


Financial Instruments to support Rural Areas

Making a difference in Rural Areas by supporting access to finance
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Doing more and better with less

Grants

Single use finance at a fixed amount

Our investments help
kick start ecosystems and

attract other investors to
back funds investing in
small businesses
——— I
Our loan guarantees reaches small
provide protection businesses
Debt against expected losses,

incentivising lending at
better terms and to small
businesses that would
otherwise be too risky

Financial instruments

& risk sharing
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*On aggregate based on 2020 transactions. Depending on the instrument and the transaction, the leverage achieved can range from 4x to 40x.
Source: EIF Annual Report 2020.
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Addressing the market gaps
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Market driven solutions for
lenders and investors in small

Factors adversely affecting access to finance, usually even more in Rural Areas businesses

Information

asymmetry

Small businesses are often too
small (lacking information) for
banks to assess their risk

Highly innovative small businesses may
be too disruptive for banks or funds to be Sharing risk
able to assess risk and potential

Regulatory
environment

Bank capital adequacy ratios have led
to a scarcity of capital and a decline in
lending to higher risk small businesses

Providing capital relief

Economic
environment

Smaller banks can face
liquidity issues

Private investors can shy away from venture

capital and private equity asset classes, PI‘OVidiIlg funding
especially in times of market downturn

Convergence & EU
competitiveness

Small businesses in emerging sectors
can lack access to funding opportunities
or specialised financing partners
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Europe remains structurally behind other -
major markets in terms of the scale of Building ecosystem
VC investments



A financial instrument for Rural Areas 2
Capped Guarantee supported by EAFRD combined with EFSI and EIB '
Fundin g Guarantee Rate -

Loan by loan (70/80%) o : #Believe
European
Investment
Bank
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Risk retention of the % Farmers and
Financial k5 Rural SME
. . Intermediaries % - S
-inancial :
©
nstrument :
implemented in s
-rance, Greece, Cap Rate S
:)O r‘t u ga I EFSI Second Loss Piece g ]
First Loss Piece from E pd
&

the Member State
Rural Development Losses/recoveries
Programs
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|

Portfolio originated by the
Fls selected by the EIF (new
eligible debt finance)
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EAFRD/national mandates — update Q4 2021 » InSmall

31/01/2019

21/12/2018 & 22/07/2020

EUR 117.3m+394.7m g

12/11/2018 |
EUR 35m+6m

12/06/2017

EUR 12m

03/05/2019

. 27/11/2015

EUR 60m+45m

EUR 20m+15m

EUR 15m g

€356 322
‘€1,1bn ‘

€132 -15177

€124
m EAFRD = National = EFSI = EIF m EIB

{

28/11/2017

€

05/09/2019

EUR 80m + 20m

N
i
i
i
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15/11/2017

s EUR 71m+132m



Rural Pact Conference

15-16 June 2022

= | = #Believe

EAFRD/national mandates — update Q4 2021 =2 InSmall

rF|S CONTRACTED LEVERAGED TO SMES ) rSMES SUPPORTED A
AL\ # 3
=¥ 34 3bn [E& 7,030

Member State / Region Leveraged to SMEs SMEs supported Committed to SMEs

Languedoc-Roussillon

Midi-Pyrénées

EAFRD Romania

AGRI Italy Platform

ALTER’NA (Nouvelle-Aquitaine)
EAFRD Portugal

EAFRD Greece

INAF (FR)

Future Growth Loan Scheme (IE)

EUR 67.5m
EUR 54m
EUR 162m
EUR 391m
EUR 190m
EUR 315m
EUR 460m
EUR 1,100m

EUR 320m (EUR 800m total)

421
735

53

571
164
228
3,189
1,273*

EUR 45.1m
EUR 47.3m
EUR 96.2m
EUR 11m
EUR 89.9m
EUR 63m
EUR 15.2m
EUR 396.8m
EUR 247.3m*



Lessons learnt

v’ Combination is difficult and cumbersome (regulatory framework,
administrative requirements)

v Farmers and Rural SMEs need support, but the market gap requires also
Financial Intermediaries to build capacity

v’ Market assessment and positioning of the financial instrument

v’ More combination is needed, in particular of different — systematically
integrated — forms of support
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What’s next

Combining Financial Instruments with other forms of support

Guarantee Rate
European
Investment
Bank

Loan by loan (70/80%) : : #Believe
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Risk retention of the
Financial
Intermediaries

Farmers and
Rural SMEs

Cap Rate
Interest

First Loss Piece from
the Member States +
other sources of risk

taking to enhance
coverage Losses/recoveries

Grant from the Member
State Rural Development
Programme to provide an
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Technical Assistance to
support elegibility checks

. . d to add
Portfolio originated by the and to address more
ambitious policy goals

_ Fls selected by the EIF (new (climate action and green
Interest Subsidy eligible debt finance) transformation)

|
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