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1. Finance and Growth: the Process of Development

Income Generating
Activities (IGA)

Growth Generating
Activities (GGA)




1. Finance and Growth: the Role of Financial Sector




1. Finance and Growth: Financial Sector and Insurance Markets in
Emerging Countries

Premiums per capita in USD
200 400

o% 2% a% a%
B Mool premiums par capha I U premums par capha ® Pramiums In % of GDP

Source: Swiss Re Economic Research & Consulting




1. Finance and Growth: Financial Sector and Insurance
Markets in Emerging Countries




1. Finance and Growth: Entrepreneurship




1. Finance and Growth: Entrepreneurship
GEM Data vs WBGES Data




Finance and Growth: Entrepreneurship
- GEM Data vs WBGES Data




1. Finance and Growth: Entrepreneurship

Propensity to Entrepreneurship




1. Finance and Growth: Entrepreneurship
-Principali paesi del Mediterraneo

New
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2. Responses:
Public Sector Banks, Financial Market Development,
Entrepreneurship
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Public Sector Banks, Financial Market Development,
Entrepreneurship




2. Responses:
Public Sector Banks, Financial Market Development,
Entrepreneurship




3. IFIs (International Financial Institutions) and
Multilateral Development Bank

: The strong

AAA 1s mainly a result of:




Yield Curve US Treasury vs. Multinationals

~US Treasury
- Multinationals




3. IFIs (International Financial Institutions) and
Multilateral Development Bank




3. IFIs (International Financial Institutions) and Multilateral

Development Bank: Types of IFIs

Bretton Woods institutions

Regional development banks

Bilateral development banks

Other regional financial institutions




4. The European Investment Bank




4. The European Investment Bank

the EIB has for 1ts
lending activity which are set out in the Bank’s business
plan, the Corporate Operational Plan(COP):




4. The European Investment Bank

EIB lending 1s based on EU external
cooperation and development policies.

* [ending under these mandates focuses on:




4. The European Investment Bank

Signatures 45761

Projects approved 53 371

Disbursements 36 802

Resources raised (before swaps) 48 050

Outstanding : Situation as of 31.12.2006

Own funds 31172
Profit for year 2 566
Subscribed capital 163 654




European Union (27 Member States as of 01.01.2007 and EFTA)

Outside European Union
Total EIB

Forecast for 2007

(1973)
EU-9

1.1.2007) EU-2_7

(2009) |
EU-25 |




Prestiti e Raccolta (before swaps)

Raccolta e Prestiti della BEI 2002-2006
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4. The European Investment Bank

=  Clients

= Sectors

= Financing Facilities




4. The European Investment Bank

, the EIB performs detailed due diligence prior to investment. All projects
must follow the environmental and procurement directives of the EU.

(FEMIP) countries, the Bank
provides technical assistance for project preparation.

The forms of technical assistance available include:




4. The European Investment Bank




4. The European Investment Bank: MDBs and EIB

Multilateral Development Banks (MDBs) are supranational institutions set up
by sovereign states, which are their shareholders.

They reflect the development aid and cooperation policies established by these
states.

They have the common task of fostering economic and social progress in
developing countries by financing projects, supporting investment and
generating capital

MDBs also play a major role on the international capital markets by annually
raising the large volume of funds required to finance their loans.




4. The European Investment Bank: MDBs and EIB

On account of the volume of its borrowing and lending, the EIB is sometimes described as the
foremost multilateral development bank.

Gaering ratio

As the financing institution of the European Union, the EIB focuses the bulk of its activity on
promoting the balanced development and integration of the European Union by financing

projects located in

EIB financing operations outside the EU are geared to priorities defined jointly by the Union
and beneficiary countries in accordance with guidelines for the conduct of the EU's external
policies laid down by the European Council. Hence, Bank lending in these countries
necessarily targets a

. Other development requirements such as technical and food aid,
training and exchange initiatives, grants and export credit guarantee facilities are covered by
Commission programmes financed from budgetary funds.




4. The European Investment Bank: MDBs and EIB

=  Cooperation MDBs and EIB




Subscribed capital

Paid in

Callable Capital

Profit




Major difference from other MDBs




EIB subscribed capital, loans outstanding and lending ratio -1995-2007 millions of Euro

Crescita
Capital Subscribed | Paid In Capital | Loans Outstanding Loan ratio
%0

I dati dal 1990 al 1994 non sono disponibili

1.216.540 62.013.000 4.651.985 114.511.809 i
1.092.119 62.013.000 4.651.985 126.445.891 10,42%
1.105.170 62.013.000 4.651.985 142.188.196 12,45%
1.194.963 62.013.000 4.651.985 155.158.210 | OSSO 9,12%

1.067.390 | 100:000:000_ |  6.000.000 179.107.370 -28,42%
1.280.462 100.000.000 6.000.000 198.743.241 10,96%
1.311.445 100.000.000 6.000.000 219.818.195 10,60%
1.293.867 100.000.000 6.000.000 231.455.063 | ORI 529%

1.423.504 | 150.000.000 |  7.500.000 246.210.357 -29,08%
1.381.017 163.653.737 8.182.687 264.678.410 1,47%
1.388.877 163.653.737 8.182.687 292.143.664 10,38%
1.590.911 163.653.737 8.182.687 322.738.287 10,47%
1.633.460 164.808.169 8.240.409 320.002.910 -1,54%




4.651.985  6.000.000 6.000.000 7.500.000

profit for the year
USE OF THE

SURPLUS OF THE
PREVIOUS YEAR




Lawyers
Contract
negotiation

Price of the
loan

Staff teams

Economic

Financial

Technical
Environmental

Board of
Directors
Loan
approval

Management
Committee

Commission’s and
Member State’s opinion

Project
Borrower
Guarantor




* Cost Benefit Analysis (CBA)

= Real Options




| Alternative 1

Discounted Discounted
Costs Benefits

-$38,334
6,90625




Alternative 2 |

Discounted Discounted
Costs Benefits




Annex 3
VALUE ADDED SHEET
SOLARWAFER THUERINGEN

PILLAR 1: Contribution to EU priority Objectives
. COMMON INTEREST (267 - c) ENVIRONMENT

+ TACKLING CLIMATE CHANGE
- Renewable solar, biomass, bio fuels, etc.)

i ECONOMIC AND SOCIAL COHESION/REGIONAL DEVELOPMENT (267 - a)
| EIB CONVERGENCE REGIONS (2007-2013)

Convergence regions (stricto sensu)
- STRENGTHENING OF BASIC INFRASTRUCTURE POTENTIAL

PILLAR 2: Quality & Soundness of the Project

1. Economic sustainability

Economic profitabil
ERR Rate of Return)
Other method . qualitative)
Financial profitabil
FIRR (Financial internal Rate of Retum)
L_Other method (quantitative, qualitative)

Management
[ Quaility of management (Operation)
2. 1
[ Overall environmental rating

E Environmental externalities taken in account in ERR
3. Other Quality Elements

L

PILLAR 3: Financial Value Added

1.Qualitative Elements

Longer maturity / grace period
Diversification of funding
Choice of currency

Co-financing with Commission, IFis
Innovative structuri

| Innovative structuring
[CSignaliing 7 Catalytic effect
2. Quantitative Element




ANNEX 3

RZB KMU GLOBALDARLEHEN (AT)

PILLLAR 1: Contribution to EU Priority Objectives
Dbjectives

Dedication

(percentage)

YES

PILLAR 2 : Quality of the intermediary

|Exparence in the seclor or objective targeted by the EIB GE
Exporience Ih allocating previoue GLs (repest oparations on
Quality of information flow and reporiing to EIB

EIB condribution to instthrdon bullding with intermediary
(o.g. rera memibber courtries)

PILLAR 3: Financial value MAdded to the final benaficiary

Longer malurity
Information to the final haneficiary

Financiatl advantage transferred to the finsl benoficiary
Contribution ta battar markat co

ge and/or increassed

competition in inanciat sector relevant 1o targeted banaficiaries
Does GL contain special inancial characteristice?
(e.g. intarest rabate, sk sharing, securitization)




VALUE ADDED SHEET

ROLLS-ROYCE R&D 1l

PILLAR 1 : Contribution to EU priority Objectives

T COMMON INTERES ©) izt RESEARCH AND DEVELOPMENT

ACILITATING EUROPEAN HUMAN RESGUR
IN SCIENCE AND TECHNOLOCSY
Pevelopment of poles. knowledge networks of centres of excallence
in R&D, like in new materials. health care
FURTHERING PRIVATE SECTOR INVESTMENTS
i IN RE&D AND INNOVATION
i - Private sector R&D and inr tion (prody rvice, PR and
technology licensing, empbasis on SMEs); (inciuding product
i and procass prototypes, pilot plarts and first stage industrial
{_and commercial applrmhons) L e R

PILLAR 2 : Quality & Soundness of the Project

A Economic sustninabifity

Economic pro ta bility

ERR (Economic Rate of Reiurn) _
i Crther method (quant tative, qualitative)
Financial proﬂtal;rllig!ﬁ
FIRR (Financiai lnternal Fata of F elurn)

Other method (qua

TQuality of management (Operation)

2.Env| [3aT:-1-311
Adccapiabla with minor regative resicgual

!i_-o_vﬂ‘ -all enviiﬁm u’inﬂr“al T aling T i rmm——m——" H
t : _impacts (81}

. No

Environmenmat externalities taken in_ account in ERR o 1
3 r ] Elome

PlLIAR 3 Financial Value Addod | Higgh
1. Qualitgtive Ele [ High, Medium, Moderate,
Low

Longer maturity / grace period YES
Diversification of funding Meadium
Choice of curmency. NO
Co-financing with Commission, NGO
nnovative structuring YES
| Signaling / Catalytic effect NO

over 20bps




Commerzbank - Envircnment GD |l

PILLAR 1: Contribution to EU Priority Objectives

Objectives
H
Dedication

Envienment

PILLAR 2 : Quality of the intermediary

Experiance in the sector or objective iargeted by the EIB GL
rience in allocatin revious GLs (repasat rations only)
Quality of information flow and reporting to E4B

EiIB contribution to institution building with intermediany

{&.9. new membar countries)

PILLAR 3: Financial Value Added to the final beneficiary

Longer maturity
Information to the final beneficiary
Financial advantage transferred to the final beneficiary
Contribution to befter rmarket coverage and/or incr d cor tition in
financial sector relevant to targeted beneficiaries

Boes Gl contain special financial characteristics?

{e.g. interest rebate. risk sharing, securitization)




Annex 1

Value Added Sheet

VALUE ADDED SHEET — INVESTMENT LOAN

[ A2 STRYKOW - KONOTOPA TEN-PPP (2008-0067)

PILLAR 1: Contribution to EU Objectives

COP Priori! j ive(s
Convergence (EU 27)
TENSs (Transport and Energy)

Other Objective(s)
- none -

r

PILLAR 2: Quality and Soundness of the Investment

1. Eco ic/Fi ial tai i

ERR (Economic Rate of Return)

Qualitative rating (if ERR not applicable)
Environmental externalities taken into account in ERR
FIRR (Financial Rate of Return)

Qualitative rating (if FIRR not applicable)

[ FIRR to be app

during stage 2.

2. Environme; | Sustainabil

Environmental rating

. || Elements

lity: gn and i
Promoter capability: operation phase
Promoter: monitoring track record (if applicable)

itation phase

Not ed
Not documented
Not documented

procedures are concluded to the Bank's satisfaction

First stage appraisal. Promoter capacity, FIRR (pius review of ERR) plus outcome of procurement and
envi | pi dures to be during stage 2. Overall rating of Quality and Soundness of the
Investment is expected to be reclassified as "High™ once outcome of procurement and environmental

PILLAR 3: EIB Contribution
1. 1 me!

Longer maturity / grace period
Diversification of funding

Choice of currency

Co-financing with Commission, IFils
Innovative structuring

F High I

[ Medium |

Yes
Medium
Yes

YES no grant
Yes




VALUE ADDED SHEET - FRAMEWORK LOAN

ECONOMIC COMPETITIVENESS CO-FINANCING (2007-0442)

PILLAR 1: Contribution to EU Objectives [

COP Priority Objective(s)
124

SMEs (EU27)
Convergence (EU 27)

Other Objective(s)

- none -

PILLAR 2: Quality and Socoundness of the
Investment

Overall strategic investment quality

Promoter: Programming and programme management capability
Promoter: impiementation, monitoring and reporting capability
Promoter: monitoring track record (if applicable)

Experience in the sectors and objectives targeted by the EIB FL

PILLAR 3 FIB Contribution

1. Qualitative elements

Longer maturity / grace period
Diversification of funding

Choice of currency

Co-financing with Commission, IFis
Innovative structuring

Signalling / Catalytic effect
2. Quantifiable elements
3. Other EIB contributions

Financial advice

Support 1o project preparation
Technical assistance

Other contribution




-14-

19.08.2008
VALUE ADDED SHEET — INVESTMENT LOAN

WISSENSCHAFT UND TECHNOLOGIE BERLIN (2008-0258)

PILLAR 1: Contribution to EU Objectives
COP Priority Obijective(s)

12i

Other Objective(s)

- none -

PILLAR 2: Quality and Soundness of the
Investment

1. Economic/Financial Sustainability

ERR (Economic Rate of Return) Qualit. estimate
Qualitative rating (if ERR not applicable) Medium
Environmental externalities taken into account in ERR No

FIRR (Financial Rate of Return) Qualit. estimate
Qualitative rating (if FIRR not applicable) Medium

2. Envir nt:

Environmental rating Acceptable with minor
negative residual impacts
B1)

3. Other Quality Elements

Promoter capability: design and implementation phase High
Promoter ca operation phase High
Promeoter: monitoring track record (if applicable) Not applicabie

PILLAR 3: EIB Contribution
1. Qualitative elements

Longer maturity / grace period
Diversification of funding

Choice of currency

Co-financing with Commission, IFls
Innovative structuring

Signalling / Catalytic effect

2. n

2 her EIB ntri ions

Finance advice

Support to project preparation
Technical assistance

Other contribution
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EIB Lending Base Rates'
(Blue Curve)
As of 4" February, 2009

EIB Lending Base Rates
Euribor/Libor (expressed in bp against Euribor/Libor)

50
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Maturity (in years)
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Measures and reports the funding cost of the Bank
through the Net Funding Result (NFR) indicator;

Computes the Blue Curve ensuring balance

between loan base rate and funding cost;

Makes proposals to ALCO/CD for Blue Curve
management.




The NFR is the indicator for measuring the Bank’s
« funding advantage » on capital markets

= FEach new issue contributes to NFR generation

Ex : EUR 1 bn issue at Euribor — 5 bp (0.05%), 10y
maturity, 1.e., 8.4 y duration

=> NFR generation = 1bn * 5 bp * 8.4 = EUR 4.20 M




Tools supporting credit risk
management are:

Exposure Limits & Minimum Eligibility
Criteria (MQS);

Internal Rating Methodology (IRM);
Internal Loan Grading (LG);

Large Exposures Control;

Basle II (Capital allocations and stress
testing).



Limits are set for: 1) individual counterparts,
2) product types and 3) sectors.

1) Individual counterparts are:

- Normally set in risk-weighted terms;

- Generally defined with reference to the
counterpart’s own funds, e.g.:

- Threshold for setting SSSR
Corporate exposure limits: 10%,

- SSSR Bank exposures: e.g. up to 5%
for A rated Banks;

= Absolute SSSR Corporate exposure limit
of 5% of EIB own funds (EUR 35.8 bn * 5%
= EUR 1.8 bn)




2) Product types

= Total MinAC exposures with a loan grading of
D+ must not exceed 3% of total Risk portfolio;

- Aggregate volume of SFF operations limited by
the amount available under the SFF Reserve

(currently EUR 2,750 m to be increased to 4,750

m with the current proposed capital increase);

= SFF single operation limits are function of loan
grade at signature (CRPG, section 10.3.2);

- LGTT operations are:
- capped at 1.4 x SFF limits,

- restricted to 20 % of senior debt of the
project;

3) Sector limits are set on a case by case basis
[e.g. Telecoms (7%), UK water (4%), Automotive
(4%), Airlines and Aircraft (3%)].

Limits are currently under revision.




Concept of Expected Loss

Expected | ( Default Exposure )
Rl - v (B - -

Rating of Cash Flows Seniority / Collateral
Drivers borrower and

guarantor;
correlation

The Expected Loss model is based on the same
parameters as Basel Il for Credit Risk




Operation Grading Expected Loss
(% of principal)




Risk pricing is charged according to the principles
established in CRPG.

Two types of Risk Pricing :

- EL pricing is computed with the Loan Grading
internal software (LG) on a deal-by-deal basis;

~ UL pricing is computed by multiplying capital
allocations “apportioned” to each exposure in
the portfolio using “CreditMetrics”, an external

software, by an “incremental return on capital’.




For SFF operations :
- EL and

= UL / Incremental Return on capital (IRC) :

()

Operation Incremental Return | Allocated Incremental Return
Grading on Capital Capital on Capital
(IRC) = (2) x (3)

priced at market

Equity-type -
portfolio

Equity-type -
individual




EIB Directors approve anti-crisis measures for 2009-2010
Date: 16/12/2008
Additional support for small and medium-sized companies
Comprehensive package on energy and climate change, including the automotive industry
Additional support for Central and Eastern Europe
Capital increase

The European Investment Bank's Board of Directors today approved the EIB's Corporate
Operational Plan 2009-2011 (COP), setting out increased lending targets and other practical
measures to mitigate the current financial and economic crisis in response to the request of EU
Member States.

The EIB will increase its total lending volume by some 30% (EUR 15bn) in both 2009 and
2010, compared with the level of previous years. The additional global investment value
expected to be leveraged in 2009 and 2010 should reach around EUR 72bn, based on a
historical leverage effect of five times the Bank's financing. [1]

Lending to small and medium-sized companies (SMEs) will rise by 50% to EUR 15bn over two
years (i.e an extra EUR 2.5bn per year) and a new product line will be developed allowing risk
sharing with banks. A similar and complementary approach is being developed for "mid-cap"
companies for an additional EUR 1bn per year.)."




Additional lending within the energy and climate change package will amount to EUR 6bn per year.

This includes a clean transport facility for the automotive and other transport industries, their original

equipment manufacturers and component suppliers. The facility will target significant CO2 reduction

through research, development and innovation expenditure, as well as tangible fixed assets in related
infrastructure and production plants.

Since the financial crisis risks having a disproportionate impact on some Member States, the Bank will
increase its convergence lending by a further EUR 2.5bn per year. To fulfil this objective and its
reinforced SME priority, the EIB already has some EUR 5bn earmarked and awaiting utilisation to help
support SMEs through the local banking sector in Central and Eastern Europe and candidate countries,

and would be prepared to increase this in the next two years if necessary.

To enable the EIB to meet these increased lending targets, the Board of Directors agreed to propose to
the Board of Governors that the Bank bring forward the capital increase previously envisaged for 2010.
The EIB's subscribed capital will be increased by some EUR 67bn to EUR 232bn. As usual, the paid-in

capital will be 5 percent of the subscribed capital. The increase in paid-in capital will be effected
through a transfer from the EIB's additional reserves to its capital.

"The EIB's additional financial support will allow quick disbursements and contribute to the real
economy, notably by protecting good projects and helping viable companies in these difficult times",
EIB President Philippe Maystadt said. "As recommended by the European Council, this programme is
temporary (for 2009-2010), targeted (on SME's and climate change) and timely (with quick
implementation
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¢ Bonds issued in EUR (Basis points vs 6M Euribor as of 23.02.2009 )

10y spread bps
vs 6M Euribor
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