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' EUROPEAN
“_ INTERNATIONAL
OU % CONTRACTORS

% Professional association, established in 1970, representing the interests of
European contractors working internationally vis-a-vis the EU Institutions,
the World Bank and key non-governmental stakeholders (e.g. FIDIC or CoST)

& Full Members are construction trade federations from currently 14 European
countries to which around 200 internationally active contractors are affiliated

& EIC member companies generated in 2012 an international (=i.e. outside their
national market) construction turnover of 168 billion €.

& They are also active in the field of infrastructure concessions and PPP and
have developed more than 20% of the world's PPP projects in terms of
value (mainly in the transport sector in the OECD region).

% Regular dialogue with DG DEVCO and DG Enterprise on Competitiveness
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Agenda

@ International Construction Market Overview

% |mpact of Financing Arrangements on the
International competitiveness of the
EU construction industry
» Non-OECD Member Activities (Tied Aid)
» Unregulated OECD Member Activities

% Reflections on the potential role of the EIB
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International Construction Market

International Construction Market Development (2003-2013)
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International Construction Market

EIC International Activities
in 2013
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Regional Market Shares
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“TIED AID” PRACTICES BY
NON-OECD MEMBERS

»UNREGULATED*
OECD-MEMBER PRACTICES

REPORTED CHINESE CONCESSIONAL LENDING BY REGION (2012-2013)
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“China often extends credit lines in a special
account where funds are channeled directly to
firms of Chinese origin contracted for projects,
rather than to entities of the recipient country.”
(IMF Working Paper)
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% Korea Eximbank

“The breadth and flexibility of the Korean and
Japanese ECAs’ programs are particularly
competitive in supporting project finance, and a
significant proportion of that activity falls
outside of the OECD Arrangement.”

(U.S. Ex-Im Bank)
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Impact of Financing Arrangements:

Tied Aid

2.2 Whoiis financing Africa’s infrastructure?

w Chinais the largest financier of
infrastructure in Africa
(81% in the transport sector)

Europe Arab Co-ordination Group . . . .
Nyce Germany UK KFAED AFESD  SFD  OFID BADEA ADFD @ China prOVIdeS one third of Public
\ External Funding and four times

the amount committed by the EU
Commission and EIB collectively

The Americas

. @ Chinese financing targets at:

N (1) large-scale projects in

Brl —— % S (2) resource-rich countries and
(3) tied to the Chinese contractors

South Korea

’ = India
= EU/OECD/Multilateral financing is
w0 i s 69 (CAmember untied (based on lowest price)
are snown Figurela
\ in orange type
WBG  AfDB DBESA  EBID Financing flows . . .
Multilateral DevelopmentBanks Regional Development Banks nto Africa’s - ObVlOUS Iln k between Chlnese

nfrastructure, 2012

financing and industry presence

Source: Annual Report 2012, Infrastructure Consortium for Africa
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Impact of Financing Arrangements:.

Unregulated OECD Member activities 22

Export-Import Bank
of the United States

In 2014 and beyond, Ex-Im Bank
confronts unregulated and non-OECD
encroachment into its competiveness
at a time when commercial banks are
retrenching from the field of long-
term export finance. The 2013
Competitiveness Report clearly lays out
the challenges Ex-Im Bank faces in
sustaining U.S. jobs in America’s export

industries. The Congress should do its

part to enable Ex-Im Bank to carry out

1ts mission.
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Impact of Financing Arrangements. "*f
Unregulated OECD Member activities <=

w European sovereign debt crisis and Basel Ill reforms result in smaller
commercial bank balance sheets and reduced commercial banks’
willingness to participate in long-term project finance

% European export promotion model is “commercial bank-centric” with
no independent loan programmes to step in if and when commercial banks
become risk-averse and selective regarding large-scale infrastructure projects

% The export finance and insurance programmes of Japan and Korea are
particularly competitive in supporting Project Finance deals because they
can offer direct loan options, tied and untied programmes, and seemingly
unlimited capacity and no country or debt limits

& For both OECD Arrangement and non-Arrangement activities, Asian ECA
agencies have demonstrated the ability to support multibillion-dollar tranches
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Impact of Financing Arrangements:
Unregulated OECD Member activities

In 2013, only one third of the worldwide

stream of export finance was governed by
corresponding OECD rules.

ECOAfzgi?\iity 2011 2012 2013
I\R/I(Z?T:Jllaztre gr%igeDment L 126 98
viember Actvy | % | 76 | €3
(I\IBOI'—\r’lI-(C:))Ii\(c::lt)ivli\t/lye moer 99 109 125
:IA:?;tt?\l/iE/CA Financing 265 211 _
Chinose actuty | 128 | 176 | 168

Source: U.S. Ex-Im Bank Competitiveness Report 2013
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Korea and Japan account for 75% of the
unregulated OECD business and China for
almost 90% of non-OECD activity.

Export :
financing KEXIM JBIC Slgﬁsure,
Ina
by Country & & i
in billion US$)
Arrangement
Activity 15 4 0
111
Untied & (Tied &
Untied
Investment 9 44 e
SUpport Investment
Finance)
Total 24 48 111

Source: U.S. Ex-Im Bank Competitiveness Report 2013
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Reflections on the role of EIB .
Recommendations of the “Camdessus Report” ‘

= EIB is a powerful instrument to serve external policies and

related objectives

% \We recommend establishing a streamlined EIB mandate with
high-level EU objectives for all regions for the purpose of
enhancing the coherence of the EIB external activities

European Investment Bank’s
external mandate 2007-2013

i Term e % EIB should focus on financing sustainable public and

private investments, in support of EU policies in all eligible
countries outside the EU, with specific emphasis on global

Report and recommendations of and reg|0nal pu bI IC gOOdS In :

s ——" = climate-change mitigation and adaptation;

= economic infrastructure (environment/water, energy,
transport, ICT), including energy security;

= |ocal private sector development, including in particular
support to SMEs;

= other objectives exceptionally identified by the EU for the
region or country concerned

February 2010
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Reflections on the role of EIB
Recommendations of U.S. Exim Bank

The ,Ideal ECA of the Future

1. Programmes oriented to facilitate small business

Export-Import Bank

| of the United States

2. Disciplined yet aggressive risk appetite: with conditional insurance coverage for coverage of
less than 100%, particularly important for vibrant risk taking in middle-sized transactions

3.  Enhanced (100% cover and unconditional) guarantee programme to access capital
markets, particularly important if there are limits on depth and breadth of direct lending

4.  Direct lending, both (a) on a floating- and (b) fixed-rate basis: Even if an ECA offers good pure
cover (i.e., can access capital markets and get banks involved), there are likely to be some
cases where a direct loan is the most efficient and effective option. Moreover, while a deep and
broad direct lending capacity minimises the need for an enhanced guarantee (i.e. that is suited
for funding in the capital markets), the absence of an enhanced guarantee means that ECA
official support is always subject to the OECD Arrangement’s minimum pricing discipline while
untied or market window lending is not.

5. Untied/market window programs: Such programs escape OECD Arrangement parameters,
which is useful when competing against non-OECD financing or in other special circumstances

6. Refinancing mechanism: The need for this capacity comes out of Basel Ill and its liquidity
ratings. Depending on how Basel Ill liquidity measures are actually implemented, such a
mechanism might allow banks to price lower and provide longer terms on their funding
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Reflections on the role of EIB
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EU ODA subsidies to ITF

ITF Interest rate subsidy (IRS) to EU DFI

EU ECA insurance for DFI and participating banks
B-loan syndication to participating banks + distribution of ITF IRS
A/B concessional loan to African sovereign

Direct payments out of A/B concessional loan to construction
companies

Construction contract for infrastructure project

European DFI

/ Aloan
European ECA Participant
(e.. EIB)
3
ADVANTAGES: @
« Additional commercial finance
for concessional infrastructure B-loan
loans for African public clients P"‘(g';'pg‘gts

* Elimination of unfair
competition as only OECD-
ECAs and commercial banks
are eligible (OECD standards !!)

commercial banks)
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Contact

Address: EIC Secretariat
Kurfuerstenstrasse 129,
D - 10785 Berlin, Germany

Phone: +49 (0)30 /21286-244

Fax: +49 (0)30 /21286-285

Email: info@eic-federation.eu

Internet: www.eic-federation.eu

Newsletter: http://www.eic-federation.eu/services/newsletter/
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