
DFC Investment Tools: 
Political Risk Insurance

DFC’s political risk insurance can provide coverage for the 
following perils:

Inconvertibility
Currency inconvertibility insurance protects the investor against the inability to:

•    Convert local currency into U.S. dollars or other major currencies
•    Transfer local earnings out of the host country 

Political Violence
Political violence insurance protects the investor against losses due to political violence events in the host 
country, which could take the form of: 

•    War, revolution, politically motivated civil strife, terrorism, and sabotage 
•    Loss of business income due to damage to assets, which can include critical infrastructure not        	
     owned by the investor
•    Forced abandonment due to general political violence in the host country or region 

Expropriation and Takings
Expropriation and takings insurance protects the insured against the loss of an investment due to an act 
or acts by the host government that deprive the investor of its fundamental rights in the investment. An 
expropriation or taking could take the form of: 

•    Outright expropriation, nationalization, or confiscation of property   
•    Discriminatory treatment and/or regulatory overreach that deprives the investor of its   		
     fundamental rights (“creeping” expropriation or taking) 

Arbitral Award Default and Denial of Recourse
Arbitral Award Default and Denial of Recourse covers an insured that has a contract with a foreign 
government or state-owned enterprise against the failure by such government or enterprise to pay an 
arbitral award. This coverage requires: 

•    The dispute resolution process and seat of arbitration to be acceptable to DFC   
•    In the case of Arbitral Award Default, a final and binding arbitration award for payment of a claim 	
     or in the case of Denial of Recourse, intentional thwarting or frustration by the foreign government or 	
     state-owned enterprise of the dispute resolution process  

Political risk insurance helps mitigate risk and provide a more stable environment for investments in 
developing countries. The U.S. International Development Finance Corporation (DFC) offers political risk 
insurance of up to $1 billion with no minimum project size for a three-year minimum term. DFC provides 
100% coverage for commercial bank loans, leases, or capital markets issuances and 90% coverage for equity 
and other investments. Premium rates are fixed for the full term of coverage. 
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DFC’s Political Risk Insurance at Work
Strengthening energy security in Eastern Europe 
In Moldova, DFC is providing $400 million in political risk insurance for ERU, which is advancing energy 
diversification efforts in Moldova. DFC’s insurance supports ERU entering into a Gas Supply Agreement for 
non-Russian gas of up to 1.0 bcm, which will cover up to 90 percent of Moldova’s annual gas needs (2021 gas 
consumption was 1.13 bcm), depending on natural gas prices. Previously, Moldova was 100 percent dependent 
on gas imported from the Russian Federation.   

Supporting coastal conservation in Belize 
In Belize, DFC is providing $364 million in political risk insurance to support blue bonds facilitated by The Nature 
Conservancy and Credit Suisse that provided the Government of Belize significant sovereign debt relief and 
created funding for marine conservation, including marine management, coral reef and mangrove restoration, 
economic diversification, sustainable tourism and fisheries, and improved policies for managing the marine 
environment. DFC’s commitment allowed Belize to repurchase $553 million in sovereign debt at a discount in 
exchange for an agreement to double the percentage of its ocean attributed to Biodiversity Protection Zones, 
generating approximately $180 million for marine protection and management. DFC’s insurance meant the blue 
bonds received a strong investment-grade credit rating (Moody’s rated them Aa2), such that even risk-averse 
investors, including pension funds, can be confident they will be repaid.  

Expanding reliable power access in Sierra Leone 
In Sierra Leone, DFC is currently negotiating $50 million in political risk insurance to CECA SL Generation Limited 
for the development, construction, and operation of an approximately 83.5-megawatt combined cycle thermal 
power plant and associated infrastructure in Freetown. This power plant is expected to increase the country’s 
effective generation capacity by about 75 percent and provide hundreds of gigawatt hours of power per year for 
homes, businesses, hospitals, and health facilities. The political risk insurance will complement $217 million in 
existing financing that DFC previously provided for the project. 

Facilitating COVID-19 vaccine access around the world 
In response to the global pandemic, DFC provided financing and political risk insurance to Gavi, the Vaccine 
Alliance (Gavi). DFC’s $383 million in political risk insurance is helping the Gavi-led COVAX Facility expedite the 
procurement of vaccines. To date, DFC’s insurance has enabled Gavi to purchase over 30 million highly effective 
COVID-19 vaccines for use in eight DFC-eligible, self-financing countries. 

Breach of Contract for Capital Markets and Non-Honoring of a Financial Obligation
Breach of Contract for Capital Markets (BCCM) supports capital markets bond offerings to finance projects 
in which a host government entity is the borrower under the financing. BCCM coverage protects the 
insured lender against nonpayment of a final and binding arbitral award and, in appropriate cases, denial 
of recourse. Non-Honoring of a Financial Obligation protects an insured lender against a default by a host 
government or a state-owned entity. In the latter case, a sovereign guaranty may be required. 

Political Risk Insurance Eligibility Criteria  
Insured investors can be private sector entities, qualified sovereign entities, or private and public insurers. 
DFC prioritizes projects in low- and lower middle-income countries but may consider projects in certain 
sectors in upper middle-income countries. DFC also considers both greenfield and expansion projects.  


