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Sovereign Structured Finance

Transforming National Assets into Global Liquidity
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EXECUTIVE OVERVIEW

IFB: Commercial Banking for
Sovereign-Scale Projects

International Finance Bank operates as a commercial banking institution
specialising in structured finance solutions for governments and sovereign entities.
Unlike traditional development banks or multilateral lenders, IFB functions as a
market intermediary—originating, structuring, and distributing secured financial
instruments that connect sovereign development needs with institutional capital

markets.

This approach transforms how governments access financing by anchoring credit to
tangible economic assets rather than sovereign creditworthiness alone. The result is
longer tenors, lower pricing, and enhanced debt sustainability—particularly critical
for emerging and frontier markets where sovereign spreads remain prohibitively

expensive.




Three Distinct Financing Paradigms

Sovereign Borrowing

Direct government issuance backed by
general taxation authority and sovereign
credit rating. Entire obligation sits on
national balance sheet. Vulnerable to
rating downgrades and political risk
perception.

Project Finance

Non-recourse lending against specific
project cashflows. Typically involves
construction risk, demand risk, and
complex consortium structures.
Limited to projects with clear revenue
streams.
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Asset-Backed Finance

Secured instruments collateralised by
identifiable assets—natural resources,
gold, infrastructure, receivables. Risk is
ring-fenced, credit enhancement is
built-in, and exposure can be off-
balance-sheet or structured within debt
ceilings.



The Structural Shift: From ‘Plain Vanilla’ to Secured Architecture

Plain-Vanilla
Sovereign Borrowing

Security Basis: Unsecured; 'Full
Faith & Credit'.

Risk Profile: Subject to rating
caps; high refinancing risk.

Traditional
Project Finance

Structure: SPV-based; Non-Recourse

Cashflow: Strictly bound
contractually; tight covenants.

Asset-Backed &
Resource-Backed Finance

Core Logic: Discipline of project
finance + Liquidity of capital markets
Mechanism: Hard Assets + Isolated
Cashflows + Offshore Escrows.




CORE MECHANISM

From Deposits to Marketable Instruments

Commercial banks do not function as permanent lenders holding illiquid loan portfolios. Modern banking operates on an originate-to-distribute
model, where balance sheet capacity is used to structure and warehouse assets temporarily before placement with institutional investors.
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Deposits & Origination & Security & Distribution
Funding Structuring Credit Enh. to Markets




The Core Banking Principle: From Deposit to Marketable Instrument

Funding Basis Structuring & SPV Distribution
Deposits, Credit Lines Asset Isolation (True Sale), Ring-fencing Pension Funds, SWFs,

Capital Markets

Originate-to-Distribute Model

We do not ‘Lend-and-Hold'. We structure risks to fit the
regulatory capital constraints (Basel logic) of global
institutional investors.
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Why Secured Structures Dominate

Emerging Markets

Market Reality

Institutional investors demand asset
certainty in markets where sovereign
ratings remain sub-investment
grade. Secured structures provide
tangible recourse beyond promises.
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Asset-backed instruments with
proper security can price 200-400
basis points tighter

5

Legal ring-fencing protects investors
from broader sovereign distress
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Sovereign bonds in frontier markets
often price at 8-12% yields

4

Natural resource backing converts
political risk into commodity price
risk—which markets understand and
price efficiently




Balance Sheet Optimisation and
Capital Efficiency

Regulatory Logic

Banks operate under capital adequacy frameworks requiring risk-weighted assets to
be backed by equity capital. Secured lending carries lower risk weights than

unsecured exposure.

By structuring transactions with tangible collateral—gold, commodities, receivables
—banks reduce regulatory capital consumption. A loan secured by vaulted gold may
carry a 20% risk weight versus 100% for unsecured sovereign lending. This capital
efficiency allows banks to deploy balance sheet capacity more aggressively whilst
maintaining regulatory compliance.

Furthermore, selling down positions to institutional investors post-structuring frees
balance sheet for new origination, creating a sustainable flywheel of transaction
flow rather than portfolio accumulation.
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INSTRUMENT TAXONOMY

Secured Financial Instruments: The Backbone

IFB financing revolves around a specific set of secured instruments, each tailored to asset class, investor profile, and risk characteristics. These are

not generic loans but structured notes designed for capital market distribution.

Asset-Backed Notes Project Bonds

Securities collateralised by Debt instruments issued by
pools of receivables, project SPVs, backed by
mortgages, or lease contracted revenues from
payments. Investors hold first infrastructure assets—power
claim on underlying plants, toll roads, ports.

cashflows via SPV structure.

Receivables-Backed Securities

Financing against trade receivables, export contracts, or
government payment obligations. Short-tenor, self-liquidating
structures.

Commodity-Linked Notes Gold-Backed Instruments
Instruments with repayment Notes secured by physical
tied to commodity production gold held in custody or future
or pricing. Cashflow depends gold production. Provides

on oil output, mineral liquidity enhancer and credit
extraction, or agricultural risk mitigation.

yields.

Export-Linked Financing

Instruments repaid from future export proceeds. Common for ail,
gas, and mineral exporters needing upfront liquidity.



Strategic Benefits for Governments

Lower Cost of Capital

Asset backing reduces credit risk
premium. Governments access
institutional pricing rather than
distressed sovereign spreads.

Extended Tenors

Secured structures support 15-25
year maturities. Infrastructure-
linked financing can extend to 30
years, matching asset life.

Risk Transfer

Construction, demand, and
commodity price risks are
allocated to parties best
positioned to manage them—not
retained by treasury.

Balance Sheet Flexibility

Ring-fenced SPV structures keep
project debt separate from
sovereign balance sheet,
preserving fiscal space within IMF
and World Bank debt
sustainability frameworks.
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TECHMICAL SPECIFIEATIONS -— TECHWIEAL SPECEFECATEONS [ S—

L
TECIMIEAL SPECEFECATIONS

ﬁ% Gold-Backed \5@ @{ Receivables-Backed 5® @{ Export-Linked 5@

Purpose: Monetization of reserves [ Purpose: Securitizing recurring claims Purpose: Financing via hard-currency
without sale. < (PPAs, Tolls). export streams.

Investors: Central Banks, Bullion Banks. Investors: Insurers, DFIs. Investors: Trading Houses, ECAs.

Risk: Gold price volatility. Risk: Offtaker Counterparty risk. 1 Risk: Production failure, FX transfer. .
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ASSET CLASSES

Natural Resources as Security

Natural resources constitute the most common form of collateral in emerging
market structured finance. Investors lend against proven and probable reserves,
validated through independent reserve reports complying with international
standards such as JORC or NI 43-101.

Security is established through extraction rights, concession agreements, and
production sharing contracts. The government or state-owned enterprise pledges a
portion of future production as repayment. Offtake agreements with creditworthy
purchasers further enhance security—transforming political risk into commodity
price risk, which markets price through established futures and derivatives markets.

Critical minerals—lithium, uranium, rare earths—command premium valuations due
to supply constraints and strategic demand. Resource-backed financing for these
assets attracts sovereign wealth funds and strategic industrial investors seeking
long-term supply security.




Reserve Verification and Valuation

1 2
Proven Reserves Probable Reserves
Geological certainty exceeds 90%. Geological confidence approximately 50%.
Economically recoverable under current Used as secondary security or credit
prices and technology. Acceptable as enhancement. Valuation haircuts of 30—
primary collateral for financing. 50% applied.
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Third-Party Verification

Independent geological engineers certify
reserves. Reports updated annually.
Lenders retain rights to commission
additional audits at borrower expense.

[J Key Requirement: Reserve reports must comply with internationally recognised standards. National estimates without independent

verification are insufficient for institutional investors.



Gold and Precious Metals as Collateral

Physical Gold Backing Gold-Linked Cashflows

Gold held in segregated custody accounts at accredited vaults in Financing against future gold production from operating mines.
London, Zurich, or Dubai. Title perfected through bailment structures. Repayment structured as physical delivery or cash equivalent at
Daily mark-to-market ensures loan-to-value ratios remain within prevailing gold prices. Credit enhancement through offtake
agreed parameters—typically 60-70% LTV. agreements with refiners or bullion banks.

Gold functions as collateral, liquidity enhancer, and credit risk reducer simultaneously. Unlike commodities requiring processing or

transportation, gold maintains universal liquidity and stable value. Sovereign gold holdings can be monetised without permanent asset loss—
financing is repaid, gold returned.



Asset Class I: Natural Resources & Commodities
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The Virtuous Circle Mechanism « -
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Offtaker

Glencore
Trafigura

1 Producer/Asset
National 0il Co.
Mine

- -

SPV / Investors
Anleihegldubiger

Resi rns -
~ra idual Retu e

Valuation relies on P1
Proven Reserves
(NI 43-181 Standards).

Offshore Escrow
Collection Account (Ring-fenced)
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Asset Class lI: Sovereign Gold & Precious Metals

Liquidity Without Divestment

. Swap/Repo N
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e Sovereign Vault ol N\ —! WW;/ Neutral Custodian RS0 0% Liquidity Provider
! (London/Zurich) ‘
* Strategic Function: Credit Enhancement. Gold neutralizes risk premium. e
* Mechanisms: Gold Swaps, Repos, Allocated Accounts. @éﬁ\
. * Key Requirement: Custody in neutral jurisdiction. \&15/ +
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Asset Class lll: Future Flows & Infrastructure
- f

Trapping the Cash Flow
S
International Customers (Obligors) 1
o Z :
: Z Airlines Visa/Mastercard Utility Buyers Y
lPaymem Flow
Sovereign | IF:] MecE‘a/gii:: =Y

Jurisdiction

Offshore Collection
Account (Trustee)

Originator
(Excess Collections)

Investors »
(Principal + Interest) v
*

~
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* Assets: Worker Remittances, Credit Card Vouchers, PPAs. /,‘?\
* Risk Mitigation: Payments never enter the issuer's home country, mitigating transfer & convertibility risks.
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The Security Mechanism: Legal Isolation & Ring-Fencing

Cash-Flow Based
Creditworthiness

The SPV

True Sale: Assets legally
transferred.

The Waterfall: Prioritized
& payments (Debt > O&M >
\ Reserves > Sovereign).

: Q) A s A =
(SpaciaElioose o & ijectlve. Isolatfa project
. Vehicle) ¥ risk from Sovereign
. ’ insolvency.
\\ \\ / //
Asset Based x - d Balance Sheet Based
Creditworthiness \\\\ % Creditworthiness
\‘:::\-_‘[_-—”,/’/
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Investor Base and Risk Appetite

Institutional investors dominate placement of structured instruments.

1 2
Pension Funds Insurance Companies
Seek long-duration, stable cashflows. Require investment-grade or near-

investment-grade credit quality.

3 4
Sovereign Wealth Funds Commodity Traders
Take larger tickets with higher risk Participate when instruments link to
tolerance. physical commodity flows they
understand.
5

Development Finance
Institutions

Provide catalytic capital, particularly
in frontier markets.

Pension Funds

Insurance Companies

Sovereign Wealth Funds

Commodity Traders

Development Finance...
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Risk Allocation Matrix
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Risk Type i : Allocated To : ) Mechanism
- — - e L
< . . i - s -
P011t1<.:a1./ Insurers / MIGA PRI Insurance
L Expropriation - -
: : . A . Hedging / -
Commercial / Price e Offtakers Long-term Contracts -
e ) e ! e T
) Operational ~ Private Operator Performance Bonds
e PN
e =T o e
Construction > EPC Contractor oo Turnkey Contracts
Regulatory :Concession Agreement
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Cross-Country Adaptation Logic

I= al
0il & Cocoa
Pre-export

Finance.

Project Bonds
<Y & Gold.
J; = ~|

I al
Remittances &

Credit Vouchers.

L

Common Denominator: The Offshore Trust & SPV Principle \
remains constant regardless of asset class.
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Strategic Rationale for Sovereigns

‘ Cost of Capital m Tenor & Profile
Secured debt trades tighter. 168-20 year maturities
Prices the asset risk, matching asset life. W
not the country risk. Avoids short-term e
£ refinancing traps.
ASSET-BACKED
PRICING ‘RISK SHIELD'
X : —< +
m Fiscal Optics (DSA) m No Crowding Out
Contingent liabilities. 5 Mobilizes foreign capital
0ff-balance-sheet structures aid instead of draining local
Debt Sustainability Analysis. OFF-BALANCE-SHEET bank liquidity.
STRUCTURE ‘
v LOCAL BANK
LIQUIDITY
2. CONTINGENT
A \&
FOREIGN
CAPITAL INFLOW i

DERT SUSTAINABILITY

SOVEREIGN
ANALYSTS (DSA) METRIC

BALANCE SHEET
(DSA) GLOBAL CAPITAL MARKETS
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Infrastructure and Hard Assets

Physical infrastructure provides excellent security for long-tenor financing. Power
generation assets, transmission grids, pipelines, ports, and housing stock generate
predictable cashflows over decades, aligning naturally with institutional investor
liability profiles.

Power Plants and Grids

Security established through
step-in rights, operations and
maintenance contracts, and

revenue escrow. Lenders can
assume control if borrower
defaults, ensuring cashflow
continuity.

Housing and Real Estate

Mortgage-style security over
residential or commercial
property portfolios. Valuation
supported by independent
appraisals. Foreclosure
mechanisms must be tested
and enforceable.

« Ports and Logistics

Cashflows from berth fees,
cargo handling charges, and
concession revenues. Stable
demand from import/export
activity provides revenue
certainty.



Contracted Cashflows and Escrow
Structures

The most robust security comes not from physical assets but from legally
enforceable cashflow streams directed into lender-controlled accounts before funds

reach the borrower.

Revenue Generation
Offshore Escrow

Debt Service




CAPITAL MARKETS PLACEMENT

From Origination to Distribution

Project Origination

Government identifies infrastructure need
or resource monetisation opportunity. IFB
conducts feasibility analysis, financial
modelling, and structuring proposal.

SPV Structuring

Special purpose vehicle established in
appropriate jurisdiction. Legal isolation
from sovereign balance sheet achieved
through bankruptcy-remote structure.

Asset and Cashflow Security

Collateral perfected through security
agreements, pledges, mortgages. Escrow
accounts established with offshore

Investor Placement

Instrument placed via private placement,
club deal, or syndication. Capital markets
issuance for larger, rated transactions.

Credit Enhancement

Overcollateralisation, reserve accounts,
guarantees, or insurance applied to
achieve target credit quality for investor
base.



Credit Enhancement Mechanisms

Overcollateralisation Reserve Accounts

Asset value exceeds debt by 20-40%. Cash reserves funded at closing,

Provides cushion against commodity typically covering 6-12 months debt

price volatility or asset depreciation. service. Provides liquidity buffer for
cashflow interruptions.

Guarantees

Partial or full guarantees from development finance institutions, export credit
I agencies, or creditworthy corporates. Reduces investor credit risk.

Credit enhancement transforms sub-investment-grade exposures into investable
instruments. Institutional investors operate under mandate restrictions—often
prohibited from purchasing securities below BBB- equivalent. Proper enhancement
allows emerging market assets to meet these thresholds, dramatically expanding
investor base and improving pricing.




Market Placement: The 6-Step Execution Engine

Structuring Enhancement Placement
(SPV creation) (Guarantees/Insurance) (Sale to Investors)

Origination Structuring Perfection Enhancement Rating Placement
(Need identification) (SPV creation) (Legal lockdown) (Guarantees/Insurance) (Shadow or Public rating)  (Sale to Investors)
? \ J 7
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Placement Channels and Market Access

—_— —_—

Private Placements Club Deals
Direct sale to 5-15 institutional investors. Faster execution, less Syndicate of 3-7 banks or investors sharing large exposure. Allows
disclosure. Common for $100-500 million transactions. distribution of $500 million-$2 billion transactions without public
markets.

%_ %_
Syndicated Loans Capital Markets Issuance
Broader syndication to 10-30 institutional lenders. Formal Public or Rule 144A bond issuance for transactions exceeding $1
documentation, agent bank coordination. Typical for billion. Requires credit rating, extensive disclosure, roadshow

infrastructure finance. marketing.



REGIONAL ADAPTATION

Cross-Country Structuring Logic

IFB adapts structures to legal systems, currency regimes, and political environments across Africa, Middle East, Asia, and Latin America. Whilst

underlying principles remain constant—asset security, cashflow priority, legal ring-fencing—implementation varies significantly.

Common law jurisdictions (Ghana, Kenya, Pakistan) offer stronger creditor protections and tested foreclosure mechanismes. Civil law systems
(Francophone Africa, Latin America) require more complex security perfection and may necessitate offshore SPV structures. Islamic finance
markets demand Sharia-compliant structuring—substituting interest with profit-sharing or commodity murabaha mechanismes.

Currency convertibility varies dramatically. Hard currency debt service requires central bank cooperation for FX allocation. Resource-backed

structures naturally generate hard currency cashflows—oil and minerals priced in dollars—reducing convertibility risk.



Regional Risk Considerations

Sub-Saharan Africa

Political risk elevated. Resource wealth concentrated.
Infrastructure deficit creates demand. Chinese competition for
resource access shapes terms.

Asia
Legal systems vary dramatically. Infrastructure demand massive.

Local content requirements common. State-owned enterprises
dominate sectors.

Middle East

Oil and gas dominant. Strong sovereign creditworthiness in Gulf.
North Africa requires currency risk mitigation. Islamic finance
considerations mandatory.

Latin America

Mining and agriculture dominant. Political cycles create volatility.
Dollarisation in some markets reduces FX risk. Strong legal
frammeworks in Chile, Peru.



RISK ALLOCATION

Risk Distribution Matrix

Effective structuring allocates each risk category to the party best positioned to manage it. Governments should not retain risks that markets or

contractors can bear more efficiently.

Risk Type

Political Risk

Construction Risk

Commodity Price
Demand Risk

Currency Risk

Government

Regulatory stability, permits

Site access, utilities

None (market risk)

Take-or-pay commitment

Hard currency availability

Investors/Bank

Through insurance or
guarantees

Completion guarantees

Hedged or accepted

Cashflow modelling stress

Natural hedge (export
revenues)

Third Parties

Political risk insurance (MIGA,
ATI)

EPC contractor (turnkey, fixed-
price)

Offtakers, futures markets

Creditworthy offtakers

Currency swaps, forwards



Sovereign Bonds

Sovereign bonds trade on political risk
perception, fiscal sustainability concerns,
and rating agency assessments.
Emerging market sovereigns routinely
face 600-1,000 basis point spreads over
U.S. Treasuries—regardless of underlying
economic fundamentals.
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Why Asset-Backed Structures Price Better

2

Asset-Backed Instruments

Asset-backed instruments isolate specific
economic assets from broader sovereign
risk. A gold-backed note secured by
vaulted bullion carries minimal credit risk
—qgold's value is universal and liquid. An
infrastructure bond with escrow
cashflows from a creditworthy offtaker
depends on contract performance, not

sovereign promises.

3

Pricing Differential

Typical spread compression:

e Unsecured sovereign: 800 bps

e GCold-backed: 350 bps

e Oil-backed: 450 bps

e Infrastructure with PPA: 400 bps

Savings compound dramatically over 15—
20 year tenors.

Markets trust assets more than assurances. This principle explains why resource-backed financing routinely prices 300-500 basis points inside

plain-vanilla sovereign debt.



Strategic Use Cases for

Governments

Affordable Housing

Mortgage-backed securities
collateralised by housing stock.
Governments provide land,
private sector builds, financing
repaid through long-term
mortgages. Off-balance-sheet
structure.

Industrialisation

Export-linked financing against
future commodity production.
Upfront capital builds processing
facilities, repaid from export
proceeds. FX-generating, self-
liguidating.

Energy Infrastructure

Power purchase agreements
from utilities secure project
bonds. Governments guarantee
offtake, avoiding direct debt.
Electrification achieved without
balance sheet impact.

Monetary Stabilisation

Gold or commodity-backed
instruments provide hard
currency liquidity without
depleting reserves. Temporary
monetisation of strategic assets.



GOVERNMENT REQUIREMENTS

Prerequisites for Successful
Structuring

Governments must prepare institutional and legal foundations before accessing
asset-backed financing. Capital markets demand transparency, legal certainty, and
political commitment.

Legal Clarity on Assets Cashflow Ring-Fencing

Mineral rights, concessions, Willingness to direct revenues into
infrastructure ownership must be offshore escrow accounts controlled
unambiguous. Competing claims or by trustees, ensuring debt service
unclear title prevent security priority over other budget demands.
perfection.

Transparency and Reporting Political Commitment
Independent audits, production Structures span decades and
reports, and financial disclosures political cycles. Cross-party

required quarterly. Investors consensus or constitutional
demand visibility into collateral protections ensure successor
performance. governments honour agreements.

Inter-Agency Coordination

Ministry of Finance, Central Bank, sector ministries, and state-owned
enterprises must align. Conflicting mandates derail transactions.




Prerequisites: What the Sovereign Must Prepare

The hardest political pill:
Giving up control of cash
flows to an offshore trustee.
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Common Implementation Challenges

1 2 3
Sovereignty Concerns Budget Opacity Local Content Pressures
Governments fear loss of control over Ring-fenced cashflows reduce visible fiscal Domestic constituencies demand local
strategic assets. Reality: structured finance revenues. Requires transparent procurement and employment. Must
is temporary. Assets return upon debt accounting showing gross revenues and balance with investor requirements for
repayment. Security is not ownership debt service separately—not net figures. proven contractors and technologies.

transfer.

[J) Critical Success Factor: Political leadership must champion structures publicly, explaining long-term benefits clearly. Opacity breeds
suspicion and opposition.



Financing Without lllusions

Asset-backed, secured financing is not a panacea. It demands legal discipline,
cashflow transparency, and political commitment that many governments find
uncomfortable. Structures work only when underlying assets are real, cashflows
are verifiable, and legal protections are enforceable.

2

However, when properly executed, these mechanisms align capital markets
with tangible economic development. Governments access long-term,
affordable financing for infrastructure, housing, and industrialisation—without
accumulating unsustainable sovereign debt. Investors receive security and

returns. Citizens benefit from electrification, housing, and employment.

3

Secured financing is not a loss of sovereignty but a discipline mechanism. It
forces governments to maintain contract sanctity, honour cashflow
commitments, and operate transparently—precisely the institutional behaviours
that drive long-term prosperity. The structures work because they align
incentives: governments get financing, investors get security, and economic
development proceeds.

This is structured finance without illusions: rigorous, asset-focused, and effective.




Important Legal Disclaimer

This presentation is strictly private and confidential. It
does not constitute an offer to sell or a solicitation
of an offer to buy any securities. No attorney-client
relationship is established. Investments in emerging
markets involve significant risks including

commodity price volatility, political instability,

and currency fluctuations. Past performance is not
indicative of future results.

I Strictly Private & Confidential
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