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Background 

Å WG established by the VI2 Full Forum in November 2013. 

Å The aim was to explore the possible role of credit guarantee schemes (CGSs) in 
alleviating the low supply of credit in the CESEE. 

Å 2 physical meetings (November 2013, September 2014). 

Å Data sources: 3 surveys ς CGSs, banks, regulators. 

Å EC/EIF data for additionality measurement of SMEG guarantees. 

Å Key contributors: EIB, NBP, World Bank 

Å Participation of all other VI2 stakeholders 

Å Inclusion of stakeholders outside the VI2 circle, such as AECM, OECD & EBA etc.  
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Structure of the presentation 

1. The credit guarantee landscape in the CESEE 

2. Current issues and challenges 

3. Conclusions and recommendations 
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Bank lending in CESEE  after the crisis 

Å Banks have been facing deleveraging pressure, deterioration of credit quality, and 
tighter funding conditions in the post-crisis period. SME lending contracted sharply. 

Å Evidence, such as the CESEE lending survey, suggests credit flow is constrained from 
the supply side. BanksΩ ƭƛƳƛǘŜŘ ŎŀǇŀŎƛǘȅ ƻŦ Ǌƛǎƪ-taking contributes to the limited supply 
of credit to SMEs. 

 

 

Credit to the private sector, percent change, year-on-year 
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Evolution of main bank funding sources in CESEE 
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The role of CGSs as a policy tool 

Credit guarantee schemes (CGSs) provide guarantees on loans to borrowers by 
covering a share of the default risk of the loan. In case of default by the borrower, the 
lender recovers the value of the guarantee. Guarantees are usually provided against a 
fee.  

Å Credit guarantee schemes (CGSs) are used in many countries to alleviate the 
constraints facing SMEs in accessing finance.  

Å They can play a catalysing role in emerging economies where the SME financing 
gap is generally wider than in developed economies.  

Å In times of financial downturns CGSs can be a part of a counter-cyclical public 
policy toolkit to support lending to SMEs.  

Å Although credit guarantee providers can be public or private entities, public sector 
involvement is usually judged to be necessary to supply credit guarantee 
products in sufficient amounts. 
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Current CGS activity in CESEE 

Å CGSs have already been operating in most of the countries in the region.  

Å Outstanding volumes of guarantees in CESEE range from 1.2-1.3 per cent of GDP in 
Hungary and Romania to negligible amounts in some non-EU countries of the South-
East Europe.  
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¢ƘŜ ΨǘȅǇƛŎŀƭΩ /D{ ƛƴ ǘƘŜ /9{99 ǊŜƎƛƻƴΧ 

Risk-management 
Å Counter-guarantees provided by the State 
Å Annual review of pricing policy 
Å No risk concentration 

General information 

Å Established in late 1990s, does not exclusively provide credit guarantees   
Å Publicly owned, legally established as a corporation, and subject to taxation 
Å Capitalized upfront, no explicit restriction on leverage 
Å Non-profit, with an obligation to be self-sustainable 
Å Does not own a banking license, and is regulated by the CB or State 

Outreach 

Å Targets MSMEs, following the EU definition 
Å The primary motivation is to alleviate the lack of collateral and increase lending 
Å Uses guarantees and beneficiaries as indicators, does not monitor job creation/retention, and has 

never conducted additionality study 
Å Operations increased with the crisis, with no sunset clauses or additional funds 

Services 

Å Offers guarantees to all banks, with borrowers applying directly at banks, where they are informed 
about the guarantee 

Å Guarantees are for both new and existing loans, and for investment capital, working capital, and 
leasing 

Å Guarantees are considered on a loan-by-loan basis, and requests are processed in 20-29 days max 

Pricing/  
Coverage 

Å Charges only per-loan fees, paid by borrowers 
Å Fees are risk based and payable in advance 
Å Coverage is between 50% and 100% of principal, not interest, for 5 years 
Å Allows lenders to require collateral, which can  exceed loan amount 
Å Appraises loans based on the business plan and internal scoring system 

Claims 
Å The trigger is non-payment/ insolvency, with a single payment upon validation 
Å The loss-recovery principle is pari passu, with recovery pursued by the lender 
Å ¢ƘŜ ƭŜƴŘŜǊΩǎ ǊƛƎƘǘǎ are subrogated after payment 


