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LANDSCAPE OF INNOVATIVE FINANCE (DRAFT)

FINANCING NEED

VALUE ADDED

Quantitative New sources
additionality
New financing
objectives
|| Steady, predict-
table financing Long-term-
commitments
Qualitative | | Double
additionality dividends
Country Recipient driven
ownership sources
Impeding Obligatory
. . free-riding sources
Raising of Funds
Front-
Timing of loading
financing
Back-
loading
| | Volatile demand Line of
for financing credit
|| Efficiency Scale .of Micro-
financing finance
Currency
risk Risk
Management:
Interest rate
Managing || risk
financial risks
Counterparty
risk
Avoiding
Financial Intermediation C‘“,‘“l:’ y .
o g . . ris nsurin
and Disintermediation &
Hedging
Country Pooling
risk
Managing Natural disaster
delivery risks risk
Commodity
price risk
Private Sector Results-,
- i neentive, [Tl Governments ] rtormance
Effectiveness incentives Governments performance-
. based
Aid industry instruments
Future market Advanced
failure commitments
Fixing market Present market Subsidies and
failures failure co-payments
. Lack of Pooling pur-
Dellvery of Funds competition chasing power

THE
WORLD
BANK

EXAMPLE INSTRUMENTS AND
MECHANISMS

Giving from foundations, corporations, NGOs, and individuals; aid
from new donor countries; new domestic sources such as Payments
for Environmental Services (PES) and health insurance; blended
value sources such as social responsible investing including Diaspora
Bonds and blended value products including Product Red and vanity
credit cards; global taxes; cap & trade including auctioning of
emission permits and clean investments (carbon funds); global
development bond; and global lottery

International Finance Facility for Immunization; European Union
MDG contract; Advanced Market Commitments; Pledge Guarantee

Local levies: Payment for Environment Services.
Some global taxes: Adaptation Fund; carbon, and other taxes.
Cap & trade: Clean Development Mechanism (CDM).

Local levies: Payment for Environment Services.
Global taxes: Adaptation Fund; carbon, currency, digital, arms trade,
shipping and other taxes.
Cap & trade: Clean Development Mechanism (CDM).

International Finance Facility for Immunization; global development
bond; future flow hard currency receivables securitization

Endowments;
Sovereign Wealth Funds
Deferred Drawdown Options; IMF Exogenous Shocks Facility;
line of sovereign credit

Avoiding: Local currency lending; GEMLOC; local currency bond
markets. Hedging: currency swaps

Avoiding: IBRD Fix Loans; IBRD Flexible Loans.
Hedging: Interest rate swaps

Pooling: Future flow hard currency receivables securitization;
carbon finance securitization

Avoiding: GDP-indexed Bonds;
inflation-indexed Bonds

Hedging: Macro markets and macro derivatives;
derivatives on GDP- or inflation- indexed Bonds

Insuring: Weather and disaster risk insurance. Pooling: Caribbean
Catastrophic Risk Insurance Facility.
Hedging: Weather derivatives, cat bonds

Hedging: Commodity swaps;
Carbon-indexed Bonds including Cool Bond

Advanced Market Commitments; output-based aid; prizes;
patent buy-outs; US priority review

IDA and IBRD credit buy-downs; output-based disbursements;
Millennium Challenge Account;
payments for progress, performance-based financing

Advanced Market Commitments
Affordable medicines Facility-malaria (AMFm)

UNITAID;
Minimum Volume Guarantee



