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Foreword by the Chairman and the Secretary General

Dear Reader,

On the occasion of its General Assembly meeting and Annual Seminar
held from the 7 ™ i 9" June 2012 in Bucharest, AECM celebrated 20
years of existence and achievements.

Founded in 1992 by Mutual Guarantee Societies from 5 Member States,

the Association has since grown to represent 38 member organisations

from 20 Member States as well as from Turkey, Russia and Montene-

gro. Starting as a platform for exchange of best practices, it has aimed

at strengthening the guarantee intermediaries in the different coun-

tries, most prominently by starting a large scale cooperation pro-

gramme with guarantee entities from the candidate countries at the

end of the 690s, supported and financed

AECM has also progressively become involved in EU policy matters with relevance to the guarantee business
and has positioned itself as a key partner towards the European Institutions. In order to ensure proper
framework conditions for the guarantee business in Europe, AECM has notably defended the interests of
guarantee institutions on such topics as the own funds regulatory requirements (Basel), EU SME financial
instruments and EU state aid regulation.

In accordance with its statutory mission statement, the Association has also assumed a crucial role in dis-
seminating information on guarantees, with a view of promoting this SME financing instrument, both in the
EU and beyond. In this spirit, AECM has cooperated with the World Bank, the IFC and more recently with
the OECD as well as intensified its links with other regional guarantee associations around the world, in par-
ticular with REGAR (Latin America) and ACSIC (Asia). To be able to fulfil this role optimally, the Association
has improved its capacity to provide information on key sector indicators and to draft studies on selected
technical topics.

In this brochure, you will find a short description of this activity as well as an overview of the evolution of

the guarantee business over the recent years. The strong growth trend vindicates our perception that the

guarantee is a highly efficient SME support instrument that addresses crucial market failure in access to

finance. This has been demonstrated even more dramatically by the performance of the anti -crisis measures
launched by our members during the recent financial and economic crisis.

We are looking forward to continuing our excellent cooperation with our partners from the public authorities,
both national and EU, from the banking sector as well as from the SME organizations.

Best regards,
/L/)‘\_—’—\’\—\
José Fernando Figueiredo Marcel Roy
AECM Chairman AECM Secretary General
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AECM: General Overview

AECM: Today

fter a first European Congress of Mutual
AGuarantee Societies on 28 ™ i 29" No-
vember 1991 in Madrid, the European Associa-
tion of Mutual Guarantee Societies (AECM)
was created in 1992 on the occasion of a con-
ference in Paris, counting on the support by

the European Commission in its first years.

It has since known a fast growth to become
the one and only organization for the guaran-
tee sector at the EU -level, representing 38
member organizations operating in 20 EU
countries, Montenegro, Turkey and, starting
from 2012, Russia (see section V). Its mem-
bers are mutual, private sector guarantee
schemes as well as public institutions, which
are either

guarantee funds, development

aecm

ATV GO MUITLIL DURAANTEE SOCIETHRS

Growing together

banks or public agencies with a guarantee
department. They all have in common the
mission of providing loan guarantees for SMEs
who have an economically sound project but
do not dispose of sufficient bankable collat-

eral.

By granting a guarantee, guarantee societies
provide a substitute for the missing collateral
and allow the credit institution to grant the
loan by sharing in the default risk. Given the
economic importance of SMEs, guarantee or-
ganizations have been set up in nearly all Eu-
ropean countries. In addition, guarantee
schemes also exist beyond Europe, e.g. in the

US, Latin America, Asia and the Mediterranean

region.




The number of AECM members has experi-

enced a steady growth since the founding of tion twenty years ago.
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the association as European sectoral associa-

AECM Members - Evolution
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AECM pursues the following three main aims:

wards other, multilateral bodies, among which

the European Investment Bank (EIB), the Eu-

Political Representation: AECM represents ropean Investment Fund (EIF), the Bank for
the political interest of its member organisa- International Settlement (BIS), the World
tions both towards the European Institutions, Bank, etc.

such as the European Commission, the Euro-

pean Parliament and Council, as well as to-

It deals primarily with issues related to state



aid regulation relevant for guarantee schemes.
within the internal market, to European sup-
port programmes and to prudential supervi-
sion. It has also dealt with the policy response

to the financial crisis.

Exchange of Best Practices and Training:

AECM serves as platform for exchange of best
practices on a variety of operational issues.
For this purpose, AECM has set up working
groups and organises annual seminars, opera-

tional training sessions as well as specific ad

hoc events on selected issues.

Promotion of Guarantee Instrument:
AECM undertakes surveys on the guarantee
sector, provides relevant technical infor-
mation, statistics, newsletters as well as other
publications to promote the guarantee instru-
ment. It cooperates with multilateral bodies
(e.g. OECD and IFC) and takes part a sector
representative in events both in Europe as

well as beyond.






AECM: Achievements

I n keeping with its general mission state-
ment above, over the years, AECM has
progressively extended its scope of activities
to specific fields that are relevant to its mem-
ber organizations. Please find below a short

overview of the main AECM achievements:

e Communication and statistics

In the interest of fulfilling its role in the field of
exchange of best practices, the representation
of political interests and the promotion and
cooperation outside the EU, AECM has first
launched its annual seminars, dedicated to
selected operational topics, followed soon by
the establishment of ad -hoc or permanent
thematic Working Groups (State Aid, Structur-

al Funds, Banking Legislation and Agriculture).

The Association has also drafted a number of
technical studies and since 2000 compiles sec-

torial key figures. A major effort has been un-
dertaken in recent years to overhaul the web -
streamline the

site and

and communication tools.

Recognizing the importance of its communica-
tion on statistics and technical matters, AECM
formally set up a Statistics Working Group in
2011, which has undertaken its first technical
study on pricing, soon to be followed by other

publications.

G
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e Exchange of best practices

From the beginning, the exchange of best
practices has been a key concern to AECM
members striving to improve their operational
procedures, as well as the service to their cli-
ents, by benchmarking themselves to other
members and integrating useful ideas in their

own business models.

Aside from the formal events by AECM, bilat-
eral contacts and events have been facilitated
on demand by different member organiza-
tions. Also, AECM engaged in a large -scale
cooperation project with guarantee organiza-

tions from EU membership candidate countries

in the year 2004, supported financially via an

EU Tender. The project included 17 already
existing guarantee organizations active in 10
eligible countries. It was composed of an as-
sessment study to analyse the strengths and

weaknesses of the participating guarantee

sgstems_ Thits was follpwed b}/ a Dissemination
AsSociatlronos mage

Conference to introduce best practices with
the goal of maximizing the commercial impact
of the participating guarantee schemes. Nearly
all of the participating guarantee schemes

have joined AECM as members afterwards.

More recently, on 5 ™ i 6" May 2011, AECM
started a series of Operational Training Ses-
sions, the first being focused on Credit risk

appraisal and rating.



e Political topics

0 Basel

Basel Il and the current Basel Il proposal by
the BIS have been a major concern for SME
guarantee societies. They are concerned on
one side as a financially supervised intermedi-
ary, on the other hand, the impact of changes
in the framework for prudential regulation on
the final beneficiaries of AECM member organ-

izations is not neutral.

As regards financial intermediaries, AECM has
obtained the inclusion of a zero risk weighting
for publicly guaranteed / counter -guaranteed
loan amounts under the CRD, transposing Ba-

sel Il in the EU. This has been a central ele-
ment convincing many banks to maintain SME
access to finance during the recent crisis. Re-
garding the current proposal for the CRD 1V,
implementing Basel Ill, AECM has insisted
that guarantee societies must continue to be
considered as providers of unfunded credit risk
protection in the future to ensure such a posi-

tive effect of guarantees on capital require-

ments for SME loans.

From the point of view of its SME beneficiar-

ies, AECM has voiced concern about the possi-

ble effects of the new rules on SME loan activ-

ities by banks. Therefore, the Association sup-
ports a more favourable weighting for the re-

tail portfolio to counterbalance the negative
effects to be expected by the implementation

of the rules.

O Growth and Employment, MAP, CIP,

Structural Funds

Since its creation, AECM has argued for strong
EU support in form of counter -guarantees to
address specific market failure in SME access

to loan finance across the EU. As a result, the
Commission first launched the Growth and
Employment Programme, followed by the Mul-
tiannual Programme (MAP) and finally the cur-

rent programme called the Competitiveness

and Innovation Framework Programme (CIP).

AECM member organizations, having partici-
pated as financial intermediaries in all of these
initiatives, have been able to demonstrate a
strong performance. Indeed, as of March this
year, AECM members have issued over € 53
billion in guarantees to over 130.000 SMEs in
Europe under the CIP. These concern loan
operations with high risk profiles, such as e.g.
business transfers, which are of crucial im-
portance and which would under normal con-
ditions not have been undertaken by credit
institutions. They could only be realized
thanks to the risk sharing agreement between

guarantee institutions and the CIP funds.

Among others due to the leverage factor ob-
tained through the use of CIP funds, AECM
considers the current CIP to be highly relevant

in terms of European Added Value. AECM is
strongly arguing for a continuation of this type

of support loan guarantee facility under the
follow -up programmes COSME and Horizon
2020. These should be accessible to all poten-

tial guarantee intermediaries.



nother important area of activity of AECM
Amembers is the intermediation of struc-
tural funds. Indeed, about a third of AECM
members and about half the number of coun-
tries represented in the Association are active

in the field of structural funds.

An AECM survey has shown that the EU coun-
ter -guarantee and equity instruments are the
most efficient to support the activity of SME
guarantee schemes. Also, AECM considers that
Afinancial engineering

best leverage for the public funds.

AECM members are currently running a total
of 26 programmes involving Structural Funds,
for a total number of over 104,000 SME bene-

ficiaries.

Some guarantee programmes have thousands
of beneficiaries, which clearly demonstrate the
capacity of guarantee institutions to reach
many more SMEs than any alternative financ-

ing programme of a comparable size.

O EU state aid regulation

Due to the fact that SME guarantees, provided
on a non -profit basis, generally benefit from a
state aid element in form of a public guaran-
tee / counter -guarantee, EU State Aid rules
have a direct relevance for the activity of

AECM member organizations.

Over the last 20 years, the rules with regard
to state aid for guarantees have been increas-
ingly defined by the European Commission.
AECM, whose members mostly use the De

minimis  Regulation for their guarantee

nst

operations, has continually contributed to the

review process by the Commission.

Although the rules have become more and
more complex and demanding in terms of ad-
ministrative effort over time, the Association
has managed to obtain a number of positive

changes in the rules.

This relates for example to a simplified ap-

proach under the De -minimis Regulation,

guarantees of € 1.500.000 over three years.

The Commission is currently in the process of
starting a new review of the state aid regula-
tions (De -minimis, Guarantee notice, General
Block Exemption Regulation, etc.), which will
be in place for the new financial programming
period of 2014 i1 2020.

AECM will be closely involved in the consulta-

tion processes.

e Promotion of the guarantee instru-

ment and Cooperation

In the interest of promoting the guarantee
instrument at the international level, AECM
has over the last years intensified its relations

with multilateral bodies.

Thus, on 13 ™ i 14™ March 2008, AECM partici-

pated in a high -level workshop on partial cred-

it guarantees organized by the World Bank.

The workshop was aimed at shaping the World

Bankdés thinking and possible

ment policies with regard to initiatives in de-

veloping countries.

perlljdlrrljl%anlL{mg o -su(r)nfst{;alt% arud eqwt\]/a(leent for

fut.



n 8" June 2011 in Tallinn, AECM, to-
O gether with the IFC and with the support
of the Dutch government, organized a Global
Conference on Guarantees, which was attend-
ed by over 100 participants from 34 countries
from Europe, the Americas, Africa and Asia.
IFC, a member of the World Bank Group, fo-
cuses on the private sector to promote
growth, reduce poverty, and improve people's
lives in developing countries. The objective of
the conference was to share different ap-
proaches on public policy, financing schemes,
challenges, and key success factors of credit
guarantees schemes to promote SME Finance
with a special focus on developing/emerging

countries.

Furthermore, since an OECD Round Table on
the Impact of the Global Crisis on SME and
Entrepreneurship Financing and Policy Re-
sponses on 26 " 1 27" March 2009 in Turin,
ltaly, AECM has been i
Working Party on SMEs and Entrepreneurship
(WPSMEE). It has attended the WPSMEE bian-
nually and has feed into the process of report-
ing on the anti  -crisis measures undertaken by
AECM members. Since the end of 2011, AECM
has been recognized as an official observer at
the WPSMEE. It will in this function continue
to provide concrete guarantee data and stud-
ies to the Working Party and to the currently

discussed Study on guarantee schemes.

In addition to contacts  with multilateral
institutions, AECM also pursued close ties with
REGAR, (the Latin -American Guarantee Net-
work), ALIDE (Latin -American Association of
Development Banks), ACSIC (the Asian Credit

vetd

Supplementation Institution Confederation) as
well as with individual Guarantee institutions

in the Mediterranean region.

Finally, AECM member organizations have
been active in cooperation conferences and
projects (with GIZ, FAO, etc.) in Mongolia,
Viet-Nam, Armenia, Cape Verde, Angola,
Mozambique, etc. with the view of helping to
develop sustainable SME support structures in

these countries.

e Special focus: Anti - Crisis measures

AECM members made an extraordinary effort
to ease the impact of the recent financial and
economic crisis on the access to loan finance
by European SMEs. Overall, in 2009, they is-
sued over 855.000 guarantees with a value of

over € 34 billion.

On 31 " December 2009, AECM members held
intheir pior{}oliog rpm?e thgnEZCmIﬂll%nsguaran-
tees for a value of € 70,4 billion to over 1,8
million customers, which represent about 8%
of all SMEs in the European Union. The vast
majority of the beneficiaries were small com-

panies.

After a solid 8,13 % average growth rate for
total guarantee volumes in portfolio over the
period from 2002 to 2008, volumes have ex-
panded by 25,7 % from 2008 to 2009. The
volumes of new guarantees issued per annum
have increased even more by 58 % from 2008
to 2009, as compared to the average growth
rate of 8,18 % for the previous seven years

(see graph on the next page).
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Progression of guarantee activity 2002 - 2009
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his extraordinary increase in guarantee
Tactivity also reflects in part the impact of
the specific anti -crisis instruments, which have
been launched by AECM member organisations
towards the end of 2008 and the beginning of
2009 as new products or modified existing

products.

Indeed, with a total volume of € 11,2 billion,

guarantees issued under the specific crisis pro-

grammes make up about a third of the total
guarantee activity in 2009. 90 % of the total

volume of these specific crisis guarantees has
been dedicated to short term, working capital

loans.

The specific crisis guarantee instruments have
provided over 120.000 SMEs with crucial ac-
cess to finance and thus contributed to main-

taining more than 851.000 jobs.
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AECM: Global Figures on European Guarantees .

aecm

ATV GO MUITLIL DURAANTEE SOCIETHRS

Growing together

AECM: General evolution of guarantee activity

AECM started collecting key figures about Both trends show a steady growth and are

the guarantee activiti escloselycoiretatd. me mber s 6

organisation since the year 2000 allowing a

statistical timeline over 12 years. There is less correlation in the last three years

as most potential candidates have joined

The chart below shows the general trend both AECM as members and at the same time guar-
of the growth of AECM membership as well as antee volumes have undergone a strong boost
the volume of outstanding guarantees in port- due to anti -crisis measures.

folio.
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The total volume of active guarantees

volume of outstanding guarantees

in portfolio , also called the total value/
in
portfolio is defined as the total monetary out-
standing amount of guarantee commitments,

in the off -balance records of the financial

statements by 31.12.

In the chart below there is an overview of the
evolution of the total volume of active guaran-
tees in portfolio members with its year

progression over the past 12 years.

Over the period from 2000 to 2011 the total
volume of outstanding guarantees in portfolio
increased by 165%, with an year -to-year av-

erage growth rate of 9,5%.

-to-year

0

..E

In the context of the anti -crisis measures, we
experienced an increase of 26,59% of the
AECM portfolio between 2008 and 2009. In
20101, the volume of outstanding guarantee
commitments amounted to over € 77 billion
and the volume of guarantees granted that
year was over € 30 billion, with a growth rate
of 8,64% between 2009 and 2010. Between
2010 and 2011 a minor increase of 0,47% was
noticed, which can be seen as a correction
leading back to the predominant long -term

trend after the crisis.

Consequently, the provisional figures for the
year 2011 show that the volume of outstand-
ing guarantees in portfolio is consistent with a

steady growth perspective.
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The number of active guarantees in

portfolio is defined as the number of

outstanding guarantee commitments, in the
off -balance records of the financial statements
by 31.12.

The chart below expresses the evolution of the
number of guarantees in portfolio of AECM
members since 2006, when AECM started to

collect these figures.

Similarly to the growth of the volumes of the
outstanding guarantees in portfolio, the num-
ber of operations has also sharply increased

during the crisis. Between 2008 and 2009 the

number of outstanding guarantees in portfolio

After a peak of over 2 million active guaran-
tees in portfolio in 2010, there was a decrease
to over 1.926.000 guarantees in 2011, which

is almost the same level than in 2009.

This could be explained by the fact that in
2011 many AECM members have reduced
their guarantee activity for working capital
loans, which were mostly temporary anti -crisis
measures. Guarantees for working capital
loans tended to represent a large number of
operations with relatively small amounts if

compared to investment loans.

As shown on the graph on the previous page,

this did however not entail a significant reduc-

rose by 18,09% to a total of over 1.940.000. tion of the guarantee volumes in portfolio.

Number of Outstanding Guarantees in total portfolio (in units)
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The volume of guarantees granted in In the following two years 2010 and 2011 the
the year s defined as the volume of the new guarantee activity decreased but re-
guarantees granted in the course of the year. mained higher than before 2009. A decrease

. by 10,10% occurred in 2010 and the volume
The chart below shows the evolution over the Y °

of active guarantees per year decreased once
more by 7,80% in 2011. Again, this might be

last 12 years.

Over the period from 2000 to 2011 the total explained by the fact that the anti -crisis

volume of guarantees granted per year has measures for the years 2008 and 2009 came

increased by 151%, with an year ~ -to-year av- to an end. Therefore, the guarantee purpose

erage growth rate of 10,01%. returned to long  -term investments.

Regarding the overall volume of guarantees The provisional figures for 2011 of the volume
granted per year between 2008 and 2009, of guarantees granted amount more than €28
AECM members experienced a high increase billion, in line with the long -term growth
of 59,29% of their new guarantee activity. trend.
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Source: AECM statistics



The number of guarantees granted in
the year is defined as the number of the

guarantees granted in the course a year.

Similar to the volume of guarantees granted
per year, in 2009, the number of guarantees
granted reached its peak. There were 866.484

guarantees granted in 2009.

The reason for this again is the fact that dur-
ing 2009 anti -crisis measures were launched

in almost all EU -member states and enabled

O -oal=S
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guarantee schemes to provide guarantee
working capital loans and short -term commit-
ments, thereby providing a solution for bridge -

financing.

Between 2009 and 2010 the number of
guarantees issued decreased by 11,23%,
coming back in 2011 (625.299 2 guarantees) to
a level consistent with the figures before

20009.
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AECM also computed the average size of
guarantees in portfolio for the years
2006 till 2011.

For the period 2006 until 2009 the average
size of guarantees was quite steady, around

€35.000, as shown in the graph below.

In 2010, AECM experienced an increase of the

average guarantee size by 3,48% (in value:

€37.830) in comparison with 2009.

In 2011 3 the average size rose again by

6,22% and representing a value of €40.190.

The increase of the last two years can be in-
terpreted as an indication of renewed invest-
ment activity and less reliance on working

capital loans.

Average size of guarantee (in portfolio)
per year (valuesin '000)
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he chart on the next page illustrates the
Taverage guarantee size per member for
2011. The Latvian Guarantee Agency T LGA
has the highest average guarantee size,
€212.530,

which  amounts followed by

Agentschap -NL with €210.140, the Slovenian
Enterprise Fund 1 SEF with €155.380 and the
Czech-Moravian Guarantee and Development
Bank i CMZRB with €151.760.
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The number of SMEs beneficiaries is
defined as the number of enterprises
served having an active guarantee commit-

ment with the guarantee institution.

The chart below shows the evolution in units
of the number of SMEs beneficiaries of AECM
member s o guar ant ees-to-yead

progression.

The number of SMEs beneficiaries decreased
slightly in 2008 by 8,99% and then increased
in 2009 by 14,38%.

The decrease of 2008 could be explained by
the unstable economic situation and there-
fore, both by the reluctance of SMEs to un-
YettakeYGitRel investment projects and by

relative credit shortage.
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After 2008, guarantee institutions experi- and in 2011 the number of SMEs was
enced a steady growth of the number of SMEs 2.772.799 (+15%).
beneficiaries in total portfolio. In 2010, the

SMEs 6
AECM members reached 2.418.368 (+ 35%)

number of

All in all in 2011 AECM served about 12% of

benefici arya”S%AfESnglﬁarantees of

rope.



he Leverage factor / Multiplier effect
Tis defined by AECM as the volume of
guarantees in portfolio divided by the equity
(in €'000)

The leverage factor makes the guarantee in-
strument a particularly interesting financing
and policy instrument. Since guarantees are
only paid out in case of insolvency of the SME
customer, depending on the risk profile of the
product only a fraction of the funds are actual-

ly paid out. This allows guarantees institutions

aecm

IS OF MUTUIAL DUSRANTER SOCIETHS

Growing together

to issue a much higher amount of guarantees
for a given amount of regulatory capital. As
example a guarantee society, which works
with a leverage factor of 10 and a coverage
rate of 50% will be able to guarantee € 20 in

approved loans for each euro of its own funds.

In 2000, the leverage factor was 9,7 times
and in 2011 has reached 7,9 times. The red
trend -line on the graph indicates a long term

reduction of the leverage factor.

Leverage factor / Multiplier effect - Evolution
12,0 20%
- 15%
10,0 —
- 10%
E Leverage factor /
Multiplier effect
807 - Evolution
- 5%
6.0 - L 0% y-0-y progression
- -5%
4,0 s
= Linéaire
(Leverage factor
- -10% / Multiplier
effect -
2,0 1 Evolution)
- -15%
0,0 - -20%
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011%%%

Source: AECM statistics



n the map below, the Association com-
O puted the proportion of the outstanding
guarantees in portfolio of each country in rela-
tion to the AECM total. This represents the
sum of the volumes of outstanding guarantees
in portfolio per country towards the AECM total

volume of outstanding guarantees in portfolio.
The figures calculated by AECM for 2011 cover

all of the respective AECM members in each

country.

Source: AECM statisticdigures 2011

Italy, France and Spain have the highest pro-
portion of AECM outstanding portfolio, which in
2011 respectively account for 42,4%, 21,2%
and 8,01%.

Overall, over the last 5 years the proportions

have been quite stable. However, some coun-
tries such as Portugal, Romania and Slovenia
experienced higher increases and therefore
have a higher proportion of AECM total portfo-

lioin 2011 .



