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the Board of Governors 
inter-American investment corporation:

We have audited the accompanying financial statements of inter-American investment corporation (the corporation) 
which comprise the balance sheets as of december 31, 2013 and 2012, and the related income statements and the 
statements of comprehensive income/(loss), changes in capital, and cash flows for the years then ended and the related 
notes to the financial statements.

ManageMent’s Responsibility foR the financial stateMents

management is responsible for the preparation and fair presentation of these financial statements in accordance with 
u.s. generally accepted accounting principles; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error.

auditoRs’ Responsibility

our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in 
accordance with auditing standards generally accepted in the united states of America. those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. the procedures selected depend on the auditors’ judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. in making those risk assessments, the 
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements 
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

opinion

in our opinion, the financial statements referred to above present fairly in all material respects, the financial position of 
inter-American investment corporation as of december 31, 2013 and 2012, and the results of its operations and its 
cash flows for the years then ended in accordance with u.s. generally accepted accounting principles.

mclean, Virginia 
march 30, 2014
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the accompanying notes are an integral part of these financial statements.

usd thousAnds (except shARe dAtA)

deceMbeR 31

2013 2012

assets

cash and cash equivalents $   18,273 $   28,438

investment securities

Available-for-sale 381,634 149,571

trading 312,589 535,439

held-to-maturity 40,119 40,335

investments

loan investments 1,026,659 1,061,679

less allowance for losses (47,056) (47,414)

979,603 1,014,265

equity investments ($12,457 and $14,673 at fair value, respectively) 26,052 26,637

total investments 1,005,655 1,040,902

Receivables and other assets 28,535 19,828

Total assets $1,786,805 $1,814,513

liabilities and capital

Accounts payable and other liabilities $29,441 $63,969

interest and commitment fees payable 2,036 2,606

Borrowings, short-term 121,167 21,498

Borrowings and debt, long-term 782,335 947,860

Total liabilities 934,979 1,035,933

capital

Authorized:

70,590 and 70,590 shares, respectively (par $10,000)

subscribed shares:

70,440 and 68,979 shares, respectively (par $10,000) 704,400 689,790

less subscriptions receivable (10,700) (400)

693,700 689,390

Retained earnings 156,810 137,604

Accumulated other comprehensive income/(loss) 1,316 (48,414)

Total capital 851,826 778,580

Total liabilities and capital $1,786,805 $1,814,513
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the accompanying notes are an integral part of these financial statements.

usd thousAnds

yeaR ended deceMbeR 31

2013 2012

incoMe

loan investments

interest and fees $ 47,161 $ 48,537

other income 801 1,357

47,962 49,894

equity investments

Gain on sale 3,269 248

changes in fair value 735 (48)

dividends 401 527

other income 30 67

4,435 794

investment securities 9,944 9,109

Advisory service, cofinancing, and other income 6,001 3,562

Total income 68,342 63,359

Borrowings and long-term debt-related expense 16,363 17,173

Total income, net of interest expense 51,979 46,186

(Release of)/pRoVision foR loan inVestMent losses (10,104) 188

otheR-than-teMpoRaRy iMpaiRMent losses  
on eQuity inVestMents (all cRedit-Related) 49 —

opeRating eXpenses

Administrative 42,210 39,952

loss/(gain) on foreign exchange transactions, net 165 (63)

other expenses 6 311

Total operating expenses 42,381 40,200

Income before technical assistance activities 19,653 5,798

technical assistance activities 447 238

net incoMe $ 19,206 $  5,560
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the accompanying notes are an integral part of these financial statements.

usd thousAnds

yeaR ended deceMbeR 31

2013 2012

net incoMe $ 19,206 $  5,560

otheR coMpRehensiVe incoMe/(loss)

Recognition of changes in assets/liabilities under pension and 
postretirement benefit plans—note 15 49,221 (10,260)

unrealized gain on investment securities available-for-sale—note 3 509 473

Total other comprehensive income/(loss) 49,730 (9,787)

coMpRehensiVe incoMe/(loss) $ 68,936 $ (4,227)
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the accompanying notes are an integral part of these financial statements.

usd thousAnds
subscRibed 

shaRes
Retained 
eaRnings

accuMulated 
otheR  

coMpRehensiVe 
incoMe/(loss)

capital  
stock*

total  
capital

As of December 31, 2011 70,480 $132,044 $(38,627) $684,329 $777,746

Year ended december 31, 2012

net income — 5,560 — — 5,560

other comprehensive loss — — (9,787) — (9,787)

change in subscribed shares (1,501) — — — —

payments received for capital  
stock subscribed — — — 5,061 5,061

As of December 31, 2012 68,979 $137,604 $(48,414) $689,390 $778,580

Year ended december 31, 2013

net income — 19,206 — — 19,206

other comprehensive income — — 49,730 — 49,730

change in subscribed shares 1,461 — — — —

payments received for capital  
stock subscribed — — — 4,310 4,310

As of December 31, 2013 70,440 $156,810 $  1,316 $693,700 $851,826

*net of subscriptions receivable.
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usd thousAnds

yeaR ended deceMbeR 31

2013 2012

cash floWs fRoM inVesting actiVities

loan disbursements $ (306,702) $  (352,732)

equity disbursements (7,130) (2,628)

loan repayments 338,198 283,544

sales of equity investments 8,273 3,510

maturities of held-to-maturity securities — 6,000

Available-for-sale securities

purchases (251,920) (133,596)

sales and maturities 20,217 15,000

capital expenditures (1,274) (1,170)

proceeds from sales of recovered assets 9,746 2,334

Net cash used in investing activities $ (190,592) $  (179,738)

cash floWs fRoM financing actiVities

Repayments of borrowings, net (111,662) (101,979)

proceeds from issuance of borrowings 50,000 411,472

capital subscriptions 4,310 5,061

Net cash (used in)/provided by financing activities $  (57,352) $   314,554

cash floWs fRoM opeRating actiVities

net income 19,206 5,560

Adjustments to reconcile net income to net cash  
(used in)/provided by operating activities:

Realized gains on equity sales (3,269) (248)

change in fair value of equity investments (735) 48

change in receivables and other assets 5,266 2,810

(Release of)/provision for loan investment losses (10,104) 188

unrealized gain on investment securities (8,525) (6,886)

change in accounts payable and other liabilities 749 5,459

change in pension plan and postretirement Benefit plan net assets 4,003 3,811

Realized loss on nontrading derivative instruments, net — (23)

Realized gain on borrowings at fair value, net — 307

other, net 6,839 2,477

(5,776) 7,943

trading securities

purchases (831,488) (1,756,884)

sales, maturities, and repayments 1,055,669 1,577,747

224,181 (179,137)

Net cash provided by/(used in) operating activities $  237,611 $  (165,634)

Net effect of exchange rate changes on cash and cash equivalents 168 2

Net decrease in cash and cash equivalents (10,165) (30,816)

Cash and cash equivalents as of January 1 28,438 59,254

Cash and cash equivalents as of December 31 $   18,273 $    28,438

Supplemental disclosure:

interest paid during the period $   15,129 $    15,503

the accompanying notes are an integral part of these financial statements.
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puRpose

the inter-American investment corporation (the corporation), a multilateral organization, was established in 1986 and 
began operations in 1989 with the mission to promote the economic development of its latin American and caribbean 
member countries by financing small and medium-size enterprises. the corporation, together with private investors, 
accomplishes this mission by making loan and equity investments where sufficient private capital is not otherwise 
available on reasonable terms. the corporation also plays a catalytic role in mobilizing additional project funding from 
other investors and lenders, either through cofinancing or through loan syndications, loan participations, underwritings, 
and guarantees. in addition to project finance and resource mobilization, the corporation provides financial and 
technical advisory services to clients. the corporation receives its share capital from its member countries, conducts its 
operations principally in united states dollars, and limits operational activity to its twenty-six regional member countries. 
the corporation is a member of the inter-American development Bank Group (idB Group), which also includes the inter-
American development Bank (idB) and the multilateral investment fund (mif).

1. basis of pResentation

the accounting and reporting policies of the corporation conform to u.s. generally accepted accounting principles 
(GAAp). References to GAAp issued by the financial Accounting standards Board (fAsB) in these notes are to the fAsB 
Accounting standards codification, sometimes referred to as the codification or Asc.

All amounts presented in the accompanying financial statements and notes are expressed, unless otherwise 
indicated, in thousands of dollars of the united states of America (u.s. dollars, usd, or $), which is the corporation’s 
functional currency.

2. suMMaRy of significant accounting policies

Use of estimates—the preparation of financial statements requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results 
could differ from those estimates. A significant degree of judgment has been used in the determination of the adequacy 
of the allowance for losses on loan investments and guarantees, the evaluation for other-than-temporary impairment 
on investment securities and equity investments, the fair value of certain investment securities, loan and equity 
investments, borrowings, and derivative instruments, and the determination of the net periodic benefit cost from pension 
and postretirement benefit plans and the present value of benefit obligations. there are inherent risks and uncertainties 
related to the corporation’s operations. the possibility exists that changing economic conditions could have an adverse 
effect on the financial position of the corporation.

Cash and cash equivalents—highly liquid investment instruments purchased with original maturities of three months 
or less, other than those held as trading securities, are considered cash equivalents. the corporation may hold cash 
deposits in excess of fdic insured limits.

Investment securities—As part of its overall portfolio management strategy, the corporation invests in corporate 
securities and government and agency securities according to the corporation’s investment guidelines. these investments 
include fixed and floating rate bonds, notes, bills, certificates of deposit, commercial paper, and mutual funds.

investment securities held by the corporation are classified based on management’s intention on the date of purchase 
and recorded as of the trade date. the corporation’s portfolio classified as trading is stated at fair value with unrealized 
gains and losses reported in income from investment securities. fixed-term securities classified as held-to-maturity 
represent securities that the corporation has both the ability and the intent to hold until maturity and are carried at 
amortized cost. All other securities are classified as available-for-sale and carried at fair value with net unrealized gains 
or losses included in accumulated other comprehensive income. interest and dividends on securities, amortization of 
premiums, accretion of discounts, and realized gains and losses on trading and available-for-sale securities are reported 
in income from investment securities. the corporation’s investments in debt securities in latin American and caribbean 
markets resulting from development activities are classified as held-to-maturity and carried at amortized cost on the 
balance sheet.
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the corporation evaluates its available-for-sale and held-to-maturity securities whose values have declined below their 
amortized cost to assess whether the decline in fair value is other-than-temporary at year-end. the corporation considers 
various factors in determining whether a decline in fair value is other-than-temporary including the issuer’s financial 
condition, the effects of changes in interest rates or credit spreads, the expected recovery period, and other quantitative 
and qualitative information. the valuation of securities for impairment is a process subject to estimation, judgment, and 
uncertainty and is intended to determine whether declines in fair value of investment securities should be recognized in 
current period earnings. the risks and uncertainties include changes in general economic conditions and future changes 
in assessments of the aforementioned factors. it is expected that such factors will change in the future. for impairments 
of available-for-sale and held-to-maturity securities that are deemed to be other-than-temporary, the credit portion of an 
other-than-temporary impairment loss is recognized in earnings and the noncredit portion is recognized in accumulated 
other comprehensive income.

Loan and equity investments—loan and equity investment commitments are legal obligations when the loan or equity 
agreement is signed and are recorded as assets when disbursed. loans are carried at the principal amount outstanding 
adjusted for allowance for losses. the corporation, in certain instances, obtains collateral security such as, but not 
limited to, mortgages and third-party guarantees. equity investments include ownership interests in limited partnerships 
and similar fund structures (lps) and direct equity investments. direct equity investments and certain lps for which the 
corporation maintains specific ownership accounts—and on which the corporation does not have significant influence—
are carried at cost less impairment, if any. for all other equity investments in lps, the corporation has elected fair value 
accounting for equity investments in lps under Asc 825.

the corporation considers a loan impaired when, based on current information and events, it is probable that the 
corporation will be unable to collect all amounts due according to the loan’s contractual terms. information and events, 
with respect to the borrower and/or the economic and political environment in which it operates, considered in determining 
that a loan is impaired include, but are not limited to, the borrower’s financial difficulties, the borrower’s competitive 
position in the marketplace, the risk associated with the underlying collateral, the sponsor’s willingness and capacity to 
support the investment, and the management team risk, as well as geopolitical conflict and macroeconomic crises.

equity investments, which are not accounted for at fair value, are assessed for impairment on the basis of the latest 
financial information and any supporting research documents available. Also considered are the issuer’s industry trends, 
the historical performance of the company, and the corporation’s intent to hold the investment for an extended period. 
When impairment is identified and is deemed to be other than temporary, the equity investment is written down to the 
fair value, which becomes the new carrying value for the equity investment. impairment losses are not reversed for 
subsequent recoveries in value of the equity investment unless sold at a gain.

Variable interest entities—Asc topic 810, Consolidation, provides for consolidation when a reporting entity is the 
primary beneficiary for a variable interest entity (Vie), or if an entity does not meet the definitional elements of a Vie, 
consolidation is required if a reporting entity has a controlling financial interest in an entity. the corporation evaluated its 
investees and other entities with which the corporation has contractual and other arrangements, and concluded that the 
corporation is not the primary beneficiary for any Vies, nor does the corporation have a significant variable interest in any 
Vie which would require disclosure.

Additionally, the corporation does not hold a controlling financial interest in any other entity, nor does the corporation 
hold significant influence over any entities. the corporation holds investment interests in certain investment funds which 
are structured as lps. the corporation’s direct equity investments and certain interests in lps are accounted for at cost. 
the corporation’s interests in all other lps are accounted for at fair value in accordance with Asc topic 820.

Allowance for losses on loan investments—the corporation recognizes loan portfolio impairment or performance 
improvement in the balance sheet through the allowance for losses on loan investments, recording a provision or release 
of provision for losses on loan investments in net income, which increases or decreases the allowance for losses on loan 
investments. loan investments charged off, as well as any subsequent recoveries, are recorded through the allowance 
account. the allowance for losses is maintained at a level that, in management’s judgment, is adequate to absorb 
estimated probable losses in the loan portfolio. management’s judgment is based on the risk ratings and performance of 
individual loan investments, economic conditions, and other factors considered significant by management.
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the allowance for losses on loan investments reflects estimates of both identified probable losses (specific provision) 
and probable losses inherent in the portfolio but not specifically identifiable (general provision).

the determination of the allowance for identified probable losses represents management’s best judgment of the 
creditworthiness of the borrower and is established based upon the periodic review of individual loan investments. this 
estimate considers all available evidence including, as appropriate, the present value of the expected future cash flows 
discounted at the loan’s contractual effective rate, the fair value of collateral less disposal costs, and other market data. 
Because of the purpose of the corporation and the nature of the loans, secondary market values are usually not available.

for the remaining loan portfolio, the allowance for losses is established via a process that estimates the probable loss 
inherent in the portfolio based on various analyses. each loan is rated as a function of its risk, and loss estimates are 
derived for each rating classification. these ratings are based on past experience and available market information 
and include country risk, the risk of correlation or contagion of losses between markets, and nonperformance under 
sponsor guarantees and support agreements, as well as on financial statements prepared in accordance with accounting 
principles other than those generally accepted in the united states of America. the loss estimates are derived from 
industry data and the corporation’s historical data. there were no changes, during the periods presented herein, to the 
corporation’s accounting policies and methodologies used to estimate its allowance for losses on loan investments.

loans are charged off when the corporation has exhausted all possible means of recovery, by reducing the allowance for 
losses on loan investments. such reductions in the allowance are partially offset by recoveries associated with previously 
charged off loans.

Revenue recognition on loan investments—interest and fees are recognized as income in the periods in which they are 
earned. the corporation does not recognize income on loans where collectability is in doubt or, generally, when payments 
of interest or principal are past due more than 90 days. Any uncollected interest accrued on a loan placed in nonaccrual 
status is reversed out of income and is thereafter recognized as income only when received and is returned to accrual 
status once management has concluded that the borrower’s ability to make periodic interest and principal payments has 
been demonstrated.

net loan origination fees and costs are deferred and amortized over the life of the loan.

Revenue recognition on equity investments—dividend and profit participations received from equity investments that 
are accounted for under the cost method are recorded as income when such distributions are declared and paid. Gains 
on the sale or redemption of equity investments accounted for under the cost less impairment method are recorded as 
income at disposition.

for lps carried at fair value under the fair Value option, unrealized gains and losses are considered in the determination 
of net asset value and recorded as changes in fair value of equity investments in the income statement.

Guarantees—the corporation offers credit guarantees covering, on a risk-sharing basis, third-party obligations on loans 
undertaken for or securities issued in support of projects located within a member country to enhance their credit standing 
and enable them to complete a wide variety of business transactions. these financial guarantees are commitments issued 
by the corporation to guarantee payment performance by a borrower to a third party. the corporation’s policy for requiring 
collateral security with respect to these instruments and the types of collateral security held is generally the same as for 
loans. Guarantees are regarded as issued when the corporation executes the guarantee agreement, outstanding when the 
underlying financial obligation of the third party is incurred, and called when the corporation’s obligation under the guarantee 
has been invoked. there are two obligations associated with the guarantees: (1) the stand-ready obligation to perform; and 
(2) the contingent obligation to make future payments. the stand-ready obligation to perform is recognized at the issuance 
date at fair value. the contingent liability associated with the financial guarantee is recognized when it is probable that the 
guarantee will be called and when the amount of the guarantee can be reasonably estimated. Any stand-ready and contingent 
liabilities associated with guarantees are included in other liabilities. the offsetting entry is consideration received or 
receivable, with the latter included in other assets on the balance sheet. in the event the guarantees are called, the amount 
disbursed is recorded as a loan investment and specific reserves are established based on the estimated probable loss. 
income is earned as the corporation is released from risk upon the expiration or settlement of the guarantee.
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Risk management activities: derivatives used for nontrading purposes—the corporation enters into transactions in 
certain derivative instruments for financial risk management purposes. the corporation manages its exposure to interest 
rate movements through the use of derivative financial products, which may include interest rate swaps and purchased 
options positions (i.e., interest rate caps). the derivatives modify the interest rate characteristics of the respective 
financial instrument to produce the desired interest, and none are designated in hedge accounting relationships. the 
corporation does not use derivatives for speculative purposes.

derivatives are recognized in the balance sheet at their fair value and classified as either assets or liabilities, depending 
on their nature and their net fair value amount. changes in fair value of borrowings-related derivatives are recorded in 
Borrowings and long-term debt related expense.

the corporation’s derivative instrument was repaid in June 2012. this derivative was not designated as a cash flow or 
fair value hedge. the corporation held no derivative instruments during 2013.

Deferred advisory service revenues—certain revenues related to advisory services for external funds are deferred and 
amortized over the related service period. these fees are included in the Advisory service, cofinancing and other income 
on the income statement.

Deferred expenses—costs related to the issuance of debt and other financial arrangements are deferred and amortized 
over the life of the related debt on a straight-line basis, which approximates how the costs would be reflected under the 
effective interest method.

Fixed assets—the corporation records fixed assets at cost less accumulated depreciation and amortization. 
depreciation and amortization are recognized using the straight-line method over the estimated useful lives of the 
assets, which range from three to seven years.

Foreign currency transactions—Assets and liabilities not denominated in united states dollars are translated into u.s. 
dollar equivalents using the foreign exchange rates at which the related asset or liability could be reasonably settled 
at that date. Revenues and expenses are translated monthly at amounts that approximate weighted average exchange 
rates. Resulting gains and losses are included in loss/(Gain) on foreign exchange transactions, net.

Fair value of financial instruments—the codification requires entities to disclose information about the estimated fair 
value of their financial instruments and their fair value measurement, whether or not those values are recognized on the 
balance sheet.

GAAp defines fair value as the price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit 
price”) in an orderly transfer between market participants at the measurement date under current market conditions. 
fair value measurement further assumes that a transaction to sell the asset or liability takes place either in the principal 
market or, in the absence of a principal market, in the most advantageous market for the asset or liability.

in determining fair value, the corporation uses various valuation approaches, including market, income, and/or cost 
approaches. the codification establishes a hierarchy for inputs used in measuring fair value that maximizes the use of 
observable inputs and minimizes the use of unobservable inputs by requiring that the observable inputs be used when 
available. observable inputs are inputs that market participants would use in pricing the asset or liability developed 
based on market data obtained from sources independent of the corporation. unobservable inputs are inputs that reflect 
the corporation’s assumptions about the assumptions market participants would use in pricing the asset or liability 
developed based on the best information available in the circumstances. the hierarchy is broken down into three levels 
based on the reliability of inputs as follows:

• level 1—Valuations based on quoted prices in active markets for identical assets or liabilities that the corporation 
has the ability to access. Valuation adjustments and block discounts are not applied to level 1 instruments. since 
valuations are based on quoted prices that are readily and regularly available in an active market, valuation of 
these products does not entail judgment.
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Assets and liabilities utilizing level 1 inputs include investment securities that are actively traded and certain 
other sovereign government obligations.

• level 2—Valuations based on quoted prices in markets that are not active or for which all significant inputs are 
observable, directly or indirectly.

Assets and liabilities utilizing level 2 inputs include investment securities that are not actively traded, 
derivative contracts, and structured borrowings.

• level 3—Valuations based on inputs that are unobservable and significant to the overall fair value measurement.

Assets and liabilities utilizing level 3 inputs include certain loans and equity investments in lps.

the availability of observable inputs can vary from product to product and is affected by a wide variety of factors, 
including, for example, the type of product, and other characteristics particular to the transaction. to the extent that 
valuation is based on models or inputs that are less observable or unobservable in the market, the determination of 
fair value requires more judgment. Accordingly, the degree of judgment exercised by the corporation in determining fair 
value is greatest for instruments categorized in level 3. in certain cases, the inputs used to measure fair value may 
fall into different levels of the fair value hierarchy. in such cases, for disclosure purposes the level in the fair value 
hierarchy within which the fair value measurement in its entirety falls is determined based on the lowest level input that 
is significant to the fair value measurement in its entirety.

fair value for the majority of the corporation’s financial instruments is derived using pricing models. pricing models take 
into account the contract terms (including maturity) as well as multiple inputs, including, where applicable, interest rate 
yield curves, credit spreads, creditworthiness of the counterparty, option volatility, and currency rates. in accordance 
with Asc 820-10, the impact of the corporation’s own credit spreads is also considered when measuring the fair value 
of liabilities, including derivative contracts. Where appropriate, valuation adjustments are made to account for various 
factors, including bid-ask spreads, credit quality, and market liquidity. these adjustments are applied on a consistent 
basis and are based upon observable inputs where available.

the following methods and assumptions were used by management in estimating the fair value of the corporation’s 
financial instruments:

Cash and cash equivalents: the carrying amount reported in the balance sheet approximates fair value.

Investment securities: fair values for investment securities are based on quoted prices in active markets for 
identical assets as of the balance sheet date, when observable. for investments for which prices and other relevant 
information, generated by market transactions involving identical or comparable assets, are not available, the income 
approach valuation has been employed, using yield curves, bond or credit default swap spreads, and recovery rates 
based on collateral values as key inputs. investment securities are generally categorized in level 1 and level 2 of the 
fair value hierarchy.

Loan investments: the corporation’s methodology to measure the fair value of those loans provided to certain 
financial institutions through agreements that foster economic development, and for which a combination of 
observable and unobservable inputs is generally available, requires the use of estimates and present value 
calculations of future cash flows. the fair value of loan investments is estimated using recently executed 
transactions, market price quotations (where observable), and market observable credit default swap levels along 
with proprietary valuation models where such transactions and quotations are unobservable. determining future 
cash flows for fair value estimation purposes is subjective and imprecise, and minor changes in assumptions or 
methodologies may materially affect the estimated values. the lack of objective pricing standards adds a greater 
degree of subjectivity and volatility to these derived or estimated fair values.

for certain of the corporation’s corporate and financial institution loan investments, it is not practicable to estimate 
the fair value given the nature and geographic location of the borrower. the corporation’s loan agreements are 
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tailored to the unique risk characteristics and needs of the borrower. contractual clauses limit the corporation’s 
ability to sell assets or transfer liabilities to market participants. Also, the corporation has historically been granted 
preferred creditor status. this status is not transferable, thus limiting the corporation’s ability to transfer assets 
and liabilities. furthermore, there are few—if any—transactions with similar credit ratings, interest rates, and 
maturity dates. Based on management’s experience, it is deemed that there are some countries with no participants 
interested in the corporation’s principal or most advantageous market given the unique country risk, size, and term 
of many of the corporation’s assets and liabilities. therefore, in accordance with Asc 820, additional disclosures 
pertinent to estimating fair value, such as the carrying amount, interest rate, and maturity are provided. Additional 
information about loan investments is included in note 9.

Equity investments: the corporation purchases the share capital of small and medium-size private sector enterprises 
in latin America and the caribbean and also invests as an investor in lps. in most cases, market prices are not 
available and alternate valuation techniques require a significant degree of judgment. lps are categorized within 
level 3 of the fair value hierarchy. Additional information about lps carried at fair value is included in note 9.

for the corporation’s direct equity investments, it is not practicable to determine the fair value, as these are custom-
tailored private placement transactions operating in the corporation’s regional member countries. furthermore, 
contractual clauses limit the corporation’s ability to sell or transfer its participation in the corporation’s principal or 
most advantageous markets given the size and scale of the corporation’s direct equity investments.

Derivative contracts: these include swap and option contracts related to interest rates. fair values are determined by 
obtaining the present value of estimated future cash flows using appropriate discount rates. the pricing models used 
do not entail material subjectivity because the methodologies employed do not necessitate significant judgment, and 
the pricing inputs are observed from actively quoted markets, as is the case for generic interest rate swap and option 
contracts. All the derivative products valued by the corporation using pricing models fall into this category and are 
categorized within level 2 of the fair value hierarchy.

Borrowings and long-term debt: fair values are determined by obtaining the present value of estimated future cash 
flows using appropriate discount rates. the estimated fair value of borrowings and long-term debt is disclosed in 
note 9.

Taxes—the corporation, its property, other assets, income, and the operations and transactions it carries out pursuant 
to the Agreement establishing the inter-American investment corporation, as amended, are immune from taxation and 
from custom duties in its member countries.

Accounting and financial reporting developments—in february 2013, the fAsB issued Accounting standards update 
(Asu or update) 2013-03, Financial Instruments: Clarifying the Scope and Applicability of a Particular Disclosure to 
Nonpublic Entities. the amendments to this update clarify that the requirement to disclose the level of the fair value 
hierarchy within which the fair value measurements are categorized in their entirety (level 1, 2, or 3) does not apply to 
nonpublic entities for instruments that are not measured at fair value in the statement of financial position but for which 
fair value is disclosed. this update affects nonpublic entities that have total assets of $100 million or more or that have 
one or more derivative instruments. this update was effective immediately upon issuance. this update did not have a 
material impact on the corporation’s financial position, results of operations, or cash flows.

in february 2013, the fAsB issued Asu 2013-02, Comprehensive Income: Reporting of Amounts Reclassified Out 
of Accumulated Other Comprehensive Income. the objective of this update is to report the effect of significant 
reclassifications out of accumulated other comprehensive income on the respective line items in net income if the 
amount being reclassified is required under GAAp to be reclassified in its entirety to net income. for amounts not 
required to be reclassified in their entirety to net income in the same reporting period under GAAp, an entity is required 
to cross-reference other disclosures required under GAAp that provide additional detail about those amounts. the 
corporation adopted this update for 2013.

in february 2010, the fAsB issued Asu 2010-10, Consolidation (Topic 810) Amendments for Certain Investment Funds, 
which primarily deferred the effective date of fAs 167 for enterprises that hold investments in entities that are investment 
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companies (as that term is defined in Asc topic 946, Financial Services—Investment Companies). therefore, the 
corporation has deferred the adoption of fAs 167 with respect to its evaluation of investments in its lps. this update is 
not expected to have a material impact on the corporation’s financial position, results of operations, or cash flows.

3. inVestMent secuRities

the following reflects net income from investment securities by source:

usd thousAnds

yeaR ended deceMbeR 31

2013 2012

net realized gain $5,697 $3,192

net change in unrealized gain 3,399 3,693

interest income 848 2,224

$9,944 $9,109

trading securities consist of the following:

usd thousAnds

deceMbeR 31

2013 2012

corporate securities $249,840 $403,974

Government securities 47,754 64,968

Agency securities 14,995 66,497

$312,589 $535,439

the composition of available-for-sale securities is as follows:

usd thousAnds

deceMbeR 31

2013 2012

corporate securities $317,808 $149,571

Agency securities 63,826 —

$381,634 $149,571

the fair value of available-for-sale securities is as follows:

usd thousAnds

deceMbeR 31, 2013

aMoRtized  
cost

gRoss 
unRealized 

gains

gRoss 
unRealized 

losses
faiR  

Value

corporate securities $314,783 $3,025 $  — $317,808

Agency securities    63,739    441  (354)    63,826

$378,522 $3,466 $(354) $381,634

usd thousAnds

deceMbeR 31, 2012

aMoRtized  
cost

gRoss 
unRealized 

gains

gRoss 
unRealized 

losses
faiR  

Value

corporate securities $148,436 $1,303 $(168) $149,571

$148,436 $1,303 $(168) $149,571
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the length of time that individual available-for-sale securities have been in a continuous unrealized loss position is  
as follows:

usd thousAnds

deceMbeR 31, 2013

less than 12 Months 12 Months oR MoRe total

faiR  
Value

unRealized 
loss

faiR  
Value

unRealized 
loss

faiR  
Value

unRealized 
loss

corporate securities $24,761 $(354) $— $— $24,761 $(354)

$24,761 $(354) $— $— $24,761 $(354)

usd thousAnds

deceMbeR 31, 2012

less than 12 Months 12 Months oR MoRe total

faiR  
Value

unRealized 
loss

faiR  
Value

unRealized 
loss

faiR  
Value

unRealized 
loss

corporate securities $14,832 $(168) $— $— $14,832 $(168)

$14,832 $(168) $— $— $14,832 $(168)

changes in available-for-sale securities recognized in other comprehensive income/(loss) are as follows:

usd thousAnds

deceMbeR 31

2013 2012

unrealized gains during the period $535 $473

Reclassification of gains to net income   (26)   —

changes due to impaired securities   —   —

Total recognized in Other comprehensive income/(loss)  
related to available-for-sale securities $509 $473

the corporation sold one security classified in its available-for-sale securities portfolio with a realized gain of $26 during 
the year ended december 31, 2013 (one sold at par as of december 31, 2012).

investment securities with unrealized losses are the result of pricing changes and the current market environment and 
not as a result of other-than-temporary credit impairment. As of december 31, 2013, no other-than-temporary impairment 
has been recognized in the corporation’s investments within the available-for-sale portfolio (none as of december 31, 
2012). further, the corporation does not have the intent to sell securities within the available-for-sale portfolio, and it is 
more likely than not that the corporation will not be required to sell prior to recovery of the noncredit portion recognized 
in accumulated other comprehensive income.

the maturity structure of available-for-sale investments is as follows:

usd thousAnds

deceMbeR 31

2013 2012

Within one year $ 87,647 $ 15,126

After one year through five years  293,987  134,445

$381,634 $149,571
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the amortized cost of the held-to-maturity investment is as follows:

usd thousAnds

deceMbeR 31

2013 2012

corporate security $40,119 $40,335

$40,119 $40,335

As of december 31, 2013 and 2012, the corporate security amounts to $40,119 and $40,335, respectively, 
corresponding to a development-related asset with characteristics similar to other held-to-maturity investment securities.

the fair value of the held-to-maturity investment is as follows:

usd thousAnds

deceMbeR 31, 2013

aMoRtized cost faiR Value

corporate security $40,119 $42,668

$40,119 $42,668

usd thousAnds

deceMbeR 31, 2012

aMoRtized cost faiR Value

corporate security $40,335 $42,750

$40,335 $42,750

Gross unrealized gains in 2013 and 2012, amounted to $2,550 and $2,415, respectively.

the maturity structure of the held-to-maturity investment is as follows:

usd thousAnds

deceMbeR 31

2013 2012

less than twelve months $     — $     —

After one year through five years  40,119  40,335

$40,119 $40,335

4. loan and eQuity inVestMents

the corporation monitors its outstanding investments in loans and investments in equity and lps for geographic 
concentration of credit risk. As of december 31, 2013, individual countries with the largest aggregate credit exposure to 
the corporation included peru, Brazil, and chile (Brazil, peru, and chile as of december 31, 2012). As of december 31, 
2013, outstanding investments in loans and investments in equity and lps denominated in foreign currency amounted 
to $86,698 ($85,509 as of december 31, 2012). one of the corporation’s exposures is designated as Regional, which 
consists primarily of multi-country loan investments.
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the distribution of the outstanding portfolio by country and by sector is as follows:

usd thousAnds

deceMbeR 31

2013 2012

loan eQuity total loan eQuity total

peru $  140,276 $     — $  140,276 $  134,764 $     — $  134,764
Brazil 133,587 — 133,587 154,499 — 154,499
chile 124,776 1,600 126,376 103,794 2,815 106,609
costa Rica 94,748 — 94,748 95,711 — 95,711
mexico 74,751 10,297 85,048 81,509 3,077 84,586
panama 76,848 4,000 80,848 99,552 4,000 103,552
colombia 78,705 1,344 80,049 84,626 1,277 85,903
ecuador 70,025 — 70,025 41,763 — 41,763
Argentina 62,151 355 62,506 74,222 365 74,587
nicaragua 46,131 — 46,131 48,641 — 48,641
Regional 21,839 7,320 29,159 29,352 13,967 43,319
paraguay 27,495 — 27,495 31,489 — 31,489
dominican Republic 17,500 1,136 18,636 4,100 1,136 5,236
Jamaica 13,048 — 13,048 17,382 — 17,382
uruguay 12,128 — 12,128 11,802 — 11,802
plurinational state of Bolivia 11,340 — 11,340 11,947 — 11,947
el salvador 9,356 — 9,356 18,833 — 18,833
Guatemala 6,002 — 6,002 11,014 — 11,014
honduras 4,429 — 4,429 — — —
haiti 1,524 — 1,524 5,194 — 5,194
suriname — — — 885 — 885
Guyana — — — 600 — 600

$1,026,659 $26,052 $1,052,711 $1,061,679 $26,637 $1,088,316

financial services $  679,525 $ 6,946 $  686,471 $  709,159 $ 9,187 $  718,346
energy and power 75,676 — 75,676 66,432 — 66,432
Agricultural products 47,419 — 47,419 42,578 — 42,578
transportation and logistics 39,155 — 39,155 40,433 — 40,433
distribution and Retail 30,157 — 30,157 34,158 — 34,158
fertilizers and Agricultural serv. 28,079 — 28,079 34,368 — 34,368
food and Beverages 20,539 — 20,539 23,934 — 23,934
General manufacturing 16,097 — 16,097 22,167 — 22,167
investment funds 1,158 13,902 15,060 1,158 16,314 17,472
Aquaculture and fisheries 14,797 — 14,797 16,008 — 16,008
livestock and poultry 13,272 — 13,272 15,967 — 15,967
hotels and tourism 12,371 — 12,371 9,616 — 9,616
construction, materials,  

and fixtures 6,988 4,068 11,056 3,570 — 3,570
utilities 10,406 — 10,406 5,652 — 5,652
oil, Gas, and mining 6,442 — 6,442 9,268 — 9,268
containers and packaging 6,223 — 6,223 5,040 — 5,040
education 5,005 — 5,005 4,694 — 4,694
textiles, Apparel, and leather 4,136 — 4,136 4,009 — 4,009
Wood, pulp, and paper 3,821 — 3,821 4,019 — 4,019
information, comm., and tech. 2,500 1,136 3,636 6,000 1,136 7,136
health services and supplies 1,968 — 1,968 364 — 364
services 925 — 925 3,085 — 3,085

$1,026,659 $26,052 $1,052,711 $1,061,679 $26,637 $1,088,316
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Investment Portfolio

the corporation’s development-related assets are the result of lending and investing activities that include loans, equity 
investments and certain lps, investment securities, and guarantees that promote the economic development of the 
corporation’s regional developing member countries through the establishment, expansion, and modernization of private 
enterprises, preferably those that are small and medium in size. the corporation’s portfolio is segmented between 
financial institutions and corporates. All development-related assets are individually evaluated for purposes of monitoring 
and evaluating credit performance and risk.

the distribution of the outstanding portfolio by investment type as of december 31, 2013:

usd thousAnds

deceMbeR 31, 2013

financial 
institutions coRpoRate total

loan $680,682 $345,977 $1,026,659

equity 20,848 5,204 26,052

investment security* 40,119 — 40,119

Guarantees** — 5,663 5,663

Total $741,649 $356,844 $1,098,493

*  Represents an investment in a security that is issued in or by entities domiciled in regional developing member countries the proceeds of 
which are used for development-related activities.

**Represents maximum potential amount of future payments—note 10.

the distribution of the outstanding portfolio by investment type as of december 31, 2012:

usd thousAnds

deceMbeR 31, 2012

financial 
institutions coRpoRate total

loan $709,159 $352,520 $1,061,679

equity 26,637 — 26,637

investment security* 40,335 — 40,335

Guarantees** — 6,171 6,171

Total $776,131 $358,691 $1,134,822

*  Represents an investment in a security that is issued in or by entities domiciled in regional developing member countries the proceeds of 
which are used for development-related activities.

**Represents maximum potential amount of future payments—note 10.

loan and equity investments committed but not disbursed (net of cancellations) are summarized below:

usd thousAnds

deceMbeR 31

2013 2012

loan $136,789 $112,808

equity—lps   12,193   10,393

$148,982 $123,201
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Loan Investments

the corporation’s loans accrue interest at fixed and variable rates. the unpaid principal balance of the fixed rate loan 
portfolio amounted to $266,131 as of december 31, 2013 ($287,936 as of december 31, 2012).

An age analysis, based on contractual terms, of the corporation’s loans at amortized cost by investment type as of 
december 31, 2013:

usd thousAnds

deceMbeR 31, 2013

1–90 days  
past due

> 90 days  
past due  

and accRuing

> 90 days  
past due and 
nonaccRuing

total 
past due

cuRRent 
loans

loan 
poRtfolio

financial institutions $     — $   — $  4,847 $ 4,847 $  675,835 $  680,682

corporate 18,024 — — 18,024 327,953 345,977

Total Past-Due Loans $18,024 $   — $  4,847 $22,871 $1,003,788 $1,026,659

As % of loan portfolio 1.76% 0.00% 0.47% 2.23% 97.77% 100.00%

Allowance for loan losses 47,056

coverage 205.75% 4.58%

An age analysis, based on contractual terms, of the corporation’s loans at amortized cost by investment type as of 
december 31, 2012:

usd thousAnds

deceMbeR 31, 2012

1–90 days  
past due

> 90 days  
past due  

and accRuing

> 90 days  
past due and 
nonaccRuing

total 
past due

cuRRent 
loans

loan 
poRtfolio

financial institutions $     — $   — $  7,091 $7,091 $  702,068 $  709,159

corporate 151 — — 151 352,369 352,520

Total Past-Due Loans $   151 $   — $  7,091 $7,242 $1,054,437 $1,061,679

As % of loan portfolio 0.01% 0.00% 0.67% 0.68% 99.32% 100.00%

Allowance for loan losses 47,414

coverage 654.71% 4.47%

loans on which the accrual of interest has been discontinued totaled $19,757 as of december 31, 2013 ($22,268 as of 
december 31, 2012). interest collected on loans in nonaccrual status for the year ended december 31, 2013, was $552 
($447 for the year ended december 31, 2012).

the recorded investment in nonaccruing loans at amortized cost is summarized by investment type as follows:

usd thousAnds

deceMbeR 31

2013 2012

corporate $   12,441 $   12,830

financial institutions 7,316 9,438

Total Nonaccrual Loans $   19,757 $   22,268

loan portfolio $1,026,659 $1,061,679

nonaccrual/loan portfolio 1.92% 2.10%

Allowance for loan losses $   47,056 $   47,414

coverage of nonaccrual 238.17% 212.92%
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the maturity structure of the corporation’s loan investments is summarized below:

usd thousAnds

deceMbeR 31

2013 2012

pRincipal 
outstanding

aVeRage  
yield

pRincipal 
outstanding

aVeRage  
yield

due in one year or less $  302,378 4.10% $  317,022 3.63%

due after one year through five years 586,479 4.41% 647,739 4.62%

due after five years through eleven years 137,802 5.29% 96,918 5.71%

$1,026,659 $1,061,679

the corporation’s investment in impaired loans as of december 31, 2013, was $17,452 ($10,557 as of december 31, 
2012). the average investment in impaired loans for the period ended december 31, 2013, was $15,479 ($10,741 as of 
december 31, 2012). the total amount of the allowance related to impaired loans as of december 31, 2013 and 2012, 
was $7,006 and $5,308, respectively. the corporation’s loan investment portfolio includes one loan that was considered 
a troubled debt restructuring as of december 31, 2009, and is considered within the impaired loans as of december 31, 
2013. As of december 31, 2013, there were no troubled debt restructurings within the loan portfolio (none as of 
december 31, 2012).

the corporation received partial recoveries on corporate and financial institution loans during 2013 and 2012. during 
2013, the corporation’s loan investment portfolio includes one corporate loan recovery for $7,396.

changes in the allowance for loan losses by investment type are summarized below:

usd thousAnds

2013 2012

financial 
institutions coRpoRate total

financial 
institutions coRpoRate total

Balance as of January 1 $22,266 $25,148 $47,414 $22,302 $22,664 $44,966

investments charged off, net — — — — (74) (74)

Recoveries 332 9,414 9,746 244 2,090 2,334

(Release of)/provision for losses (409) (9,695) (10,104) (280) 468 188

Balance as of December 31 $22,189 $24,867 $47,056 $22,266 $25,148 $47,414
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the corporation utilizes a rating system to classify loans according to creditworthiness and risk. each loan is categorized 
as A, B, substandard, doubtful, or loss. A description of each category (credit quality indicator) follows:

cRedit Quality 
indicatoR descRiption

A this category considers companies with capacity to meet their obligations and whose financial 
condition is not being affected by internal and/or external variables that could hinder this capacity. 
projects classified as A are assigned a general allowance between 0.40% to 6.35% for senior, and 
0.55% to 8.75% for subordinated debt depending upon the results of a specific analysis of their 
risk variables.

B the company is able to meet its obligations but is facing adverse internal and/or external 
conditions that could hinder its financial capacity if these conditions continue. projects classified 
as B are assigned a general allowance for senior debt of 9.35% and subordinated debt of 12.85%.

substandard the current financial condition and payment capacity of the company may adversely impact 
collection, but no loss of principal is expected. the company’s cash flow generation continues to 
show signs of deterioration. the company demonstrates persistent and well-defined deficiencies 
which, if allowed to continue, would result in an inability to repay the obligation to the corporation 
in full. the company is in payment default or exhibits an increased risk of default if the 
weaknesses are not corrected. significant operating or financial structure changes are required in 
order to restore the company’s creditworthiness. projects classified as substandard are assigned 
a general allowance for senior debt of 21.90% and subordinated debt of 30.00%.

doubtful this category considers when the company is unable to service its debts and collection is unlikely, 
either by means of payments based on the company’s financial performance, payments made 
by sponsors, or the liquidation of collateral. the creditworthiness of the company is impaired, 
with an increased likelihood of loss. major restructuring of the investment and/or operation is 
required, and a number of specific actions (liquidation, recapitalization, etc.) may be taken. for 
projects classified as doubtful, an independent cash flow analysis is performed in accordance with 
Asc 310-10-35 to determine the necessary allowance.

loss All or part of the corporation’s loan is considered uncollectible. the project is likely to be in 
bankruptcy and may have ceased operations. the liquidation value of collateral or recourse against 
guarantors is insufficient for full recovery of the corporation’s investment. for projects classified 
as loss, an independent cash flow analysis is performed in accordance with Asc 310-10-35, to 
determine the necessary allowance.
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A summary of the corporation’s loans at amortized cost by credit quality indicator and investment type as of 
december 31, 2013:

categoRy

deceMbeR 31, 2013

financial 
institutions coRpoRate total

A $627,206 $274,162 $  901,368

B 48,630 54,584 103,214

substandard — 4,625 4,625

doubtful 4,847 12,605 17,452

loss — — —

Total $680,683 $345,976 $1,026,659

A summary of the corporation’s loans at amortized cost by credit quality indicator and investment type as of 
december 31, 2012:

categoRy

deceMbeR 31, 2012

financial 
institutions coRpoRate total

A $673,146 $298,213 $  971,359

B 28,922 38,822 67,744

substandard — 12,019 12,019

doubtful 7,091 3,466 10,557

loss — — —

Total $709,159 $352,520 $1,061,679

Equity Investments

As of december 31, 2013, the corporation has seven direct equity investments (six as of december 31, 2012) with a 
carrying value of $10,562 ($8,930 as of december 31, 2012). the direct equity investments are reported at cost, and 
the corporation’s other-than-temporary impairment losses on these investments as of december 31, 2013, were $49 
($0 as of december 31, 2012).

the corporation has eleven investments in lps as of december 31, 2013 (twelve as of december 31, 2012), with one 
carried at cost of $3,033 (one at $3,033 as of december 31, 2012) and ten carried at fair value of $12,457 (eleven at 
fair value of $14,673 as of december 31, 2012). the corporation’s investments in lps may be generally liquidated over a 
period of ten years with up to two one-year extensions.
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5. ReceiVables and otheR assets

Receivables and other assets are summarized below:

usd thousAnds

deceMbeR 31

2013 2012

other current assets

interest receivable on loan investments $ 8,680 $ 8,033

interest receivable on investment securities 672 672

other current assets 7,911 6,321

17,263 15,026

other noncurrent assets

postretirement Benefit plan, net asset 9,373 —

other noncurrent assets 1,899 4,802

11,272 4,802

Total receivables and other assets $28,535 $19,828

As of december 31, 2013, the postretirement Benefit plan net asset reflects the overfunded status of the plan. Refer to 
note 15.

6. accounts payable and otheR liabilities

Accounts payable and other liabilities are summarized below:

usd thousAnds

deceMbeR 31

2013 2012

pension plan, net liability $ 8,681 $33,629

deferred revenue 7,389 5,478

employment benefits payable 5,258 5,195

due to other idB Group entities 4,132 3,019

postretirement Benefit plan, net liability — 10,896

Accounts payable and other liabilities 3,981 5,752

Total accounts payable and other liabilities $29,441 $63,969

As of december 31, 2013 and 2012, the pension plan net liability reflects the underfunded status of the plan. As of 
december 31, 2012, the postretirement Benefit plan net liability reflects the underfunded status of the plan. Refer to 
note 15.
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7. boRRoWings and long -teRM debt

Borrowings and long-term debt outstanding, by currency, are as follows:

usd thousAnds

deceMbeR 31

2013 2012

Borrowings and debt (by currency)
aMount 

outstanding
Weighted  
aVg. cost

aMount 
outstanding

Weighted  
aVg. cost

u.s. dollar $760,048 0.89% $820,000 1.22%

mexican peso 122,284 4.48% 123,402 4.93%

Brazilian real 19,214 10.20% 22,027 10.56%

euro 1,956 1.07% 2,296 2.10%

peruvian nuevo sol — — 1,308 7.11%

Argentinean peso — — 325 9.15%

$903,502 $969,358

short-term borrowings (121,167) (21,498)

long-term borrowings and debt $782,335 $947,860

the corporation has available a renewable borrowing facility with the idB amounting to $300,000. in August 2008, 
the corporation borrowed $100,000 under this facility. Borrowings under the idB facility are due fifteen years after 
the respective disbursement. the corporation has the right to use this facility until november 2015. in addition, as 
of december 31, 2013, the corporation has available a stand-by credit facility with a AA- institution amounting to 
$100,000. the corporation has the right to use this stand-by credit facility until June 2014. other credit facilities 
available amount to $283,443 as of december 31, 2013.

the corporation’s outstanding borrowings as of december 31, 2013, consist of bilateral loans amounting to $381,170, 
term notes amounting to $400,048, and bond issuances amounting to $122,284.

on november 16, 2012, the corporation issued u.s.-dollar denominated, three-month liBoR plus 0.35% notes as part 
of its euro medium-term note program in the capital markets in the amount of $350,000, maturing in 2015, followed by 
an additional $50,000 issue on february 19, 2013, which was issued at a premium, maturing in 2015. interest on the 
notes is payable quarterly and at maturity. the term note program offering was the corporation’s first on the international 
financial market, aimed at diversifying its sources of funding.

on may 13, 2011, the corporation issued interbank reference rate (tiie) plus 0.05% foreign-currency bonds in the 
amount of 800 million mexican pesos (equivalent to $61,142) before underwriting and other issuance costs, maturing 
in 2014. on April 27, 2012, the corporation also issued tiie plus 0.22% foreign-currency bonds in the amount of 
800 million mexican pesos (equivalent to $61,142) before underwriting and other issuance costs, maturing in 2015. the 
proceeds were used to provide financing for reinvestment in local markets. interest on the bonds is payable monthly and 
at maturity. the bonds are negotiable on the mexican stock exchange. the bonds represent unsecured obligations of the 
corporation ranking equal in right of payment to all existing and future debt, including claims of other general creditors. 
the bonds may not be redeemed prior to their maturity.
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the maturity structure of borrowings, term notes, and bonds outstanding is as follows:

usd thousAnds 2014 2015 2016 2017 2018 thRough 2025

Borrowings $ 60,000 $ 80,000 $ 89,214 $— $1,956 $150,000

term notes — 400,048 — — — —

Bonds 61,142 61,142 — — — —

$121,142 $541,190 $ 89,214 $— $1,956 $150,000

As of december 31, 2013, borrowings and long-term debt-related expense includes interest expense of $14,895 
($15,900 as of december 31, 2012).

8. capital

the corporation’s original authorized share capital was increased from $200 million to $705.9 million, through a general 
$500 million capital increase approved in 1999, and several special increases to allow for admission of new members. 
the increases allocated a total of $505.9 million for subscriptions by new and existing member countries, during the 
subscription periods, as set forth in the corresponding resolutions. the corporation issues only full shares, with a par 
value of ten thousand dollars.

in may 2012, 1,581 shares issued in the context of the 1999 capital increase reverted back to the corporation as 
unsubscribed shares. of these, 230 shares were allocated by the corporation’s Governors for purchase by china, Korea, 
and canada; china and Korea each subscribed and paid for 40 of these shares, and 150 remain allocated for canada’s 
admission. the remaining 1,351 capital increase shares were designated for reallocation among the corporation’s 
shareholders pursuant to a mechanism adopted by the Board of executive directors in 2008. the first round of 
reallocation subscriptions concluded in may 2013, and all 1,351 available shares were subscribed.

under the Agreement establishing the inter-American investment corporation, any member may withdraw from the 
corporation by notifying the corporation’s principal office in writing of its intention to do so. such withdrawal shall 
become effective on the date specified in the notice but in no event prior to six months from the date on which such 
notice was delivered to the corporation. even after withdrawing, a member shall remain liable for all obligations to the 
corporation to which it was subject on the date of delivery of the withdrawal notice.

in the event a member withdraws from the corporation, the corporation and the member may agree on the withdrawal 
from membership and the repurchase of shares of said member on terms appropriate under the circumstances. if such 
agreement is not reached within three months of the date on which such member expresses its desire to withdraw from 
membership, or within a term agreed upon between both parties, the repurchase price of the member’s shares shall be 
equal to the book value thereof on the date when the member ceases to belong to the corporation, such book value to 
be determined by the corporation’s audited financial statements. payment for shares shall be made, upon surrender 
of the corresponding share certificates, in such installments, at such times, and in such available currencies as the 
corporation shall determine, taking into account its financial position.
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the following table lists the capital stock subscribed and subscriptions receivable from members:

deceMbeR 31

total capital stock subscRibed subscRiptions 
ReceiVable  

fRoM MeMbeRsshaRes aMount

usd thousAnds

Argentina 8,089 $ 80,890 $ 3,220
Austria 345 3,450 —
Bahamas 144 1,440 —
Barbados 101 1,010 —
Belgium 169 1,690 —
Belize 101 1,010 —
Bolivarian Republic of Venezuela 4,311 43,110 —
Brazil 8,089 80,890 3,220
chile 2,003 20,030 —
colombia 2,086 20,860 —
costa Rica 314 3,140 —
denmark 1,071 10,710 —
dominican Republic 437 4,370 170
ecuador 437 4,370 170
el salvador 314 3,140 —
finland 393 3,930 —
france 2,162 21,620 —
Germany 1,334 13,340 —
Guatemala 420 4,200 —
Guyana 120 1,200 —
haiti 314 3,140 —
honduras 314 3,140 —
israel 173 1,730 —
italy 2,162 21,620 —
Jamaica 420 4,200 —
Japan 2,492 24,920 —
mexico 5,207 52,070 2,070
netherlands 1,071 10,710 —
nicaragua 314 3,140 —
norway 393 3,930 —
panama 327 3,270 130
paraguay 327 3,270 130
people’s Republic of china 156 1,560 60
peru 2,086 20,860 830
plurinational state of Bolivia 650 6,500 260
portugal 182 1,820 —
Republic of Korea 156 1,560 60
spain 2,492 24,920 —
suriname 105 1,050 40
sweden 393 3,930 —
switzerland 1,071 10,710 —
trinidad and tobago 314 3,140 —
united states 16,019 160,190 —
uruguay 862 8,620 340

Total 2013 70,440 $704,400 $10,700

Total 2012 68,979 $689,790 $   400
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9. MeasuReMents and changes in faiR Value

the corporation’s assets and liabilities recorded at fair value have been categorized based on a fair value hierarchy in 
accordance with fAsB Asc 820-10-50-2.

the following fair value hierarchy table presents information about the corporation’s assets measured at fair value on a 
recurring basis as of december 31, 2013:

usd thousAnds
balance as of 

deceMbeR 31, 2013

Quoted pRices  
in actiVe  

MaRkets foR 
identical assets  

(leVel 1)

significant otheR 
obseRVable inputs 

(leVel 2)

significant 
unobseRVable 

inputs  
(leVel 3)

assets

corporate securities $567,650 $21,032 $546,618 $     —

Agency securities 78,820 63,826 14,994 —

Government securities 47,753 37,754 9,999 —

limited partnerships* 12,457 — — 12,457

* Represents investments in which fair value accounting has been elected that would otherwise be accounted for under the equity method  
of accounting.

the following fair value hierarchy table presents information about the corporation’s assets measured at fair value on a 
recurring basis as of december 31, 2012:

usd thousAnds
balance as of 

deceMbeR 31, 2012

Quoted pRices  
in actiVe  

MaRkets foR 
identical assets  

(leVel 1)

significant otheR 
obseRVable inputs 

(leVel 2)

significant 
unobseRVable 

inputs  
(leVel 3)

assets

corporate securities $553,545 $22,594 $530,951 $     —

Government securities 66,498 — 66,498 —

Agency securities 64,967 64,967 — —

limited partnerships* 14,673 — — 14,673

* Represents investments in which fair value accounting has been elected that would otherwise be accounted for under the equity method  
of accounting.

the following table presents gains and losses due to changes in fair value for items measured at fair value for the year 
ended december 31, 2013:

usd thousAnds

changes in faiR 
Value included  

in eaRnings  
foR the yeaR

assets

corporate securities $7,481

Government securities  1,585

limited partnerships*    620

Agency securities     30

$9,716

*Represents investments that would otherwise be accounted for under the equity method of accounting.

26 I n t e r - A m e r I c A n  I n v e s t m e n t  c o r p o r A t I o n

n o t e s  t o  t h e  F I n A n c I A l  s tAt e m e n t s
(UsD thoUsAnDs, Unless otherwIse InDIcAteD)



the following table presents gains and losses due to changes in fair value for items measured at fair value for the year 
ended december 31, 2012:

usd thousAnds

changes in faiR 
Value included  

in eaRnings  
foR the yeaR

assets

corporate securities $4,482

Government securities  2,687

Agency securities    193

limited partnerships*     34

$7,396

*Represents investments that would otherwise be accounted for under the equity method of accounting.

changes in level 3 assets measured at fair value on a recurring basis for the years ended december 31, 2013 and 2012, 
are as follows:

usd thousAnds

faiR Value 
MeasuReMents foR 

lps using significant 
unobseRVable inputs 

(leVel 3)

As of January 1, 2012 $16,583

net asset change due to net gains 34

distributions received (3,528)

Additional investments 1,584

As of December 31, 2012 $14,673

As of January 1, 2013 $14,673

net asset change due to net gains 620

distributions received (5,273)

Additional investments 2,437

As of December 31, 2013 $12,457

certain of the corporation’s financial instruments are not measured at fair value on a recurring basis but nevertheless 
are recorded at amounts that approximate fair value due to their liquid or short-term nature. such financial assets  
and financial liabilities include: cash and cash equivalents, Receivables and other assets, and Accounts payable and 
other liabilities.

certain corporate securities, agency securities, and mutual funds that include non-u.s. government bonds are measured 
at fair value based on quoted market prices in active markets, a valuation technique consistent with the market 
approach. such securities are classified within level 1 of the fair value hierarchy.

commercial papers (cp) and certificates of deposit (cd), which are not actively traded, are issued on a tailor-made basis 
under large u.s.-based cp or cd programs. these securities are valued through pricing models, as their prices are not 
available from market vendors and as a result are classified as level 2.
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the corporation’s loans are generally carried at the principal amount outstanding. for disclosure purposes, the 
corporation uses a december 31 measurement date to determine the fair value of its loan portfolio. As of december 31, 
2013, and for those loans for which it is practicable to determine fair value, the carrying amount of loan investments, 
plus accrued interest, was $400,753 ($446,984 as of december 31, 2012), and their estimated fair value amounted 
to $410,492 ($444,972 as of december 31, 2012). management concluded that it is not practicable to determine the 
fair value of the remainder of the loan portfolio, which included custom-tailored financing to small and medium-size 
enterprises operating in the corporation’s regional member countries. As of december 31, 2013, the carrying value of 
this remainder portfolio, without including accrued interest, was $627,721 ($618,945 as of december 31, 2012), with 
interest rates that range from 0.78% to 13.81% (1.09% to 12.30% as of december 31, 2012) and maturities that range 
from less than one year to 15 years (less than one year to 13 years as of december 31, 2012). Any excess or deficit 
resulting from the difference between the carrying amounts of the loan portfolio and the fair value presented does not 
necessarily reflect the realizable values (since the corporation generally holds investments with contractual maturities 
with the aim of realizing their recorded values and, therefore, maximizing the developmental aspects of the investment).

the corporation’s borrowings and long-term debt are recorded at historical amounts unless elected for fair value 
accounting under the fair Value option subsection of subtopic 825-10. the fair value of the corporation’s borrowings 
and long-term debt was estimated using either quoted market prices or discounted cash flow analyses based on 
the corporation’s current borrowing rates for similar types of borrowings and long-term debt arrangements. As of 
december 31, 2013, the carrying value of the corporation’s borrowings and long-term debt, plus accrued interest, was 
approximately $2,418 lower than fair value ($1,980 lower than fair value as of december 31, 2012).

the carrying value of equity investments reported at cost amounted to $13,595 as of december 31, 2013 ($11,963 as 
of december 31, 2012). for the corporation’s direct equity investments, it is not practicable to determine the fair value, 
as these are custom-tailored private placement transactions for small and medium-size enterprises operating in the 
corporation’s regional member countries.

the carrying value of equity investments reported at fair value amounted to $12,457 as of december 31, 2013 ($14,673 
as of december 31, 2012). the amount of total net gains and losses for the year ended december 31, 2013, included 
in changes in carrying value of equity investments attributable to the change in unrealized net gain relating to assets still 
held at that date was $1,694 ($13 unrealized net loss as of december 31, 2012). for certain of the investments in lps 
reported at cost, the total carrying value was $3,033 as of december 31, 2013 ($3,033 as of december 31, 2012), and 
the estimated fair value was $3,707 as of december 31, 2013 ($3,482 as of december 31, 2012).

As a practical expedient, fair value for investments in lps was determined using the estimated net asset value (nAV) 
provided by the lps. the nAVs that have been provided by the lps are derived from the fair values of the underlying 
investments as of the reporting date. All investments for which nAV is used as fair value (a) do not have a readily 
determinable fair value and (b) either prepare financial statements consistent with the measurement principles of 
an investment company or have the attributes of an investment company. Generally, lps have finite lives and the 
corporation does not sell or redeem its investments in lps. investments in lps that the corporation cannot redeem on 
the measurement date or in the near term are classified as level 3. proceeds are distributed to the corporation as the 
lps sell the underlying investment. Adjustments to the net asset value are made when evidence indicates that fair value 
differs significantly from net asset value.

10. guaRantees

As of december 31, 2013, no notices of default have been received since inception of the outstanding guarantee product 
(no notices as of december 31, 2012). Guarantees entered into by the corporation generally have maturities consistent 
with those of the loan portfolio. the maximum potential amount of future payments, which represents the notional 
amounts that could be lost under the guarantee in the event there were a total default by the guaranteed party without 
taking into consideration possible recoveries under recourse provisions or from collateral held or pledged, amounted 
to $5,663 as of december 31, 2013 ($6,171 as of december 31, 2012). As of december 31, 2013, the outstanding 
guarantee was provided in a currency other than the united states dollar. there was no provision for losses on the 
guarantee in the statement of income as of december 31, 2013 (none as of december 31, 2012). the estimated fair 
value of the guarantee liability is $1,223 as of december 31, 2013 ($1,228 as of december 31, 2012).
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11. contingencies

in the ordinary course of business, the corporation is defendant or codefendant or party in various litigation matters 
inherent to and typical of the operations in which it is engaged. in the opinion of the corporation’s management, the 
ultimate resolution of these legal proceedings would not have a material adverse effect on the financial position, results 
of operations, or cash flows of the corporation.

12. subseQuent eVents

the corporation monitors significant events occurring after the balance sheet date and prior to the issuance of the 
financial statements to determine the impact, if any, of events on the financial statements to be issued. All subsequent 
events of which the corporation is aware were evaluated through the approval date by the Board of Governors on march 
30, 2014. management determined that there are no subsequent events that require disclosure under fAsB Asc topic 
855, Subsequent Events.

13. lending aRRangeMents

the corporation mobilizes funds from commercial banks and other financial institutions in connection with certain of its 
lending arrangements. these arrangements are administered and serviced by the corporation on behalf of participants. 
the arrangements are structured such that the participating lenders must fund their respective share of each loan, and 
there is no recourse to the corporation.

during the year ended december 31, 2013, the corporation called and disbursed $93,516 in funds from participating 
lenders ($324,208 as of december 31, 2012). undisbursed funds commitments from participating lenders totaled 
$15,345 as of december 31, 2013 ($2,519 as of december 31, 2012).

14. Related -paRty tRansactions

the corporation obtains certain administrative and overhead services from the idB in areas where common services can 
be efficiently provided by the idB. the corporation has a lease agreement with the idB for its headquarters office space 
that will expire in 2020.

the corporation paid the following amounts to the idB for office space and certain administrative support services:

usd thousAnds

yeaR ended deceMbeR 31

2013 2012

office space (headquarters and other) $2,529 $2,456

support services    815    930

other idB services    288    138

$3,632 $3,524

expected payments under the current lease agreement with the idB are as follows:

usd thousAnds 2014 2015 2016 2017 2018 2019–2020

office space (headquarters) $2,063 $2,125 $2,189 $2,254 $2,322 $4,855

$2,063 $2,125 $2,189 $2,254 $2,322 $4,855

payables due to the idB were $4,132 as of december 31, 2013 ($3,019 as of december 31, 2012).

As of december 31, 2013 and 2012, the corporation had borrowed $100,000 from the idB credit facility. Refer to 
note 7.
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the corporation provides advisory services to idB Group entities. the corporation has received full payment for fees 
payable as of december 31, 2013, under these arrangements, for a total amount of $100 ($100 for the year ended 
december 31, 2012).

15. pension and postRetiReMent benefit plans

the idB sponsors a defined benefit plan (the pension plan) covering substantially all staff of the corporation and the 
idB. the pension plan covers international and local employees. under the pension plan, benefits are based on years of 
service and average compensation, with the staff contributing a fixed percentage of remuneration and the corporation 
and the idB contributing the remainder of the actuarially determined cost of future pension plan benefits. Any and all 
contributions to the pension plan are irrevocable and are held separately in retirement funds solely for the payment of 
benefits under the plan.

the corporation also provides certain health care and other benefits to retirees. All current staff who contribute to the 
pension plan while in active service and who meet certain requirements are eligible for postretirement benefits under the 
postretirement Benefit plan (pRBp). Retirees contribute toward the pRBp based on an established premium schedule. 
the corporation contributes the remainder of the actuarially determined cost of future health and other benefits. While 
all contributions and all other assets and income of the pRBp remain the property of the corporation, they are held 
and administered separately and apart from the other property and assets of the corporation solely for the purpose of 
payment of benefits under the pRBp.

since both the idB and the corporation participate in the pension plan and the pRBp, each employer presents its 
respective share of them. the amounts presented reflect the corporation’s proportionate share of costs, assets, and 
obligations of the pension plan and the pRBp in accordance with Asc topic 715, Compensation—Retirement Benefits.
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Obligations and Funded Status

the corporation uses a december 31 measurement date for the pension plan and the pRBp. the following table 
summarizes the change in benefit obligation, change in plan assets, and funded status of the pension plan and the 
pRBp, and the amount recognized on the balance sheet:

usd thousAnds

pension plan pRbp

2013 2012 2013 2012

Reconciliation of benefit obligation

obligation as of January 1 $(100,798) $ (80,809) $(60,427) $(47,894)

service cost (4,720) (3,643) (2,508) (2,045)

interest cost (4,035) (3,822) (2,343) (2,300)

participants’ contributions (957) (1,033) — —

Actuarial gain/(loss) 23,714 (12,888) 15,714 (8,585)

Benefits paid 1,107 1,397 420 426

Retiree part d subsidy — — (6) (29)

obligation as of december 31 (85,689) (100,798) (49,150) (60,427)

Reconciliation of fair value of plan assets

fair value of plan assets as of January 1 67,169 57,196 49,531 41,053

net transfers between idB and iic (234) 194 — —

Actual return on assets 7,256 7,959 5,501 6,126

Benefits paid (1,107) (1,397) (420) (426)

participants’ contributions 957 1,033 — —

employer contributions 2,967 2,184 3,911 2,778

fair value of plan assets as of december 31 77,008 67,169 58,523 49,531

Funded status

(underfunded)/funded status as of december 31 (8,681) (33,629) 9,373 (10,896)

Net amount recognized as of December 31 $  (8,681) $ (33,629) $  9,373 $(10,896)

Amounts recognized as (liabilities)/assets consist of:

plan benefits (liabilities)/assets (8,681) (33,629) 9,373 (10,896)

Net amount recognized as of December 31 $  (8,681) $ (33,629) $  9,373 $(10,896)

Amounts recognized in accumulated other 
comprehensive income consist of:

net actuarial gain/(loss) 692 30,240 (774) 18,711

prior service costs 7 21 — —

net initial asset — — 183 357

Net amount recognized as of December 31 $     699 $  30,261 $   (591) $ 19,068

the accumulated benefit obligation attributable to the corporation for the pension plan was $73,165 and $78,667 as of 
december 31, 2013 and 2012, respectively.
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Components of Net Periodic Benefit Cost

net periodic benefit cost consists of the following components:

usd thousAnds

pension plan pRbp

yeaR ended deceMbeR 31

2013 2012 2013 2012

service cost $ 4,720 $ 3,643 $ 2,508 $ 2,045

interest cost 4,035 3,822 2,343 2,300

expected return on plan assets (4,007) (3,733) (2,973) (2,762)

Amortization of:

transition obligation — — 174 174

unrecognized net actuarial loss 2,585 1,593 1,243 728

prior service cost 14 14 — 920

Net periodic benefit cost $ 7,347 $ 5,339 $ 3,295 $ 3,405

other changes in plan assets and benefit obligations recognized in other comprehensive income/(loss):

usd thousAnds

pension plan pRbp

yeaR ended deceMbeR 31

2013 2012 2013 2012

net actuarial (gain)/loss $(26,963) $ 8,468 $(18,242) $5,221

Amortization of:

transition obligation — — (174) (174)

unrecognized net actuarial loss (2,585) (1,593) (1,243) (728)

prior service cost (14) (14) — (920)

Total recognized in other comprehensive  
(income)/loss (29,562) 6,861 (19,659) 3,399

Total recognized in net periodic benefit cost  
and other comprehensive (income)/loss $(22,215) $12,200 $(16,364) $6,804

the estimated net actuarial gain or loss, prior service cost, and net initial obligation for the pension plan and the pRBp 
that will be amortized from accumulated other comprehensive income into net periodic benefit cost during 2014 amount 
to a net of $7 for the pension plan and $174 for the pRBp.

Actuarial Assumptions

the actuarial assumptions used are based on financial market interest rates, past experience, and management’s 
best estimate of future benefit changes and economic conditions. changes in these assumptions will impact future 
benefit costs and obligations. Actuarial gains and losses occur when actual results are different from expected results. 
unrecognized actuarial gains and losses that exceed 10% of the greater of the benefit obligation or market-related value 
of the plan assets at the beginning of 2013 are amortized over the average remaining service period of active participants 
expected to receive benefits under the pension plan and pRBp, which approximates 11.7 and 12 years, respectively.

unrecognized prior service cost is amortized over 10.5 years for the pension plan and 2.2 years for the pRBp. As of 
december 31, 2009, there was a plan amendment to the pRBp of $4,600. the unrecognized prior service cost for this 
amendment is fully amortized as of december 31, 2013.
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the weighted-average assumptions used to determine the benefit obligation and the net periodic benefit cost were  
as follows:

pension plan pRbp

2013 2012 2013 2012

Weighted average assumptions used to determine 
benefit obligation as of December 31

discount rate 4.85% 4.00% 4.99% 4.25%

Rate of compensation increase 4.30% 5.50%

usd thousAnds

pension plan pRbp

2013 2012 2013 2012

Weighted average assumptions used to determine net 
periodic benefit cost for years ended December 31

discount rate 4.00% 4.75% 4.25% 5.00%

expected long-term return on plan assets 6.75% 6.75% 6.75% 6.75%

Rate of compensation increase 5.50% 5.50%

the expected yearly rate of return on plan assets reflects the historical rate of return of asset categories employed by the 
plans and conservatively applying those returns in formulating the investment policy asset allocations. the discount rates 
used in determining the benefit obligation are selected by reference to the year-end AAA and AA corporate bond rates. 
the inflation rate used is the 30-year breakeven inflation rate, derived from nominal and real u.s. treasury bonds, with 
20-year duration.

for participants assumed to retire in the united states, the accumulated postretirement benefit obligation was 
determined using the following health care cost trend rates:

pRbp

2013 2012

Rate to which the cost trend rate is expected to decline (ultimate trend rate) 4.50% 4.50%

Year that the rate reaches the ultimate trend rate 2018 2018

Health care cost trend rate assumed for next year

medical—non-medicare 7.00% 7.50%

medical—medicare 6.00% 6.50%

prescription drugs 6.50% 7.00%

dental 4.50% 5.00%

Retirement cost outside u.s.* 6.00% 6.50%

*Refers to all services provided to participants assumed to retire outside the united states.
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Assumed health care cost trend rates have a significant effect on the amounts reported for the pRBp. A one-percentage-
point change in assumed health care cost trend rates would have the following effects:

usd thousAnds

one-peRcentage-point  
incRease

one-peRcentage-point 
decRease

yeaR ended deceMbeR 31

2013 2012 2013 2012

effect on total of service and interest cost components $ 1,154 $ 1,139 $  (818) $   (804)

effect on postretirement benefit obligation  10,965  12,669  (8,027)  (11,532)

Plan Assets

the assets of the pension plan and the pRBp are managed primarily by investment managers employed by the idB 
who are provided with investment guidelines that take the pension plan and pRBp investment policies into account. 
investment policies with long-term strategic asset allocations have been developed so that there is an expectation of 
sufficient returns to meet long-term funding needs. the policies include investments in fixed income and u.s. inflation-
indexed bonds to partially hedge the interest rate and inflation exposure in the pension plan and pRBp’s liabilities and to 
protect against disinflation.

the pension plan’s assets are invested with a target allocation of between 45% and 61% to a well-diversified pool of 
developed and emerging markets equities, and exposures of 3% to emerging markets debt, 3% to commodity index 
futures, 0% to 2% to public real estate, 2% to 3% to private real estate, and 0% to 2% to high-yield fixed income. the 
pension plan’s assets are also invested with exposures of 5% to core fixed-income, 15% to long-duration fixed income, 
and 15% to u.s. inflation-indexed securities.

the pRBp’s assets are invested with a target allocation of between 46% to 62% exposure to a well-diversified pool of 
developed and emerging markets equities, and exposures of 3% to emerging markets debt, 3% to commodity index 
futures, 3% to public real estate, and 2% to high-yield fixed income. pRBp assets are also invested with exposures of 
15% to long-duration fixed income, 5% to core fixed income, and 15% to u.s. inflation-indexed securities.

the investment policy target allocations as of december 31, 2013, are as follows:

pension plan pRbp

u.s. equities 25% 26%

non-u.s. equities 24% 24%

u.s. inflation-indexed bonds 15% 15%

long-duration fixed-income bonds 15% 15%

core fixed income  5%  5%

emerging markets equities  4%  4%

emerging markets debt  3%  3%

commodity index futures  3%  3%

high-yield fixed income  2%  2%

public real estate  2%  3%

private real estate  2%  0%

Risk management is achieved by the continuous monitoring of each asset category level and investment manager. 
the investments are rebalanced toward the policy target allocations using cash flows and through monthly rebalancing 
exercises. investment managers are generally not allowed to invest more than 5% of their respective portfolios in the 
securities of a single issuer other than the u.s. government. the use of derivatives by an investment manager must be 
specifically approved for each instrument by the idB’s investment committee.

34 I n t e r - A m e r I c A n  I n v e s t m e n t  c o r p o r A t I o n

n o t e s  t o  t h e  F I n A n c I A l  s tAt e m e n t s
(UsD thoUsAnDs, Unless otherwIse InDIcAteD)



the following tables set forth the categories of investments of the pension plan and the pRBp as of december 31, 2013 
and 2012, which are measured at fair value and presented together with their weighted average allocation, by level within 
the fair value hierarchy. these investments are classified in their entirety based on the lowest level of input that is 
significant to the fair value measurement, except for investment funds whose classification within the fair value hierarchy 
depends on the ability to redeem their corresponding shares at their net asset value in the near term.

usd thousAnds

pension plan

leVel 1 leVel 2 leVel 3
deceMbeR 31, 

2013

Weighted 
aVeRage 

allocations

equity and equity funds:

u.s. equities $ 4,026 $16,139 $    — $20,165 26%

non-u.s. equities 5,921 12,349 — 18,270 24%

emerging markets equities 4 3,104 — 3,108 4%

public real estate 1,365 — — 1,365 2%

Government bonds and  
diversified bond funds:

long-duration fixed-income bonds 3,689 7,592 — 11,281 15%

core fixed-income bonds 3,601 — — 3,601 5%

high-yield fixed-income bonds — 1,506 — 1,506 2%

u.s. inflation-indexed bonds 10,960 — — 10,960 14%

emerging markets debt — 2,297 — 2,297 3%

Real estate investment funds:

private real estate — — 1,811 1,811 2%

short-term investment funds 2,051 593 — 2,644 3%

$31,617 $43,580 $1,811 $77,008 100%

usd thousAnds

pension plan

leVel 1 leVel 2 leVel 3
deceMbeR 31, 

2012

Weighted 
aVeRage 

allocations

equity and equity funds:

u.s. equities $ 3,530 $13,101 $    — $16,631 25%

non-u.s. equities 5,184 11,207 — 16,391 24%

emerging markets equities — 2,796 — 2,796 4%

public real estate 1,271 — — 1,271 2%

Government bonds and diversified 
bond funds:

long-duration fixed-income bonds 4,924 4,969 — 9,893 15%

core fixed-income bonds 3,115 — — 3,115 5%

high-yield fixed-income bonds — 1,345 — 1,345 2%

u.s. inflation-indexed bonds — 2,076 — 2,076 3%

emerging markets debt 9,891 — — 9,891 15%

Real estate investment funds:

private real estate — — 1,498 1,498 2%

short-term investment funds 1,375 887 — 2,262 3%

$29,290 $36,381 $1,498 $67,169 100%

352 0 1 3  A u d i t e d  F i n A n c i A l  S t A t e m e n t S

n o t e S  t o  t h e  F i n A n c i A l  S tAt e m e n t S
(uSd thouSAndS, unleSS otherwiSe indicAted)



usd thousAnds

pRbp

leVel 1 leVel 2
deceMbeR 31, 

2013

Weighted 
aVeRage 

allocations

equity and equity funds:

u.s. equities $     — $16,006 $16,006 27%

non-u.s. equities — 14,072 14,072 24%

emerging markets equities — 2,310 2,310 4%

public real estate investment funds 1,626 — 1,626 3%

Government bonds and diversified bond funds:

long-duration fixed-income bonds 3,166 5,421 8,587 15%

high-yield debt — 1,148 1,148 2%

emerging markets debt — 1,633 1,633 3%

core fixed-income bonds 2,850 — 2,850 5%

u.s. inflation-indexed bonds 8,314 — 8,314 14%

short-term investment funds 1,977 — 1,977 3%

$17,933 $40,590 $58,523 100%

usd thousAnds

pRbp

leVel 1 leVel 2
deceMbeR 31, 

2012

Weighted 
aVeRage 

allocations

equity and equity funds:

u.s. equities $     — $14,305 $14,305 29%

non-u.s. equities — 12,044 12,044 24%

emerging markets equities — 2,030 2,030 4%

public real estate investment funds 1,484 — 1,484 3%

Government bonds and diversified bond funds:

long-duration fixed-income bonds 4,078 3,278 7,356 15%

high-yield debt — 998 998 2%

emerging markets debt — 1,499 1,499 3%

core fixed-income bonds 2,219 — 2,219 4%

u.s. inflation-indexed bonds 7,233 — 7,233 15%

short-term investment funds 174 189 363 1%

$15,188 $34,343 $49,531 100%

investment securities that are measured at fair value based on quoted market prices in active markets, a valuation 
technique consistent with the market approach, include u.s. equities, non-u.s. equities, fixed-income mutual funds, and 
u.s. treasury inflation-indexed bonds. such securities are classified within level 1 of the fair value hierarchy. As required 
by the fair value measurement framework, no adjustments are made to the quoted price for such securities.

commingled emerging markets equity and debt funds and short-term investment funds, which are not publicly traded, are 
measured at fair value based on the net asset value of the investment funds and are classified as level 2, as they are 
redeemable with the investee in the near term at their net asset value per share at the measurement date. this valuation 
technique is consistent with the market approach.
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private real estate investment funds are measured at fair value based on the net asset value of these investment 
funds and are classified as level 3, as the length of the time required to redeem these investments is uncertain. the 
valuation assumptions used by these investment funds include market value of similar properties, discounted cash flows, 
replacement cost, and debt on property (direct capitalization). these methodologies are valuation techniques consistent 
with the market and cost approaches.

changes in level 3 assets measured at fair value on a recurring basis for the year ended december 31, 2013, are  
as follows:

usd thousAnds

faiR Value MeasuReMents foR the  
pension plan inVestMents using 
significant unobseRVable inputs  

(leVel 3)

As of January 1, 2012 $1,284

total net gains 214

sales and income distributions —

As of December 31, 2012 $1,498

As of January 1, 2013 1,498

total net gains 313

sales and income distributions —

As of December 31, 2013 $1,811

the amount of total net gains and losses for the year ended december 31, 2013, included in changes in carrying value of 
the pension plan investments attributable to the change in unrealized net gain relating to assets held was $313 (net gain 
of $214 as of december 31, 2012).

Cash Flows

contributions from the corporation to the pension plan and the pRBp during 2014 are expected to be approximately 
$2,200 and $3,509, respectively. All contributions are made in cash.

Estimated Future Benefit Payments

the following table summarizes the benefit payments, which reflect expected future service, as appropriate, expected to 
be paid in each of the next five years and in the aggregate for the subsequent five years. these amounts are based on 
the same assumptions used to measure the benefit obligation as of december 31, 2013.

usd thousAnds pension plan pRbp

Estimated future benefit payments

January 1, 2014–december 31, 2014 $ 2,006 $  662

January 1, 2015–december 31, 2015 2,191 726

January 1, 2016–december 31, 2016 2,491 833

January 1, 2017–december 31, 2017 2,634 930

January 1, 2018–december 31, 2018 2,790 1,024

January 1, 2019–december 31, 2023 18,762 7,242
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16. ManageMent of eXteRnal funds

the corporation administers on behalf of donors, which include member countries and other entities, funds restricted 
for specific uses that include the cofinancing of certain projects, technical studies for borrowers, project-related studies, 
and research and training programs. these funds are held in trust by the corporation and are not commingled with the 
corporation’s funds, nor are they included in the assets of the corporation. the corporation receives a management  
fee that is generally a percentage of the funds received. this fee is shown as an advisory service fee in the statement 
of income.
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