Meeting the needs for more risk-
sharing arrangements

The European perspective

EMGN Annual Conference, AECM President Guy SELBHERR
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Risk sharing in the guarantee system sec

Risk of an SME’s financing project
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Risk sharing in the guarantee system zecm

Share covered by the public counter-guarantor

= Capped or uncapped counter-guarantee
= Explicit or implicit ,counter-guarantee”
= Fully provisioned or partly provisioned
= Price
= Different levels of coverage
= Setting of conditions: risk share to be borne by other partners, fees, etc.
= Granted by different government levels:
o municipal (local)
Regional
National
supra-national : Pan-European Guarantee Fund (EGF)
EU : formerly COSME, InnovFin, etc.; now: InvestEU a
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Risk sharing in the guarantee system azecm

Type of counter-guarantee used by AECM members
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National counter- Regional counter-  EU counter-guarantee  Counter-guarantee  No counter-guarantee Portfolio securisation Insurance/Re-insurance
guarantee guarantee (centrally managed) from EU Structural
Funds




Risk sharing in the guarantee system zecm
Share covered by the guarantee institution

= Guarantee institutions usually top up public coverage secured by their own funds

= Different kinds of guarantee institutions: public, mixed, private, mutual

AECM average as of end-2020:

Maximum coverage rate : 84.0% (up from 80.9% in 2019)
Average coverage rate : 69.2% (up from 66.0% in 2019)
Weighted average coverage rate : 78.2% (up from 73.8% in 2019)
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Risk sharing in the guarantee system zecm

Share covered by the financing bank

» Financing bank receives either individual or portfolio guarantee
= |tis usually held to bear a certain part of the risk
= Receives capital relief for the share of the loan covered by the guarantee

= Loan conditions might be constrained by the guarantee: fee, requirement of a personal
guarantee, duration, etc.
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Risk sharing in the guarantee system zecm

Share covered by the entrepreneur

= Entrepreneur remains liable for its business activity
= |s usually required to contribute own funds or collateral
= |n case of a mutual guarantee scheme, he participates in the risk sharing via the fund

= Only viable firms can be supported, guarantee institution are very careful not to support
zombie firms



Covid measures aecm

= |ncrease of the guarantee capacity

= Extension of the scope of the guarantees

= Increase of the maximum and decrease of the minimum guarantee amounts
= Increase of the coverage rate

= Reduction or waiver of premiums, fees and interest

= Fast-track procedures with reduced documentation requirements

= Relaxation of repayment schemes

= Reduction of collateral requirements

= Equity and quasi-equity measures

= Offering advisory services

AECM Publication: "SME support in the covid crisis - The role of guarantee institutions”



https://www.flipsnack.com/aecmeurope/aecm-covid-brochure/full-view.html

Through the pandemic aecm

Outstanding guarantee volume (in bEUR)

73,9 115,0110,3

56,0797 74,9
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https://www.flipsnack.com/AECMeurope/aecm-statistical-yearbook-2020/full-view.html

The impact of AECM members aecm

- How to convince governments to participate in the risk sharing ?

« Need to prove the financial and economic additionality
- Counter-cyclical role in crisis times + policy instrument to overcome market failure

- Positive impact of guarantee institutions’ activity proved by numerous impact studies
— overview in impact sections of AECM Statistical Yearbooks 2019 + 2020
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Cost-benefit
relation of the
guarantee
system is 1:17
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Impact on start-ups
(after 3 years):

+5% survival rate
+19% employment

fyaval

Beneficiaries surplus in growth

17,25%
15 38%

13,96%
I4 03%

Employment Sales

15,46%

10,96%
0,45% Io 12%

Financial debt Assets

W Beneficiary Control group
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https://aecm.eu/wp-content/uploads/2020/07/AECM-Statistical-Yearbook-2019.pdf
https://www.flipsnack.com/AECMeurope/aecm-statistical-yearbook-2020/full-view.html

]

Choukrane
for your attention !

Eu p an Association of
Guarantee Institutio
Ave

i 0040 Brue ES

Pho +32 2 64051 77
I\/IaiI: info@aecm.eu
Twitter: @QAECMeurope
LinkedIn: AECM



