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Consortium presentation

— Independent economic research institute supporting key private players and public institutions
worldwide. Prometeia's in-depth knowledge of the banking and financial sector, as a leading

p rom etei a provider of advisory services and research insights.
— Prometeia has excellent knowledge in most of the areas relevant to the tender. economic
analysis, credit and counterparty risk, guarantees, collateral valuation, data collection, and
statistical and econometric analysis.

— Lear’s proven expertise in competition economics and in the ex-post evaluation of competition
policy, including State aid.

— Lear is routinely involved in proceedings before antitrust authorities and in competition litigation
Le ﬂ r matters before national courts. In recent years, Lear has carried out several studies for DG COMP,
including ex-post evaluations of enforcement decisions and support studies for the revision of the

State Aid Regulation.

lerttien | ST T A — Guglielmo Barone and Filippo De Marco, two academics with extensive experience in
€ € ubco _aC ors guarantees, credit markets and econometric analysis with relevant publications in peer-reviewed
from academia journals in these fields
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The evaluation of the Guarantee Notice

In Europe public guarantees must be designed in accordance with the 2008 Commission Notice, which sets out the Commission's approach to State aid in the
form of guarantees and clarifies the criteria for identifying State aid in the form of guarantees. The Guarantee Notice was adopted in 2008 and has not been
Framework reviewed since then. In its recent practice, the Commission has found that the application of the Notice can lead to a number of economic inaccuracies, that
are partly due to the wording of some sections of the Guarantee Notice itself. The Sections under review are in particular Sections 2.3 (on how to avoid aid to the
lender), 3.3 (safe- harbour premia for aid-free guarantees to SMEs) and 3.4 (methodologies to set up aid-free guarantee schemes)

Needs The evaluation process of the Notice was launched by the EU Commission in August 2022 with the aim to verify whether the Communication is still 'fit for
to be purpose', to provide a sound quantitative and qualitative assessment, to identify any existing shortcomings of the Communication and to examine whether there
addressed is scope for improvement.

This entails assessing whether the Guarantee Notice has performed well and facilitated access to finance in an effective and efficient way for both small and
medium-sized enterprises (SMEs) and larger companies; whether it has led to undue distortions of competition; and whether Member States have
encountered difficulties in interpreting and applying the Guarantee Notice when providing individual guarantees or setting up guarantee schemes.

Aim of the
project

In detail the Study will provide an in-depth sound assessment of:
o the impact of the Guarantee Notice on the European credit and credit derivatives market in general;

o the possible unintended effects of the application of the Notice, such as the undue advantages for financial intermediaries or final beneficiaries
and crowding-out of private investors.

The evaluation covers the period from 1/1/2010 - the date of application of the 2008 Guarantee Notice - to 24/10/2023 (date of signature of the contract) for 28
Scope of countries (all EU member states + UK) and will assess the effectiveness in terms of access to finance and competition, the cost-efficiency and the coherence of
the the Notice.

an alysis Given the scope of the Notice, two types of guarantee measures are excluded from the assessment: (1) export credit guarantees (Section 1.3 of the Notice);

(2) the guarantees under the recent Temporary Frameworks, as they were granted thanks to a derogation from the Notice
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The project: an overview

This document presents the Consortium’s proposal in response to DG COMP’s request for a study on the 2008
Guarantee Notice, which will serve as evidence for the evaluation of the Guarantee Notice since its entry into

force, in line with the Commission’s Better Regulation principles.

The study will focus three main areas

Area 1: characteristics of guarantee measures and identification
of existing types of pricing methodologies

Area 2: development of benchmark methodologies based on
the literature review on the pricing of credit guarantees

Area 3: quantitative and qualitative assessment of the
effectiveness, efficiency and coherence of the Guarantee Notice
by analysing the information on existing pricing methodologies
put in place by the Member States and the developed
benchmark methodologies
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Figure 1. Interaction of the three areas of assessment:
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TASKS

Area 1: the four tasks to be performed require a relevant effort in terms
of retrieving data on all the public guarantees in the EU27 countries

GOAL: to establish reliable and complete databases (Samples A and B1) that will allow to identify the characteristics and main
pricing methods of the guarantee measures designed based on the Notice

SUMMARY

Data collection
- Sample A

Data collection
- Sample B1

® @ )

Interviews with banks
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set up of a detailed and comprehensive database covering the universe of both
past and present no-aid and aided measures, relying mainly on the REQ database

statistical analysis of the guarantee measures collected in Sample A, identification of
the types of pricing methodologies that are used by the authorities.

information on the relevant pricing formulae corresponding to each representative
methodology.

to understand what are the drivers behind the different intensity of guarantee usage
among banks
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AREA1 Characteristics of guarantee measures and
identification of existing types of methodologies

Area 1 - task (i), sample A main characteristics

Q GOAL: set-up a detailed and comprehensive database covering the universe of both past and present no-aid and aid measures

TOPIC DESCRIPTION

TIME COVERAGE From 1/1/2010 to 24/10/2023 (signing date of the contract)

COUNTRY COVERAGE 27 countries: all EU Member States

all rights reserved

REFERENCE UNIT case-number

NOTIFIED and NON-NOTIFIED GUARANTEE MEASURES
Measure-level data -

. 'Ip'y_pc_as of gltjk?rzn:ee NEW
. ricing methodolo :
JIE TR LI . J » Moved this metadata at «measure-level» after the | 93d
46 Costs _ i , ata
. Competitive environment meeting with DG COMP on 24 November points

Granting /Administering Authority level data

* Legal and regulatory framework
»  Corporate governance and risk management framework .
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AREA1 Characteristics of guarantee measures and
identification of existing types of methodologies

Area 1 - task (ii1), sample B1 main characteristics

GOAL: describe how authorities set guarantee fees and the parameters used in pricing formulas
The main contribution is to define as precisely as possible the algebraic formula for each guarantee that converts the indicator values into the applicable
guarantee fee, including all applicable relevant conditions and thresholds

TorIC DESCRIPTION

TIME COVERAGE From 1/1/2010 to 31/12/2021 (as sample B2)

COUNTRY COVERAGE 27 countries: all EU Member States

all rights reserved

REFERENCE UNIT case number / year / algebraic formula and its classification by representative methodology

MACRO-LEVEL Related to a single Member State or Financial Markets

. ) The sample will make it
MPIEANEIR - Indicators used in the formula and observed parameters possible to reconstruct

Distribution of Parameters retrieved from other DBs or estimated average guarantee prices
MICRO-LEVEL . Loan-level for each measure from the
. arameters.
INDICATORS . Eirm-level p
DISTRIBUTION OF PD, recovery rates, guarantee coverage rate, fees, distribution of interest rates in case and in

GUARANTEE PRICE DATA absence of guarantees
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The Consortium has a contact list = from DG COMP - of the relevant
authorities in each country. But the list is not complete.

COUNTRIES ANSWERING

COl{NTRIES WITH NO FEEDBACIf

country n answer to first conta

o

R A R R L L L R
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Characteristics of guarantee measures and
identification of existing types of methodologies

AREA1

The contact list for the countries that didn’t yet answer to our contact
request

Austriz

Austrla ---------- i Permanent Representation of Austria to the European Union - i Functional mailbox

Croatia 1 imeisyetfnaee ohe G |rolana T otftpoland@uokikgovel
ot 2 Lcroatian Bankfor Reconstruction and Development HEOR ¢ c@hbor. - fromma e iotr maciesek@uke.compl
Croatia | 3 iCroatian Bankfor Recanstruction and Development -HAOR bomnd svelvanowsk awel wanowski@kikecompl
Cruatla ---------- I‘u'IlnlstryufFlnancE ----------------------------------------------- I‘l;:mania i 1 sorina.palan@consilivlconcurentei.ro
- 5. icrostian Agencyfor Smalland Medium Encerprises HAVAGSICRO KerloKostanjevee  ikarlo Kestaniovec@ramasbicrabe | |romanis cabela Nedeleu abela nedelcu@consiulconcurentei ro
Croatia P e P sosakokolCorgronsi
Croatis | 7 {Mistyoffinancesmtesidfunctionaimaiibox i iswesigeten | |sewns J— 2ermarda Suss@gous

CothRepublic | © iMimisnyofforegnatars L ek Nencok Cerdalos@mec  [Sevens M
I e S e I A g— B ———
___________________ . Republictothe EuropeanUnion
Czech Republic 3 1OFFICE FOR THE PROTECTION OF COMPETITION [UHOS) tate aid Swedish Ministry of Enterprise Functional mailbox .stateaidnotific@gov.se

Finnish Governmet

Finland 1

Finland 2

Hungary Ministry for Regional Development

Wongery | 2 iMinistyforfegiorslDevelopment

bomgary | 3 iconsdlerSeniee

Gtharis | 1 icompestioncowat

Uesia | 2 icompetiomcouncn

Uthoania | 3 ilihuanienFermanencRepresencstion-

lembows | 1 iMmisyoteonomy

lembows | 2 iMmisyotteonomy

Luxembuurg -3 EStatE Treasury {Functional mailbox E=,Estfir'@tresc-rerie.etat.lu
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Area 1- Task (iv): Interviews with European commercial banks

New task with respect to the technical offer of the Consortium. This was agreed during the kick-off
meeting as it emerged that DG COMP is keen to understand what are the drivers behind the different
intensity of guarantee usage among banks i.e. why some banks use public guarantees more than
others, what are their economic/ financial drivers in this matter, and what are the main bank level
characteristics associated with higher intensity of public guarantees.

To deep dive into these issues the Consortium will interview around 10 EU banks of different size,
both significant and less significant institutions, asking them questions on the following topics:
Relevance of public guarantees in the portfolio and underlying motivations

Effects of public guarantees on credit supply and lending policies

Internal organization structure for access to public guarantees

Overall evaluation of public guarantee by board members, top management and borrowers;
Impact of public guarantees on competitive environment

Suggestions for refining the design of existing public guarantee tools

PO OO0

The goal is to produce a qualitative evaluation, potentially supplemented by quantitative benchmarks
where feasible, addressing each of the highlighted points
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Confidentiality

Any patrtial or total reproduction of its content is

prohibited without written consent by Prometeia.

Copyright © 2024 Prometeia
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Contacts

Bolognha

Piazza Trento e Trieste, 3
+39 051 6480911
info@prometeia.com

London

Dashwood House, 69 Old Broad Street
EC2M 1QS

+44 (0) 207 786 3525
uk@prometeia.com

Cairo

Smart Village - Concordia Building, B2111
Km 28 Cairo Alex Desert Road

6 of October City, Giza
egypt@prometeia.com

prometeia €

Milan

Via Brera, 18

Viale Monza, 259
+39 02 80505845
info@prometeia.com

Istanbul

River Plaza, Kat 19

Buyukdere Caddesi Bahar Sokak
No. 13, 34394

| Levent | Istanbul | Turkey
+902127090280—-81-82
turkey@prometeia.com

Vienna
Wiedner Girtel,13 — 1100
austria@prometeia.com

Rome
Viale Regina Margherita, 279
info@prometeia.com

Zurich
Technoparkstrasse, 1 — 8005
switzerland@prometeia.com

m Prometeia
Prometeiagroup

B Prometeia

www.prometeia.com
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