITY
Liabilities
Borrowings - Notes F, G, I and P
SROIEITN. ....eeitit it e e e ce b e S 20 $ 30
Medium- and long-term:
Measured at fair value..........c.ooiviiiiiit i e e 52,196 52,846
Measured at amortized COSE............oceuiiiiiiiiiiiiiiiiiiii e 9,756 $ 61,972 10,077 $ 62,953
Currency and interest rate swaps - Notes G, H, I and P
Investments - trading..............o.oooiiiiiiiiiii 84 55
612 693
829 808
Other . et er s aen e 115 1,640 72 1,628
Payable for investment securities purchased and cash collateral received.. 781 13
Amounts payable to maintain value of currency holdings.................... 536 535
Due to IDB Grant Facility - Note J... 272 72
Accrued interest on borrowings.... 546 555
Other labilities. .......o..ueeiiiii ettt e 451 501
Total liabilities ............. veereos ceveresenes cevereres ceeresnea 66,198 66,257
Equity
Capital stock - Note K
Subscribed 8,702,335 Shares. ...........oouvviiiiiiiiiiiiiiiii v 104,980 104,980
Less callable portion. .......... . (100,641) (100,641)
Paid-in capital SLOCK. ... .....euiiviriiiiiiiiriii i e 4,339 4,339
Retained €arnings. ...........ooouuiiiiiiiiiiii it 15,961 15,771
Accumulated other comprehensive income.. . 850 21,150 850 20,960
Total liabilities and equity.......... eerereenersreneennn etneerenevrraeneraasteraeeesaseras $ 87,348 $ 87,217
g————— Ea——-—2

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

CONDENSED STATEMENT OF INCOME AND RETAINED EARNINGS
(Expressed in millions of United States dollars)

Three months ended

March 31,
2011 2010
(Unaudited)
Income .
Loans, after swaps -Notes Dand G........cc.ooviiiiiiiiiiirir e et ece e $ 423 $ 454
Investments - Note C
INtETESt. Lttt et e e er e 24 48
NEE BAINS .. oit it citie it ettt ettt e e et e e ea e 129 194
Other INterest MCOME. . .o.uuiiitiiiititiiinie et et et ee s e ee e 25 -
(0 13 11<) SO PRSP 9 9
TOLALIMCOMIE .. ... .. . ieiieiit et e ee e e e e e e et st e eeser e e e et et e sesaraeneaeanes 610 705
Expenses
Borrowing expenses, after swaps -Notes Fand G...........coocoviiiiiiiiniinin 130 145
Provision for loan and guarantee losses -Note E..............cocoviiin.. 2 26
AdMINISIIAtIVE EXPEIISES .. iurenrrinreetaenreenteeererneenrtreeeanreeseeraeerasaensnanns 128 123
) G103 (074 ¢ 1 1 PPN 10 7
T Ol @XPENSES . eeeveeeeeesetnceeaetteeesae e ees e e aeeee e e ae e ees e nen e e eaaes 270 301
Income before Net fair value adjustments on non-trading
portfolios and Board of Governors approved transfers........ceveceeieecicnennnnsn 340 404
Net fair value adjustments on non-trading portfolios - Notes F, GandL........... 50 an
Board of Governors approved transfers - Note J......cccoceeieirencrricnsecnnss cresens 200) -
Netincome..........cc.ccu.e... N vees 190 387
Retained earnings, beginning of period............ Ssessocesscsnsssansonatsannsansossnsss 15,771 15,441

Retained earnings, end of period....... eetestaererscneesrnreentesenresarsrieeararsasnrans $15,961 $ 15,828

CONDENSED STATEMENT OF COMPREHENSIVE INCOME
(Expressed in millions of United States dollars)

Three months ended

March 31,
2011 2010
(Unaudited)
Net inCome....ccuvueiuencresrnnneces Ceeereessassnnsenans estesteetatsteniitorranttenssnsananes $ 190 $ 387
Other comprehensive income (loss)
Transiation adjustments.........o.oooiiuiiiiiii e - (28)
Total other comprehensive income (I0SS).....vceeieeruieiiniiiiiiiiiiie e eeeennen - (28)
Comprehensive income.................. cesserensrrcenastene Cetecersntsensstattsessterasane $ 190 $ 359

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

CONDENSED STATEMENT OF CASH FLOWS
(Expressed in millions of United States dollars)

Three months ended

March 31,
2011 2010
(Unaudited)
Cash flows from lending and investing activities
Lending:
Loan disbursements (net of participations)............ccoccvvviiiniinieinnnnnt $ (@721) $ (933)
Loan collections (net of participations)...........cc.ccoeevviieniiiinnnn.. 922 982
Net cash provided by lending activities.............ccooiiiiiiiiininnen.. 201 49
Gross purchases of held-to-maturity investments...............ccoeveeienaen. - (1,405)
Gross proceeds from maturities of held-to-maturity investments........... - 1,425
Miscellaneous assets and liabilities............ 51 (84)
Net cash provided by (used in) lendmg and mvestmg activities........... 150 (15)
Cash flows from financing activities
Medium- and long-term borrowings:
Proceeds frOmMISSUANCE. .....oviiiiiiiiei i e aeeeees 896 4,637
Repayments.. B U PPN 1.,969) (5.837)
Short-termborrowmgs net.. 10) )
Cash collateral received.. 32
Collections of receivable frommembers - 4
Net cash used in financing activiti€s...........ocoeeiiiiieriiciiiiiiiiinnnnine (1,051) (1,198)
Cash flows from operating activities
Gross purchases of trading investments.. (6,128) (9,194)
Gross proceeds from sale or maturity oftradmg investments............... 6,832 10,275
Loan income collections, after swaps..........cocociviiiiniiiiiiiiiieineiiaenn, 346 374
Interest and other costs of borrowings, afterswaps....................c..... “4) (204)
Income frominvestments...........ooiiiiiiiiiiiiii e 34 40
Other interest NCOME. ... couiiemtiiiiiint it ae et e eee e ie e vaaes 26 -
OtheriNCOME. ....coeii e e te v e een e aeen 9 9
AdminiStrative EXPENSES .. .coiuir it aeiteeeieiieaearteareraeateeareeeannaennens (131) (134)
Specna]programs/ a2 ®
Net cash provided by operating activities............cccooeviii i, 882 1,158
Effect of exchange rate fluctuations oncash............................ 1 (D
Netdecrease in cash........... oot veeen (18) (56)
Cash, beginning of year..................... 242 242
Cash, end of Period...........coooiiiiiiieie et $ 224 $ 186

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

NOTES TO THE CONDENSED QUARTERLY FI-
NANCIAL STATEMENTS (UNAUDITED)

NOTE A - FINANCIAL INFORMATION

The primary activities of the Inter-American Development
Bank (the Bank) are conducted through the Ordinary Capital,
which is supplemented by the Fund for Special Operations
(FSO), the Intermediate Financing Facility Account, and the
IDB 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 conjunction
with the December 31, 2010 financial statements and notes
therein. Management believes that the condensed quarterly
financial statements reflect all adjustments necessary for a fair
presentation of the Ordinary Capital’s financial position and
results of operations in accordance with accounting principles
generally accepted in the United States of America (GAAP).
The results of operations for the first three months of the cur-
rent year are not necessarily indicative of the results that may
be expected for the full year.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNT-
ING POLICIES

The financial statements are prepared in conformity with
GAAP. The preparation of such financial statements requires
Management to make estimates and assumptions that affect
the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and ex-
penses during the reporting period. Actual results could differ
from these estimates. Significant judgments have been made
in the valuation of certain financing instruments, the determi-
nation of the adequacy of the allowances for loan and guaran-
tee losses, and the determination of the projected benefit obli-
gations of the pension and postretirement benefit plans, the
fair value of plan assets, and the funded status and net period-
ic benefit cost associated with these plans.

New accounting pronouncements

In January 2011, the Financial Accounting Standards Board
(FASB) issued Accounting Standard Update (ASU) No.
2011-01 “Deferral of the Effective Date of Disclosures about
Troubled Debt Restructurings in Update No. 2010-20.” This
update temporarily defers the effective date of the disclosure
requirements for public entities about troubled debt restruc-
turing in ASU No. 2010-20, to be concurrent with the effec-
tive date of the guidance for determining what constitutes a
troubled debt restructuring, as presented in proposed ASU
“Clarifications to Accounting for Troubled Debt Restructur-
ings by Creditors.”

NOTE C - INVESTMENTS

As part of its overall portfolio management strategy, the Bank
invests in government, agency, corporate, and bank obliga-
tions, asset-backed and mortgage-backed securities, and re-
lated financial derivative instruments, primarily currency and
interest rate swaps.

For government and agency obligations, including securities
issued by an instrumentality of a government or any other
official entity, the Bank’s policy is to invest in obligations
issued or unconditionally guaranteed by governments of cer-
tain countries with a minimum credit quality equivalent to a
AA- rating (agency asset-backed and mortgage-backed secur-
ities require a credit quality equivalent to a AAA rating). Ob-
ligations issued by multilateral organizations require a credit
quality equivalent to a AAA rating. In addition, the Bank
invests in bank obligations issued or guaranteed by an entity
with a senior debt securities rating of at least A+, and in cor-
porate entities with a minimum credit quality equivalent to a
AA- rating (asset-backed, and mortgage-backed securities
require a credit quality equivalent to a AAA rating). The
Bank also invests in short-term securities of the eligible in-
vestment asset classes mentioned above, provided that they
carry only the highest short-term credit ratings.

Net unrealized gains of $107 million on trading portfolio
instruments held at March 31, 2011 compared to $157 mil-
lion at March 31, 2010, were included in Income from in-
vestments-Net gains. Unrealized gains and losses recognized
are substantially related to the asset-backed and mortgage-
backed securities portion of the trading investments portfolio,
which at March 31, 2011 amounted to $2,828 million ($3,657
million at March 31, 2010).

During 2011, the investment portfolio continued to recover
from the financial crisis, as market indices and economic
indicators in some of the world’s major economies continued
to show signs of moderate improvement. Valuations on the
asset-backed and mortgage-backed portion of the portfolio
continue to be impacted by market factors, such as uneven
liquidity, rating agency actions, and the prices at which actual
transactions occur. The Bank continues to maximize, where
possible, the use of market inputs in the valuation of its in-
vestments, including external pricing services, independent
dealer prices, and observable market yield curves.

A summary of the trading investments portfolio at March 31,
2011 and December 31, 2010 is shown in Note H — “Fair
Value Measurements”.

NOTE D - LOANS AND GUARANTEES

LOAN CHARGES: For 2011, the Board of Executive Directors
approved a lending spread of 0.80%, a credit commission of
0.25%, and no supervision and inspection fee. These charges
apply to sovereign-guaranteed loans, excluding emergency
loans and loans under the Liquidity Program, comprising
approximately 93% of the loan portfolio, and are subject to
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annual review and approval by the Board of Executive Direc-
tors.

GUARANTEES: As of March 31, 2011, the Bank had ap-
proved, net of cancellations and maturities, non-trade related
guarantees without sovereign counter-guarantees of $1,074
million ($1,179 million as of December 31, 2010). In addi-
tion, the Bank has approved a guarantee with sovereign coun-
ter-guarantee of $60 million. During the three months ended
March 31, 2011, there were no non-trade-related guarantees
approved without sovereign counter-guarantee (2010 — two
for $53 million).

Under its non-sovereign-guaranteed Trade Finance Facilita-
tion Program (TFFP), in addition to direct loans, the Bank
provides credit guarantees on short-term trade related transac-
tions. The TFFP authorizes lines of credit in support of ap-
proved issuing banks and non-bank financial institutions, with
an aggregate program limit of up to $1 billion outstanding at
any time. During the first three months of the year, the Bank
issued 46 guarantees for a total of $101 million under this
program (2010 — 32 guarantees for a total of $53 million).

At March 31, 2011, guarantees of $811 million ($814 million
at December 31, 2010), including $199 million issued under
the TFFP ($153 million at December 31, 2010), were out-
standing and subject to call. This amount represents the max-
imum potential undiscounted future payments that the Bank
could be required to make under these guarantees. An amount
of $45 million ($45 million at December 31, 2010) of guaran-
tees outstanding has been re-insured to reduce the Bank’s
exposure. Outstanding guarantees have remaining maturities
ranging from 4 to 14 years, except for trade related guarantees
that have maturities of up to three years. No guarantees pro-
vided by the Bank have ever been called.

At March 31, 2011 and December 31, 2010, the Bank’s ex-
posure on guarantees without sovereign counter-guarantee,
net of reinsurance, amounted to $674 million and $671 mil-
lion, respectively, and was classified as follows (in millions):

March 31, December 31,

Internal Credit Risk Classification 2011 2010
Excellent........ccocoovveviieiiiinrnneininans $ 112 $ 115
Very Strong. .. 106 95
Strong.............. 75 58
Satisfactory... 273 17
Fair.............. 12 253
Weak............... " 67 118
Possible 10SS.........coocoerieiiiiiie 29 15

Total $ 674 $ 671

NOTE E — CREDIT RISK FROM LOAN PORTFOLIO

The loan portfolio credit risk is the risk that the Bank may not
receive repayment of principal and/or interest on one or more
of its loans according to the agreed-upon terms. The loan
portfolio credit risk is determined by the credit quality of, and
exposure to, each borrower.

The Bank manages two principal sources of credit risk from
its loan activities: sovereign-guaranteed loans and non-
sovereign-guaranteed loans. Approximately 95% of the loans
are sovereign-guaranteed.

SOVEREIGN-GUARANTEED LOANS: When the Bank lends to
public sector borrowers, it generally requires a full sovereign
guarantee or the equivalent from the borrowing member state.
In extending credit to sovereign entities, the Bank is exposed
to country risk which includes potential losses arising from a
country’s inability or unwillingness to service its obligations
to the Bank.

For the Bank, the likelihood of experiencing a credit event in
its sovereign-guaranteed loan portfolio is different than com-
mercial lenders. The Bank does not renegotiate or reschedule
its sovereign-guaranteed loans and historically has always
received full principal and interest due at the resolution of a
sovereign credit event. Accordingly, the probabilities of de-
fault to the Bank assigned to each country are adjusted to
reflect the Bank’s expectation of full recovery of all its sove-
reign-guaranteed loans. However, even with full repayment
of principal and interest at the end of a credit event, the Bank
suffers an economic loss from not charging interest on over-
due interest while the credit event lasts. Considering that the
Bank has had an essentially fully performing sovereign-
guaranteed loan portfolio since its establishment and, the
nature of its borrowers and guarantors, the Bank expects that
each of its sovereign-guaranteed loans will be repaid.

The credit quality of the sovereign-guaranteed loan portfolio
as of March 31, 2011 and December 31, 2010, as represented
by the long-term foreign credit rating assigned to each bor-
rower country by Standard & Poor’s (S&P), is as follows (in
millions):

March 31, December 31,

Country Ratings 2011 2010
A $ 1,053 $ 1,085
BBB.....c.ooireeieeien 34,766 28,400
BB.. i 7,501 13,950
B 16,136 16,194
OCC...ovvveeiiiiiiiinn 157 154
Total $ 59,613 3 59,783

The ratings presented above have been updated as of March
31,2011 and December 31, 2010, respectively.

NON-SOVEREIGN-GUARANTEED LOANS: The Bank does not
benefit from full sovereign guarantees when lending to non-
sovereign-guaranteed borrowers. Risk and performance for
these loans are evaluated by scoring the individual risk factors
under each of the borrower and transaction dimensions. The
major risk factors evaluated at the transaction level consider
the priority that the loans made by the Bank have in relation
to other obligations of the borrower; the type of security col-
lateralizing the agreement; and the nature and extent of the
covenants that the borrower must comply. The major credit
risk factors considered at the borrower level may be grouped
into three major categories: political risk, commercial or
project risk, and financial risk.
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The country rating is considered a proxy of the impact of the
macro-economic environment to the ability of the borrower to
reimburse the Bank and as such, it is considered a ceiling for
the transaction dimension risk rating. The credit quality of the
non-sovereign-guaranteed loan portfolio as of March 31,
2011 and December 31, 2010, excluding loans to other de-
velopment institutions, as represented by the Bank’s internal
credit risk classification system, is as follows (in millions):

Outstanding balance at

March 31, December 31, S &P/Moody's Rating
Risk Classi 2011 2010 Equivalent
Excellent................. $ 215 $ 215 BBB— /Baa3 or higher
Very Strong.. 1,068 1,059 BB+/Bal
Strong.......... 849 823 BB/Ba2
Satisfactory.. 306 312 BB --/Ba3
Fair.......... 163 163 B+/Bl
Weak......oouveiiniannn 286 261 B/B2
Possible Loss.......... 67 62 B---/B3
Impaired................. 143 140 CCC—D/Caa-D

Total $ 3,097 $ 3,035

In addition, as of March 31, 2011, the Bank has loans to other
development institutions of $184 million (2010 — $189 mil-
lion), which are rated AAA, A+ and A-.

Past due and Non-accrual loans

As of March 31, 2011, there were no loans considered past
due, and a non-sovereign-guaranteed loan with an outstand-
ing balance of $94 million ($92 million at December 31,
2010) was in non-accrual status.

Impaired loans

The Bank has non-sovereign guaranteed loans with outstand-
ing balances of $143 million classified as impaired at March
31, 2011. All impaired loans have specific allowances for
loan losses amounting to $65 million ($55 million at Decem-
ber 31, 2010).

The following table provides financial information related to
impaired loans as of March 31, 2011 and December 31, 2010
(in millions):

March 31, December 31,
2011 2010
Recorded investment
atend of period........................... $ 143 $ 140
Average recorded investment
during period......c.ccciviinininaninnnn, 143 128

In addition, a summary of financial information related to
impaired loans affecting the results of operations for the three
months ended March 31, 2011 and 2010 is as follows (in
millions):

Three months ended

March 31,
2011 2010
Loan income recognized................... $ 2 $ 2
Loan income that would have been
recognized on an accrual basis
during the period..........cocoooeerinean. 2 2

Allowance for Loan and Guarantee Losses
SOVEREIGN-GUARANTEED PORTFOLIO: A collective evalua-
tion of collectibility is performed for sovereign-guaranteed

loans and guarantees. The performance of said portfolio has
been excellent, particularly given the market credit ratings of
many of the Bank’s borrowing countries. However, in the
past the Bank has experienced delays in the receipt of debt
service payments, sometimes for more than six months. Since
the Bank does not charge interest on missed interest payments
for these loans, such delay in debt service payments is viewed
as a potential impairment as the timing of the cash flows are
not met in accordance with the terms of the loan contract.

NON-SOVEREIGN-GUARANTEED PORTFOLIO: For non-sove-
reign-guaranteed loans and guarantees, a collective loss al-
lowance is determined based on the Bank’s internal credit
risk classification system. The first step in the calculation of
the collective loan and guarantee loss allowance is the estima-
tion of an expected rate of transition of projects from non-
impaired risk categories to the impaired/default category.
This impairment/default rate is applied to each risk category.
Transitions of debt instruments from various risk categories
to impairment/default status are modeled utilizing worldwide
non-sovereign data gathered from the documented experience
of rated non-sovereign-guaranteed debt issuances of similar
risk levels.

An appropriate estimated rate of loss from projects once im-
paired is determined based upon the Bank’s specific expe-
rience gained in the assessment of the losses stemming from
impairments in its own non-sovereign-guaranteed portfolio.
Based upon (i) the impairment/default rate for each risk cate-
gory, (i) the distribution of the non-sovereign-guaranteed
portfolio in each of these categories and (iii) the loss rate once
defaulted, the required level of the collective loss allowance is
determined.

The changes in the allowance for loan and guarantee losses
for the periods ended March 31, 2011 and December 31,
2010 were as follows (in millions):

March 31, December 31,
2011 2010

Balance, beginning ofyear................... 3 172 $ 148

Provision for loan and guarantee losses ... .. 2 24
Balance,end of period .. ..................... 3 174 $ 172
Composed of:
Allowance forloanlosses .................... $ 154 $ 145
Allowance for guarantee losses .. ........... 20 27

Total $ 174 $ 172
) The alt for g losses is included in Other lisbilites in the

Condensed Balance Sheet.

As of March 31, 2011, the total allowance for loan and guar-
antee losses is composed of $8 million related to the sove-
reign-guaranteed portfolio and $166 million related to the
non-sovereign guaranteed portfolio (2010 - $8 million and
$164 million, respectively). The provision for loan and guar-
antee losses includes credits of $0 million and $2 million
related to sovereign-guaranteed loans in 2011 and 2010, re-
spectively.
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During the first quarter of 2011, there were no changes to the
Bank’s policy with respect to the allowance for loan and
guarantee losses from the prior year. Except for the small
amount of impaired loans on the non-sovereign-guaranteed
portfolio, all loans and guarantees have been collectively
evaluated for impairment. The collective allowance for loan
and guarantee losses as of March 31, 2011 amounted to $109
million (2010 - $117 million), including approximately $101
million (2010 — $109 million) related to the non-sovereign-
guaranteed portfolio.

Troubled debt restructurings

A restructured loan is considered impaired when it does not
perform in accordance with the contractual terms of the re-
structuring agreement. A loan restructured under a troubled
debt restructuring is considered impaired until its extinguish-
ment, but it is not disclosed as such unless there is a noncom-
pliance under the terms of the restructured agreement.

The Bank does not reschedule its sovereign-guaranteed loans.
During the first three months of 2011, there were no troubled
debt restructurings of non-sovereign-guaranteed loans.

NOTE F - FAIR VALUE OPTION

The Bank has elected the fair value option under GAAP for
most of its medium- and long-term debt to reduce the income
volatility resulting from previously accounting for borrowings
at amortized cost and marking to market the related borrow-
ing swaps, with changes in fair value recognized in income.
The Bank did not elect the fair value option for certain bor-
rowings that are within the same balance sheet category be-
cause they do not contribute to a mitigation of income volatil-

ity.

The changes in fair value for borrowings elected under the
fair value option have been recorded in the Condensed
Statement of Income and Retained Earnings for the three
months ended March 31, 2011 and 2010, as follows (in mil-
lions):

Three months ended

March 31,
2011 2010
Borrowing expenses, afterswaps................ $ (539) $  (501)
Net fair value adjustments on
non-trading portfolios...............cceennee. 142 (567)
Total changes in fair value
included in Net income.......................... $  (392) $ (1,068)

The difference between the fair value amount and the unpaid
principal outstanding of borrowings measured at fair value as
of March 31, 2011 and December 31, 2010, was as follows
(in millions):

March 31, December 31,
2011 2010
FRIFVARIC. ..oooov..o e $ 52674 " $ s3302
Unpaid principal outstanding, 50,862 51,133
Fair value over unpaid principal
outstanding................ccooeiiiiiniinin $ 1812 $ 2,169

" Includes accrued interest of $478 million at March 31,2011 and $456 million
at December 31, 2010.

NOTE G - DERIVATIVES

RISK MANAGEMENT STRATEGY AND USE OF DERIVATIVES:
The Bank faces risks that result from market movements,
primarily changes in interest and exchange rates that are miti-
gated through its integrated asset and liability management
framework. The objective of the asset and liability manage-
ment framework is to align the currency composition, maturi-
ty profile and interest rate sensitivity characteristics of the
assets and liabilities for each liquidity and lending product
portfolio in accordance with the particular requirements for
that product and within prescribed risk parameters. When
necessary, the Bank employs derivatives to achieve this
alignment. These instruments, mostly currency and interest
rate swaps, are used primarily for economic hedging purpos-
es, but are not designated as hedging instruments for account-

ing purposes.

A significant number of the current borrowing operations
include swaps to economically hedge a specific underlying
liability, producing the funding required (i.c., the appropriate
currency and interest rate type). The Bank also uses lending
swaps to economically hedge fixed-rate, fixed-base cost rate
and local currency loans, and investment swaps that hedge a
particular underlying investment security and produce the
appropriate vehicle in which to invest existing cash. In addi-
tion, the Bank utilizes interest rate swaps to maintain the du-
ration of its equity within a prescribed policy band of 4 to 6
years.

ACCOUNTING FOR DERIVATIVES: All derivatives are recog-
nized in the Condensed Balance Sheet at their fair value and
are classified as either assets or liabilities, depending on the
nature (debit or credit) of their net fair value amount.

The interest component of the changes in fair value of in-
vestments, lending, borrowing, and equity duration deriva-
tives is recorded in Income from Investments - Interest, In-
come from Loans, after swaps, Borrowing expenses, after
swaps, and Other interest income, respectively, over the life
of the derivative contract, with the remaining changes in the
fair value included in Income from Investments-Net gains for
investment derivatives and in Net fair value adjustments on
non-trading portfolios for lending, borrowing and equity du-
ration derivative instruments.

The Bank occasionally issues debt securities that contain
embedded derivatives; these securities are carried at fair
value.

FINANCIAL STATEMENTS PRESENTATION: The Bank’s deriva-
tive instruments as of March 31, 2011 and December 31,
2010, and their related gains and losses for the three months
ended March 31, 2011 and 2010, are presented in the Con-
densed Balance Sheet, the Condensed Statement of Income
and Retained Earnings and the Condensed Statement of
Comprehensive Income as follows (in millions):
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Condensed Balance Sheet

Derivatives not Designated

March 31,2011 ¥

December 31,2010 ¥

as Hedging Instruments Balance Sheet Location Assets Liabilities Assets Liabilities
Currency Swaps Currency and interest rate swaps
Investments - Trading $ 2 67 $ - $ 29
Loans 14 295 10 249
Borrowings 4,689 631 4,596 640
Accrued interest and other charges 246 8 182 (12)
Interest Rate Swaps Currency and interest rate swaps
Investments - Trading 7 17 7 26
Loans 66 317 28 444
Borrowings 1,027 198 1,291 168
Other - 115 - 72
Accrued interest and other charges 133 22 189 36
$ 6,184 1,654 $ 6,303 $ 1,652

W Balances are reported gross, prior to counterparty netting in accordance with existing master netting derivative agreements.

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

Derivatives not Designated

Three months ended March 31,

as Hedging Instruments Location of Gain (Loss) from Derivatives 2011 2010
Currency Swaps
Investments - Trading Income frominvestments:
Interest $ 6) $ )
Net gains 18 -
Loans Income from loans, after swaps 23) (16)
Net fair value adjustments on non-trading portfolios (33) (85)
Bomrowings Borrowing expenses, after swaps 291 289
Net fair value adjustments on non-trading portfolios 33 443
Other comprehensive income (loss)-Translation
adjustments 4 9
Interest Rate Swaps
Investments - Trading Income frominvestments:
Interest 6) “)
Net gains 7 ©
Other comprehensive income (loss)-Translation
adjustments 48 2
Loans Income from loans, after swaps (103) 93)
Net fair value adjustments on non-trading portfolios 165 (170)
Borrowings Borrowing expenses, after swaps 217 197
Net fair value adjustments on non-trading portfolios (310) 197
Other comprehensive income (loss) -Translation
adjustments 6 (U}
Other Other interest income 25 -
Net fair value adjustments on non-trading portfolios 43) -
$ 194 $ 755

The Bank is not required to post collateral under its derivative
agreements as long as it maintains a AAA credit rating. Should
the Bank credit rating be downgraded from the current AAA,
the standard swap agreements detail, by swap counterparty,
the collateral requirements that the Bank would need to satisfy

in this event. The aggregate fair value of all derivative in-
struments with credit-risk related contingent features that are
in a liability position on March 31, 2011 is $211 million
(after consideration of master netting derivative agreements).
If the Bank was downgraded from the current AAA credit
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rating to AA+, it would be required to post collateral in the

amount of $61 million at March 31, 2011.

The following tables provide information on the contract
value/notional amounts of derivative instruments as of March
31, 2011 and December 31, 2010 (in millions). Currency
swaps are shown at face value and interest rate swaps are
shown at the notional amount of each individual payable or
receivable leg. Included in the other category are interest rate
swaps used to maintain the equity duration within policy lim-

its.
March 31,2011

Derivative type/ Currency swaps Interest Rate swaps
Rate type Receivable Payable Receivable Payable
Investments - trading

Fixed............. $ - $ 144 $ - $ 1821

Adjustable........ 1,391 - 1,821 -
Loans

Fied............. - 1,000 185 12,805

Adjustable........ 2,092 1,275 12,805 185
Bormowings

Fixed............. 21,953 218 30,321 349

Adjustable .. ...... 7,024 24,180 5814 35,207
Other

Fixed.......... - ~ 5,345 -

Adjustable . . ... - - - 5,345

December 31, 2010

Derivative type/ Currency swaps Interest Rate swaps
Rate type Receivable Payahle Receivable Payahle
Investments - trading

Fixed............. $ - $ 618 $ - $ 1,87

Adjustable ........ 611 . 1,867 -
Loans

Fixed............. - 889 183 13,316

Adjustable ........ 2,007 1,228 13,316 183
Borrowings

Fixed............. 21,456 217 30,188 349

Adjustable .. .. .... 7,573 24,491 5,815 35,071
Other

Fixed.......... - - 5495 -

Adjustable .. ... - - - 5,495

NOTE H - FAIR VALUE MEASUREMENTS

The framework for measuring fair value establishes a fair val-
ue hierarchy that prioritizes the inputs to valuation techniques
used to measure fair value. The hierarchy gives higher priori-
ties to unadjusted quoted prices in active markets for identical
and unrestricted assets or liabilities (Level 1) and adjusted
quoted prices in markets that are not active, or inputs that are
observable, either directly or indirectly, for similar assets or
liabilities (Level 2), and the lowest priority to unobservable

inputs (i.e., supported by little or no market activity) (Level 3).

The Bank’s investment instruments valued based on quoted
market prices in active markets, a valuation technique consis-
tent with the market approach, include obligations of the Unit-
ed States and Japanese governments. Such instruments are
classified within Level 1 of the fair value hierarchy. As re-
quired by the framework for measuring fair value, the Bank

does not adjust the quoted price for such instruments.

Substantially all other Bank investment instruments are va-
lued based on quoted prices in markets that are not active,
external pricing services, where available, solicited bro-
ker/dealer prices, or prices derived from alternative pricing
models, utilizing discounted cash flows. These methodolo-
gies apply to investments, including government agencies
and corporate bonds, asset-backed and mortgage-backed
securities, bank obligations, and related financial derivative
instruments (primarily currency and interest rate swaps).
These instruments are classified within Level 2 of the fair
value hierarchy and are measured at fair value using valua-
tion techniques consistent with the market and income ap-
proaches.

The main methodology of external pricing service providers
involves a “market approach” that requires a predetermined
activity volume of market prices to develop a composite
price. The market prices utilized are provided by orderly
transactions being executed in the relevant market; transac-
tions that are not orderly and outlying market prices are fil-
tered out in the determination of the composite price. Other
external price providers utilize evaluated pricing models that
vary by asset class and incorporate available market infor-
mation through benchmark curves, benchmarking of like
securities, sector groupings, and matrix pricing to prepare
valuations.

Investment securities are also valued with prices obtained
from brokers/dealers. Brokers/dealers’ prices may be based
on a variety of inputs ranging from observed prices to pro-
prietary valuation models. The Bank reviews the reasonabili-
ty of brokers/dealers’ prices via the determination of fair
value estimates from internal valuation techniques.

Medium-and long-term borrowings elected under the fair
value option and all currency and interest rate swaps are
valued using quantitative models, including discounted cash
flow models as well as more advanced option modeling
techniques, when necessary depending on the specific struc-
tures, that require the use of multiple market inputs including
market yield curves, and/or exchange rates, interest rates and
spreads to generate continuous yield or pricing curves and
the spot price of the underlying volatility and correlation.
Significant market inputs are observable during the full term
of these instruments. Correlation and items with longer te-
nors are generally less observable. The Bank considers, con-
sistent with the requirements of the framework for measur-
ing fair value, the impact of its own creditworthiness in the
valuation of its liabilities. These instruments are classified
within Level 2 of the fair value hierarchy in view of the ob-
servability of the significant inputs to the models and are
measured at fair value using valuation techniques consistent
with the market and income approaches.

Level 3 investment, borrowing and swap instruments, if any,
are valued using Management’s best estimates utilizing
available information including (i) external price providers,
where available, or broker/dealer prices; when less liquidity
exists, a quoted price is out of date or prices among bro-
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kers/dealers vary significantly, other valuation techniques may
be used (i.e., a combination of the market approach and the
income approach) and (ii) market yield curves of other instru-
ments, used as a proxy for the instruments’ yield curves, for
borrowings and related swaps. These methodologies are valua-
tion techniques consistent with the market and income ap-
proaches.

Financial assets:

The following tables set forth the Bank’s financial assets and
liabilities that were accounted for at fair value as of March
31, 2011 and December 31, 2010 by level within the fair
value hierarchy (in millions).

Fair Value
Measurements
Assets March 31,2011 Level 1 Level 2 Level 3
Investments - Trading:
Obligations of the United States Government and
its corporations and agencies . ........c.oeereueiinriaenernnns $ 1,170 $ 591 $ 579 $ -
U.S. government-sponsored enterprises..............oevueeee. 714 - 714 -
Obligations of non-U.S. govemments and agencies........ 7,005 187 6,818 -
Bank obligations .........c.coceeiinennne 4,902 - 4,902 -
Mortgage-backed securities 1,826 - 1,819 7
US.residential..........ccooeiiiiiiiiiiii e 575 - 575 -
Non-U.S. residential 757 - 750 7
U.S. commercial...........coooviviiiiiiiiiiiniiiicininen 183 - 183 -
Non-U.S. commercial..........occeveniineinieiiieineneeininennns 311 - 311 -
Asset-backed securities 1,002 - 904 98
Collateralized loan oblgations............coceevenevvennrannins 614 - 614 -
Other collateralized debt obligations...........cccoeeeuvnnan 169 - 71 98
Other asset-backed securities .. .........cc.eeeeiereninreennnns 219 - 219 -
Total Investments - Trading...........ccoovnvenieiiiiiiinnene. 16,619 778 15,736 105 .
Currency and interest rate SWaPS........ceevverrerrereenenerennnnn 6,184 - 6,184 -
TOtal .o e e $ 22,803 $ 778 $ 21,920 $ 105

™ 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 $43 million for trading investments and $379 million for currency and interest rate swaps.

Financial assets:

. Fair Value
Measurements
Assets December 31,2010 Level 1 Level 2 Level 3
Investments - Trading:

Obligations of the United States Government and
its corporations and agencies......... $ 822 $ 822 $ - $ -
U.S. government-sponsored enterprises............ 505 - 505 -
Obligations of non-U.S. governments and agencies.. 7,045 430 6,615 -
Bank obligations ........cvvueevvenriierienmeeiriiineienenianans 5,054 - 5,054 -
Mortgage-backed securities 1,925 - 1,916 9
U.S.residential........oooooiiiniiiiiiiiiiiniiei e, 573 - 573 -
Non-U.S. residential............coovivieiieniiieenrieniennenns 875 - 866 9
U.S. commercial.........coouiiininiiiiiniiiir i iirir e 182 - 182 -
Non-U.S. commercial.........cccccvveiniiininieniiiiiinniennnan. 295 - 295 -
Asset-backed securities 1,043 - 952 91
Collateralized loan obligations.............cccocevveiinianann. 633 - 633 -
Other collateralized debt obligations......................... 152 - 62 90
Other asset-backed securities..........cocoveviiieninnrennnn, 258 - 257 1
Total Investments - Trading.................. 16,394 1,252 15,042 100
Currency and interest rate SWapS.........cceeeeeeervereereenrnens 6,303 - 6,303 -
TOtAl ..ot e e e e e $ 22,697 $ 1,252 $ 21,345 3 100

() Represents the fair value of the referred assets, including their accrued interest presented on the Condensed Balance Sheet under Accrued interest and

other charges of $38 million for trading investments and $371 million for currency and interest rate swaps.
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Financial liabilities:

Fair Value
Measurements
Liabilities March 31,2011" Lewel 1 Level 2 Level 3
Borrowings measured at fairvalue..................cccoeeeenn $ 52,674 $ - $ 52674 $ -
Currency and Interest rate SWaps .........o.oeeevnieieennninnnens 1,654 - 1,654 -
Total . e 3 54,328 3 - $ 54,328 $ -

(" Represents the fair valuc of the referred liabilitics, including their accrued interest presented in the Condensed Balance Sheet under Accrued interest on
borrowings of $478 million for borrowings and under Accrued interest and other charges of $14 million for currency and interest rate swaps.

Fair Value
Measurements
Liabilities December 31,2010 Level 1 Lewel 2 Level 3
Borrowings measured at fairvalue . ..................... $ 53,302 $ - $ 53302 $ -
Currency and interest rate swaps. ...................... 1,652 - 1,652 -
Total. ... e e 3 54,954 $ - $ 54954 $ -

) Represents the fair value of the referred liabilities, including their accrued interest presented on the Condense Balance Sheet under Accrued interest on
borrowings of $456 million for borrowings and under Accrued interest and other charges of $24 million for currency and interest rate swaps.

The tables below show a reconciliation of the beginning and
ending balances of all financial assets and financial liabilities
measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) for the three months ended
March 31, 2011 and 2010 (in millions). In addition, the
tables show the total gains and losses included in Net income
as well as the 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, 2011 and 2010 (in
millions) and a description of where these gains or losses are
reported in the Condensed Statement of Income and Retained
Earnings, as applicable.

Financial assets:
Three ths ended March 31,
2011 2010
Fair Value Measurements Using Significant Fair Value Measurements Using Significant
Unobservable Inputs (Level 3) Unobs ervahle Inputs (Level 3)
Currency and Currency and
Investments - Interest Rate Investments - Interest Rate
Trading S waps Total Trading Swaps Total
Balance, beginning of period ........cc.ccovveeveniiviieeinenns $ 100 $ - $ 100 $ 104 $ 20 $ 124
Total gains (losses) included in:
Net iNCOME. . .e.viueneiieneeeienveeen e 11 - 11 9 - 9
Other comprehensive income (I088)..........coevvninnn 3 - 3 3) - 3)
SELtIEMENTS .. ..ot oo eee et e ®) - © @ - (O]
Transfers outoflevel 3 . ... - - - - (20) (20)
Balance, end of period................coiiin $ 105 $ - $ 105 $ 106 $ - $ 106
Total gains (losses) for the period included in
Net income attributable to the change in
unrealized gains or losses related to assets
still held at the end ofthe period............................ $ 11 $ - $ 11 $ 8 $ - 3 8
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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 31,

2011 2010
Change in Change in
Total Gains Unrealized Total Gains Unrealized
(Losses) Gains (Losses) (Losses) Gains (Losses)

included in Net related to Assets included in Net related to Assets
Income for the Still Held at End Income for the Still Held at End
Period of Period Period of Period
Income frominvestments.............oooooiiiiiiiiiiiin., $ 11 $ 11 $ 9 3 8
TOtal .o e 3 11 3 11 $ 9 $ 8
Financial Liabilities:
Three months ended March 31,
2011 2010

Fair Value Measurements Using Significant

Unobservable Inputs vel 3

Fair Value Measurements Using Significant
Unohs ervable Inputs (Level 3)

Borrowings Currency and Borrowings Currency and
Measured at Interest Rate Measuredat  Interest Rate
Fair Value Swaps Total Fair Value Swaps Total
Balance, beginning of period.........ccocovvvvieriineeneenene $ - $ - $ - $ 282 $ 27 $ 309
Transfers out oflevel3 ............ - - - (282) 27 309
Balance, end of period.........coeeeeeiiieieiiieiieeeeiieereeieaeee. $ - $ - $ - $ - $

NOTE I — NET FAIR VALUE ADJUSTMENTS ON
NON-TRADING PORTFOLIOS

Net fair value adjustments on non-trading portfolios on the
Condensed Statement of Income and Retained Earnings for
the three months ended March 31, 2011 and 2010 comprise
the following (in millions):

Three months ended
—_March31,
2011 2010
Change in fair value of derivative
instruments due to movements in:

Exchange rates...........ccovvviinnireniiiniieiieenene, $ 206

Interest rates............oceeieeiveeneiieeeeaeenss 179
Total change in fair value of derivatives................. 385
Change in fair value of borrowings due

to movements in:

Exchange rates (262) (361)

Interest rates..... 404 (06)
Total change in fair TN 142 (567)
Currency transaction gains on borrowings

and loans at amortized oSt ......c..coveiienrrrennenn. 9% 164
Amortization of borrowing and loan

basis adjustments............ - 1

Total e s $ 50 $ 1172

Net fair value losses on non-trading derivatives resulting from
changes in interest rates were $353 million for the first three
months 0f 2011, as a result of an overall increase in long-term
swap interest rates in the global markets, compared to year-
end 2010 levels. These losses were offset by fair value gains
on borrowings of $404 million. The income volatility related
to movements in interest rates, which amounted to a gain of

$51 million for the three months period ended March 31,
2011 compared to a loss of $27 million for the same period
last year, was primarily due to fair value gains on lending
swaps ($209 million), which were partially compensated by
losses associated with changes in the Bank’s credit spreads on
the borrowings portfolio (approximately $100 million) and
losses on equity duration swaps ($43 million).

The Bank’s 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 2011, exchange rate changes increased the value of
borrowings and loans, resulting in a net loss of $166 million
(2010 — $197 million), which was offset by a net gain from
changes in the value of the borrowing and lending swaps of
$165 million (2010 — $206 million).

NOTE J - BOARD OF GOVERNORS APPROVED
TRANSFERS

As part of the Bank’s general increase in resources currently
underway, the Board of Governors agreed, in principle and
subject to annual approvals by the Board of Governors and in
accordance with the Agreement, to provide $200 million
annually in transfers of Ordinary Capital income to the IDB
Grant Facility, beginning in 2011 and through 2020. At its
annual meeting in Calgary, Canada, in March 2011, the
Board of Governors approved the $200 million transfer cor-
responding to 2011. Such transfers are recognized as an ex-
pense when approved by the Board of Governors and funded
in accordance with the IDB Grant Facility funding require-
ments. The undisbursed portion of approved transfers is pre-
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sented under Due to IDB Grant Facility on the Condensed
Balance Sheet.

NOTE K - CAPITAL STOCK

On July 21, 2010, the Board of Governors agreed to vote on a
Proposed Resolution that would provide for an increase of the
Bank’s Ordinary Capital resources in the amount of $70,000
million that would be subscribed to by Bank members in five
annual installments, starting in 2011. Of this amount, $1,700
million would be in the form of paid-in capital and the re-
mainder would represent callable capital.

The next phase in the capital increase process consists of
member countries voting to approve the resolution authoriz-
ing increases in the Bank’s Ordinary Capital. Voting is to
close by October 31, 2011, though the Board of Executive
Directors has the authority to extend the deadline, if neces-
sary. The resolution provides that the Bank’s capital increase
would be fully implemented through 2015, as the correspond-
ing authorities in each of its member countries appropriate the
necessary funds.

NOTE L - PENSION AND POSTRETIREMENT BENE-
FIT PLANS

The Bank has two defined benefit retirement plans (Plans) for
providing pension benefits to employees of the Bank: the
Staff Retirement Plan for international employees, and the
Local Retirement Plan for national employees in the country
offices. The Bank also provides health care and certain other
benefits to retirees under the Postretirement Benefits Plan
(PRBP).

CONTRIBUTIONS: All contributions are made in cash. Contri-
butions from the Bank to the Plans and the PRBP during the
first three months of 2011 were $22 million (2010 — $21 mil-
lion). As of March 31, 2011, the estimate of contributions
expected to be paid to the Plans and the PRBP during 2011
was $60 million and $34 million, respectively, the same
amount disclosed in the December 31, 2010 financial state-
ments. Contributions for 2010 were $55 million and $30 mil-
lion, respectively.

PERIODIC BENEFIT COST: Net periodic benefit costs are allo-
cated between the Ordinary Capital and the FSO in accor-
dance with allocation formulas approved by the Board of
Executive Directors or the Board of Governors for adminis-
trative expenses and are included under Administrative ex-
penses in the Condensed Statement of Income and Retained
Earnings.

The following table summarizes the benefit costs associated
with the Plans and the PRBP for the three months ended
March 31, 2011 and 2010 (in millions):

Pension Benefits
Three months ended

March 31,
2011 2010

Service Cost. . . vvvvunneiinnias $ 16 $ 14
Interestcost. ..................... 38 36
Expected return on

planassets..................... 47) (44)
Net periodic benefitcost........... $ 7 $ 6
Of which:

ORCsshare.................... $ 7 $ 6

FSO'sshare..................... $ - $ -

Postretirement Benefits
Three months ended
March 31,
2011 2010

Service cost. ...t $ 9 $ 8
Interestcost................ounn. 19 17
Expected return on

planassets..................... (19) (19)
Amortization of prior service cost. . . 9 9
Net periodic benefitcost........... $ 18 $ 15
Of which:

ORC's share......ccccceeceeecvicneene. $ 17 $ 15

FSO's share........ccocvvevvevencncnnenee. §$ 1 3 -

NOTE M - VARIABLE INTEREST ENTITIES

The Bank has identified loans and guarantees in VIEs in
which it is not the primary beneficiary but in which it is
deemed to hold significant variable interest at March 31,
2011. The majority of these VIEs do not involve securitiza-
tions or other types of structured financing. These VIEs are
mainly: (i) investment funds, where the general partner or
fund manager does not have substantive equity at risk; (ii)
operating entities where the total equity investment is consi-
dered insufficient to permit such entity to finance its activities
without additional subordinated financial support; and (iii)
entities where the operating activities are so narrowly defined
by contracts (e.g. concession contracts) that equity investors
are considered to lack decision making ability.

The Bank’s involvement with these VIEs is limited to loans
and guarantees, which are reflected as such in the Bank’s
financial statements. Based on the most recent available data
from these VIEs, the size of the VIEs measured by total as-
sets, in which the Bank is deemed to hold significant variable
interests totaled $3,702 million at March 31, 2011 ($6,058
million at December 31, 2010). The Bank’s total loans and
guarantees outstanding to these VIEs were $491 million and
$104 million, respectively (2010 - $609 million and $157
million). Amounts committed not yet disbursed related to
such loans and guarantees amounted to $26 million (2010 -
$58 million), which combined with outstanding amounts
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results in a total Bank exposure of $621 million at March 31,
2011 ($824 million at December 31, 2010).

NOTE N — RECONCILIATION OF NET INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES

A reconciliation of Net income to Net cash provided by oper-
ating activities, as shown on the Condensed Statement of
Cash Flows, is as follows (in millions):

Three months ended

March 31,
2011 2010

Netincome. .......... it $ 19 $ 387
Difference between amounts accrued
and amounts paid or collected for:

i (76) (80)
Investmentincome. ................... (12) @5)
Net unrealized gain on trading investment: 107y 157)
Interest and other costs of borrowings, after swaps 36 (59)
Administrative expenses, including depreciation. ........... 3) 12)
Special programs. .. ... i )

Net fair value adjustments on non-trading portfolios .. ... ... (50) 17
Transfer to the IDB Grant Facility . ........................ 200 -
Net decrease in trading investments. ....................... 704 1,081
Provision for loan and guarantee losses. .................... 2 26
Net cash provided by operating activities. ................... $ 882 $ 1,158

e of activities
) resulting fro: h. rate fluctuations:
Trading INVeStMENtS. .. ..ot $ 121 $ (200)
Held-to-maturity investments. .

NOTE O - SEGMENT REPORTING

Management has determined that the Bank has only one re-
portable segment since the Bank does not manage its opera-
tions by allocating resources based on a determination of the
contributions to net income of individual operations. The
Bank does not differentiate between the nature of the prod-
ucts or services provided, the preparation process, or the me-
thod for providing the services among individual countries.
For the three months ended March 31, 2011 and 2010, loans
made to or guaranteed by four countries individually generat-
ed in excess of 10% of loan income, as follows (in millions):

Three months ended

March 31,
2011 2010
Brazl.........ccccccoeee.. 8105 $ 121
Mexico...covvuvneeennnnnns 87 62
Argentina................. 84 91
Colombia.................. 54 58

NOTE P - FAIR VALUES OF FINANCIAL INSTRU-
MENTS

The following methods and assumptions were used by the
Bank in measuring the fair value for its financial instruments:

Cash: The carrying amount reported in the Condensed Bal-
ance Sheet for cash approximates fair value.

Investments: Fair values for investment securities are based
on quoted prices, where available; otherwise they are based
on external pricing services, independent dealer prices, or
discounted cash flows.

Loans: The Bank is one of very few lenders of development
loans to Latin American and Caribbean countries. The ab-
sence of a secondary market for development loans makes it
difficult to estimate the fair value of the Bank’s lending port-
folio despite the flexibility offered by the fair value frame-
work. The Bank continues to explore possible valuation tools
to estimate the fair value of its lending portfolio without hav-
ing to incur excessive costs.

Swaps: Fair values for interest rate and currency swaps are
based on discounted cash flows or pricing models.

Borrowings: The fair values of borrowings are based on
discounted cash flows or pricing models.

The following table presents the fair values of the financial
instruments, along with the respective carrying amounts, as of
March 31, 2011 and December 31, 2010 (in millions):

[t}]

2011 2010
Carrying Fair Carrying Fair
Value Value Value Value

Cash......o.oooiiiiiiiiiiinn, $ 24 $ 224 $ 242 $ 242
Investments - trading 16,619 16,619 16,394 16,394
Loans outstanding, net.......... 63,291 N/A 63,342 NA
Currency and interest rate

swaps receivable

Investments - trading ......... 7 7 6 6

Loans. ..........coovvennennns 45 45 11 11

Bormmowings.................. 6,131 6,131 6,285 6,285

Others..............cocvunnn - - 1 1
Borrowings

Short-term. .................. 20 20 30 30

Medium- and long-term:

Measured at fair value. .. .. .. 52,674 52,674 53,302 53,302
Measured at amontized cost. . 9,824 10,586 10,176 11,046

Currency and interest rate

swaps payable

Investments - trading. ......... 107 107 77 77

Loans.............oiiinnns 665 665 759 759

Bomrowings. ................. 773 773 750 750

Others....................... 108 108 66 66

N/A =Not available
M Includes accrued interest.

NOTE Q- SUBSEQUENT EVENTS

Management has evaluated subsequent events through May
16, 2011, which is the date the financial statements were is-
sued. As a result of this evaluation, there are no subsequent
events that require recognition or disclosure in the Bank’s
Condensed Quarterly Financial Statements as of March 31,
2011.
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greatly appreciated.
Sincerely,

Clinton Clark



' NYSE Euronext

Corporate Compliance

11 Wall Street

New York, NY 10005
T 212 656 4632

F 212 656 5780

April 21, 2011 cclark@nyx.com

Ms. Velma Smith, Branch Chief

Securities and Exchange Commission

Division of Corporation Finance — Filer Support Office
100 F Street, N.W., Mail Stop 3040

Washington, D.C. 20549

Re:  Issuer: Barclays Bank PLC
CIK: 0000312070
SEC File Number:  001-10257
Form Type: 8-A12B
Filing Date: 4/21/2011

Dear Ms. Smith:

Please be advised that NYSE Regulation, Inc. has received (on April 19, 2011) an application
from the above-referenced issuer and has approved the following securities for listing on NYSE
Arca, Inc. (“Exchange”):

iPath® Pure Beta Nickel ETN
The Exchange requests acceleration of registration of this security under the Securities Exchange
Act of 1934. If there are any questions, please call me at (212) 656-4632. Your assistance is
greatly appreciated.
Sincerely,

Clinton Clark



' NYSE Euronext

Corporate Compliance

11 Wall Street

New York, NY 10005
T 212 656 4632

F 212 656 5780
cclark@nyx.com

April 21, 2011

Ms. Velma Smiih, Branch Chief

Securities and Exchange Commission

Division of Corporation Finance — Filer Support Office
100 F Street, N.W., Mail Stop 3040

Washington, D.C. 20549

Re:  Issuer: Barclays Bank PLC
CIK: 0000312070
SEC File Number:  001-10257
Form Type: 8-A12B
Filing Date: 4/21/2011

Dear Ms. Smith:
Please be advised that NYSE Regulation, Inc. has received (on April 19, 2011) an application
from the above-referenced issuer and has approved the following securities for listing on NYSE
Arca, Inc. (“Exchange”):

iPath® Pure Beta Sugar ETN
The Exchange requests acceleration of registration of this security under the Securities Exchange
Act of 1934. If there are any questions, please call me at (212) 656-4632. Your assistance is
greatly appreciated.
Sincerely,

[ i<

Clinton Clark



' NYSE Euronext

Corporate Compliance

11 Wall Street

New York, NY 10005
T 212 656 4632

F 212 656 5780

April 21, 2011 cclark@nyx.com

Ms. Velma Smith, Branch Chief

Securities and Exchange Commission

Division of Corporation Finance — Filer Support Office
100 F Street, N.W., Mail Stop 3040

Washington, D.C. 20549

Re:  Issuer: Barclays Bank PL.C
CIK: 0000312070
SEC File Number:  001-10257
Form Type: 8-A12B
Filing Date: 4/21/2011

Dear Ms. Smith:

Please be advised that NYSE Regulation, Inc. has received (on April 19, 2011) an application
from the above-referenced issuer and has approved the following securities for listing on NYSE
Arca, Inc. (“Exchange™):

iPath® Pure Beta S&P GSCI®-Weighted ETN
The Exchange requests acceleration of registration of this security under the Securities Exchange
Act of 1934. If there are any questions, please call me at (212) 656-4632. Your assistance is
greatly appreciated.
Sincerely,

o

Clinton Clark



' NYSE Euronext o o

Corporate Compliance

11 Wall Street

New York, NY 10005
T 212 656 4632

F 212 656 5780

April 21, 2011 cclark@nyx.com

Ms. Velma Smith, Branch Chief

Securities and Exchange Commission

Division of Corporation Finance — Filer Support Office
100 F Street, N.W., Mail Stop 3040

Washington, D.C. 20549

Re:  Issuer: Barclays Bank PLC
CIK: 0000312070
SEC File Number:  001-10257
Form Type: 8-A12B
Filing Date: 4/21/2011

Dear Ms. Smith:

Please be advised that NYSE Regulation, Inc. has received (on April 19, 2011) an application
from the above-referenced issuer and has approved the following securities for listing on NYSE
Arca, Inc. (“Exchange™):

iPath® Seasonal Natural Gas ETN
The Exchange requests acceleration of registration of this security under the Securities Exchange
Act of 1934. If there are any questions, please call me at (212) 656-4632. Your assistance is
greatly appreciated.
Sincerely,

Clinton Clark
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Ms. Velma Smith, Branch Chief

Securities and Exchange Commission

Division of Corporation Finance — Filer Support Office
100 F Street, N.W., Mail Stop 3040

Washington, D.C. 20549
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- NYSE Euronext

Corporate Compliance

11 Wall Street
New York, NY 10005

T 212 656 4632

F 212 656 5780

cclark@nyx.com
April 28, 2011

Ms. Velma Smith, Branch Chief

Securities and Exchange Commission

Division of Corporation Finance — Filer Support Office
100 F Street, N.W., Mail Stop 3040

Washington, D.C. 20549

Re: Issuer: UBS AG
Issuer CIK: 0001114446
SEC File Number:  001-15060
Form 8-A Date: 4/28/2011

Dear Ms. Smith:

Please be advised that NYSE Regulation, Inc. has received (on April 21, 2011) an application
from the above-referenced issuer and has approved the following securities for listing on NYSE
Arca, Inc. (“Exchange”):

UBS AG Exchange Traded Access Securities (E-TRACS)
Linked to the Wells Fargo Business Development Company Index due April 26, 2041

The Exchange requests acceleration of registration of this security under the Securities Exchange
Act of 1934. If there are any questions, please call me at (212) 656-4632. Your assistance is
greatly appreciated. '

Sincerely,

VY v




N NYSE Regulation

NYSE Regulation, Inc.
20 Broad Street
New York, NY 10005

Ms. Velma Smith, Branch Chief

Securities and Exchange Commission

Division of Corporation Finance — Filer Support
Office

100 F Street, N.W., Mail Stop 3040
Washington, D.C. 20549
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