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Key Messages

= The global economic and financial crisis has proven that the
role of international institutions and public sector export credit
agencies is critical, especially in times of crisis

= ECAs come in a wide variety of models: there is no single
“correct” or “best” model

= Public policy and national interest drivers are important
elements of ECA mandates for public sector and hybrid
models

= Post-crisis, emerging and developing markets have shown
Increasing interest in establishing ECA-type entities: More
OIC Member States would benefit




ECA Scope and Mandates

The “Arrangement on
Officially Supported
Export Credits”, also
known as the
“Consensus” is an
agreement which
addresses a range of
Issues related to the
role of ECA’s

OECD member ECA's
are major players in
global trade

Industry groups such as
the Berne Union also
key
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About Statistice  Publicaflons & Documents information by Country

The CECD's Export Credit Division facilitates work relating to the policies
and practices of OECD Member governments wheo provide Officially
Supported Export Credits.

What's new

2007 Sector Understanding on Export Credits for ships
11-0et-2007
This Sector Understanding on Export Credits for Ships which came into force

on & October 2007; it replaces the previous version of that Understanding, in
force since 2002.

Monthly Update of Commiercial Interest Reference Rates for Civil Aireraft
Or3-Meov-2007

The Commercial Interest Reference Rates for Cvil Aircraft valid from 15 Nowvemnber
2007 o 14 Decemnber 2007 hawe been published.

rMonthly Update of Commpercial Interest Reference Rates (CIRRs)
05-MNov-2007

The Commescial Interest Referance Rates valid from 15 November 2007 to
14 December 2007 have been published (CH-F5 to obtain the latest rates).

2007 Arrangement on Officially Supported Export Credits

05-Sap-2007

The Participants to the Arrangement cn officially supported export credits
have agreed te modifications to the text of the Arangement. The 2007




ECA Scope and Mandates

Export Credit Agencies

Fublic Policy and

Commercial Mandates Actively financing
Competes with banks

Lender of _ _ . : _
Public Sector Hybrid Commercial Financier Insurer or
Last Resort >> y >> >> Guarantor

Primarily .
High-risk business: public policy . Credit insurance or guarantee focus.
Usually public policy-driven focus Seli-funding, N titive to bank
commercially-oriented On-COMpeETtive 1o banks



ECA Scope and Mandates
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ECA Scope and Mandates

There is no ideal or optimal global model for an export credit or
export insurance agency

Scope and mandates must align with the needs and objectives of
the home jurisdiction, and/or with the nature of the ECA involved
(public sector, PPP or private sector, for example)

ECA mandates and scopes of activity evolve over time, often
influenced by shifting political priorities

International attention to ensure that ECAs play an appropriate and
equitable role in the support of trade activity, and that they not
provide indirect subsidies

OECD Arrangement and WTO guidelines can and do influence the
scope, mandate and approaches of ECAs




ECA Scope and Mandates

Source: UK Export Finance
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ECA Scope and Mandates

Will an ECA be an effective partner to trade bankers, or a strong and
credible competitor?

US Exim Bank has a firm, Congressionally mandated directive to
avoid competing with the private sector — to the point that it will exit
a line of business if a credible private sector provider emerges

Export Development Canada, which has a strong commercial
orientation, is viewed as both a critical partner and a serious
competitor by the Canadian Banks

Other leading ECA's such as Coface, are taking the commercial
orientation to a global scope

The role and contribution of ECA's is acknowledged to be very
Important to the conduct of global commerce




ECA Scope and Mandates

ECA’s expanding their view of what should be seen as a “Market
Gap”

Mandates evolving to incorporate export, import and investment
Crisis led to expansion of powers for some ECA's
IFI's, likewise, flexing their creativity and financial strength

In some markets, banks that argued against broader involvement of public
sector and IF| entities have come to appreciate and acknowledge the
importance of the role played by these entities




Impact of ECA Support
ADC

Export Development Canada

EXIM
BANK

MALAYSIA

MILLION USD 2006 2010

MNew Dusiness

845719 S/75. 262 1,126,721 1,296,878 1122608 1257754 1495227 1,530,097
covered
Claims paid JO2 /83 1,007 1,128 2418 1,508 1,323 2,083

Source: Berne Union

ECAs and Berne Union Member Organizations directly supported and
enabled about 10% of global trade flows in 2012




Sample Role of ECA

Trade Credit
Suppliers

8

Insurance

Inward Reinsurance :
*Quota Share Treaty
*Facultative Reinsurance

*Excess of Loss Treaty

Reinsurance m

:

Trade Finance and Investment Insurance
« Bank Master Policy

«Documentary Credit Policy

«Loss Payee Assignment for CSTP/STP

*PRI for Financing Facilities

«Non-Honoring of Sovereign Financial Obligations

Political Risk
Investors

Insurance
Foreign Investment Insurance :
« Equity Investments

«Non Equity Investments




Sample Role of ECA

Support of high-value
service sector trade

Innovative solution in
financing and trade
finance

Policy-driven with
market discipline
iIncluded in solution
characteristics
Lending capacity and
tenor notable — up to
70% of contract, to 5
year term

PRODUCT DISCLOSURE SHEET

Read this Product Disclosure Sheet before you decide to
take out the Export Of Services. Be sure to also read the
general terms and conditions.

Export-Import Bank of Malaysia Berhad
Export Of Services

MALAY3IA

1. What is this product about?

Export Of Services facility is available to Malaysian owned and controlled companies, engaged in the provision of
services for the global market, such as Information Technology Service, Engineering Architecture and other
professional services.

2. What does the facility offer?

+  Margin of financing is up to a maximum of 70% of the contract value
+ Tenoris up to a maximum of 5 years

3. Who is eligible for the product?

This product is available for Malaysian owned and controlled companies such as education and training services,
ICT, R&D and design activities.

4. What is the rate offered to the facility?

The interest rate based on Cost of Fund plus spread. The spread shall be based on the risk rating of the company
and other non-quantitative considerations.

5. What type of expenditure can be financed?

+  Provision of working capital/guarantee/assets financing of foreign services contracts.
+  Acquisition of technology for services for the global market.

6. What are the fees and charges | have to pay?

Processing fee at 1.0% on loan amount.

7. What is the repayment method applied in this facility?

Against Contract proceeds or fixed repayment either monthly or quarterly

8. What is the security required for taking the facility?

(Not limited to the following terms and conditions)

Cash collateral

Corporate Guarantee

Shareholders and/or Directors Guarantee

Assignment of relevant contracts, agreement and insurance policies
Others as required




Sample Role of ECA

A proportion of Turk Eximbank’s funds arise from borrowings from
commercial banks and Turk Eximbank is able to indirectly channel part of
the Turkish commercial banks’ reserves to export financing. Discount
programs are another tool used to achieve this aim. In addition, in offering
guarantee schemes to commercial banks, Turk Eximbank is creating a risk
free environment for the banking sector to encourage them to engage
directly in export financing.

Increased Focus on Small and Medium Scale Enterprises...

Turk Eximbank aims to increase the focus of its programs on helping small
and medium scale enterprises (SMSEsS). Such enterprises play an
important role in the Government's strategy, particularly since the
establishment of the Customs Union with the EU. SMSEs usually
experience difficulties in passing the rigid qualification tests for loans, even
if they are fully capable of complying with the terms of their export
contracts. Turk Eximbank, therefore, has placed special importance on
SMSESs in its strategy.

Source: Turk Eximbank




Sample Role of ECA

Asuransi @< ASE]

Indonesia Export Credit Agency

PT Asuransi Ekspor Indonesia (PERSERO), for example, created an
affiliate entity on the basis of a public/private partnership, to enable
the development and delivery of a wider range of products.

Additionally, the ECA devised another affiliate aiming specifically to
meet the financing and risk mitigation requirements of businesses
and banks seeking to do business on the basis of Islamic Finance
and commercial principles.

Source: Improving the SMEs Access to
Trade Finance




Sample Role of an ECA

International
investors in
| ClI EC’ s

Financing

provided on the
I £ ) #) %

AAAE
insurance

Investment in a plant

Project/ Concession
Agreement with
ICIEC MC

Eligibility Criteria
* Foreign Investment
* New, Extension

EDC/
International
Banks

Political Risk cover
provided by ICIEC

Canadian Company Setup of Plant in ICIEC Member Country

Source: ICIEC Presentation,




Developing an ECA

the absence of national ECAs suggests a compelling opportunity to advance
trade, economic growth and development through the establishment of ECA-type
entities where the need is deemed most urgent, and where the economic benefit
can be the most immediate.

A multi-shareholder model such as the one applied to the African Trade
Insurance Agency, where Uganda is a part owner, or the ICIEC, can prove
effective in facilitating the development of ECA entities in a larger number of OIC
Member States.

Source: Improving the SMEs Access to
Trade Finance




Developing an ECA

In Germany, Euler Hermes Kreditversicherungs-AG and
PricewaterhouseCoopers Aktiengesellschaft Wirtschaftspriufungs-
gesellschaft (PwC AG) have been appointed to manage and handle public
export credit guarantees. They have been mandated to act on behalf and
for account of the Federal Republic of Germany. Since Euler Hermes
Kreditversicherungs-AG is the leading partner in this consortium, the public
export credit insurance policies are often also referred to as "Hermes
Cover".

Source: Heidelberg AG (Printing Solutions) Website

The absence of a fullyZledged ECA leaves companies at a disadvantage o
n the international stage. This gap can be effectively closed by the co
nception and implementation of an Agency on  Export
Credit and Investment Insurance. Their common aim is to safeguard
and to enhance the competitiveness of national exporters and to diversify
the local economy. Moreover, it IS in exporting
companies, especially in the SME sector where many highly qualified jobs
are created and secured by Export Credit Agencies’ activities.

Source: PWC Aid for Trade Paper, 2011



ECAs and the Market

ECA’s are under close scrutiny by various NGO'’s

Many adhere to environmental guidelines such as those in the
“Equator Principles”, promote sustainability and CSR (Corporate
Social Responsibility)

Such initiatives impact financing and can impact trade bankers to
align in order to secure ECA support

Issues of transparency are also central to ECA business
Banks are generally looking for ECA’'s to complement or partner
ECA's often seek a broader mandate

From straight guarantor to financier and equity investor, the range of
ECA activities varies significantly




ECAs and the Market

ECAs provide a range of financing and risk mitigation solutions

Equally importantly for SMESs, they are often also a source of
advisory support and domain expertise

Leading ECASs provide a wide variety of resources, often at minimal
or no charge, that can be very valuable to SMEs, from market
reports to trade guides, foreign party credit checks to local, in-
market support in international markets

= Often play a critical role in supporting banks and other lenders to be
able to provide trade finance on the basis of ECA support

= Along with IFls, often lead the way to “Frontier Markets™ ahead of
banks and other providers of trade finance




ECAs and the Market

Source: Berne Union

ECAs provide medium and long term financing and risk cover which is often
not available elsewhere




ECAs and the Market
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Certain ECAs like US Exim provide long-term direct loans in support of trade.




ECAs and the Market

Source: Berne Union

ECASs provide investment insurance cover in support of FDI activity



Emirates
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ECAs in OIC States

O

AMAN UNION

Is there an opportunity to build on the creation of the Aman Union, as
a basis for a multilateral solution to ECA needs among OIC Member

States?

What are the strengths of the Aman Union, and what lessons might
be drawn from models and practices of ECAs within and outside of
the OIC Member States, to evolve the organization’'s value
proposition?




For Consideration...

Consider the opportunities in supra-national entities like the Aman
Union and the ICIEC

Assess the advisability of linking existing and future ECAS’
mandates to public policy objectives related to SMEs

Envision creative guarantee solutions for non-standard, SME-
targeted lending, such as zero-or low-collateral lending

= Assess the potential in linking ECA activity and solutions to
emerging, SME-focused options like supply chain finance and like
the Bank Payment Obligation
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Thank You.

Alexander R. Malaket, CITP, President
OPUS Advisory Services International, Inc.
ar.malaket@opus-advisory.com
Mobile: +1 647 680-6787
WWW.0pus-advisory.com
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