
The EIB Group strengthens its support 
for European Union policies
In 2001, the European Investment Bank

lent EUR 36.8 billion to support capital

projects contributing towards the at-

tainment of European Union policy ob-

jectives.

The Bank made available 31.2 billion for

projects in the EU Member States, 2.7 bil-

lion in the Accession Countries to assist

preparations for enlargement, 1.4 bil-

lion in the Mediterranean region to un-

derpin projects aimed at modernising

the economies of the countries partici-

pating in the Euro-Mediterranean Part-
nership and 1.5 billion in the other Part-
ner Countries.

In order to finance its lending, the EIB
raised EUR 32.3 billion on the capital
markets via 148 transactions in 13 cur-
rencies (before swaps).

As at 31 December 2001, the EIB's bal-
ance sheet amounted to 209.4 billion.
Outstanding borrowings totalled 176
billion and outstanding loans, 221.6 
billion.
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The EIF in 2001
The EIF is now the European Union's fi-
nancial institution specialising in ven-
ture capital and guarantees for SMEs.

Since June 2000, the EIB has acquired
the majority of the Fund's capital, 
although the EIF remains a tripartite
institution (EIB, EC, 28 banks). In Jan-
uary 2001, the EIB transferred its equi-
ty participation portfolio to the EIF.

During 2001, the EIF considerably in-

creased its activity, despite the diffi-

cult conditions prevailing on the mar-

ket. It concluded 57 venture capital

operations worth EUR 800 million in

the 15 Member Countries and five Ac-

cession Countries as well as 39 new

SME portfolio guarantee operations

totalling 958 million.

As at 1 January 2002, the EIF managed
a portfolio of 153 venture capital
funds, corresponding to EUR 2 billion.
Aggregate EIF guarantee commit-
ments ran to more than 3.3 billion and
covered some 100 000 SMEs.

The EIB’s annual Press
Conference on EIB
Group activity in 2001
was held on 6 February
in Luxembourg and on
7 February in Brussels

On these two occasions, the 
EIB Group’s President, Philippe
Maystadt, presented the 
results for 2001 and medium-
term strategic guidelines, 
while replying to numerous
questions raised by journalists
present.

Balkans 319

European Union 31 184

Total 36 776

Asia - Latin America 543
ACP-OCT-South Africa 670

Mediterranean Partner Countries 1 401

Accession Countries 2 659

Contracts signed in 2001 (EUR million)



DDDuring my two years' tenure
as President of the EIB Group,
my main focus has been on en-
suring that the Bank and the
EIF operate effectively in fur-
thering the Union's objectives. 

I have encapsulated this prior-
ity in the phrase "policy-driven
public bank". This describes a
public bank which, in closest
liaison with the Union's other
institutions and without bur-
dening the public finances,
contributes to the realisation
of projects giving concrete ex-
pression to the economic, so-
cial and, ultimately, political
priorities of the Union. 

To support this goal of effec-
tiveness, the Bank has intro-
duced various changes in the
past two years that I should
like to outline to you.

• On the institutional level,
first of all, we have intensified
our dialogue with the Euro-
pean Parliament through par-

ticipation in various meetings
of parliamentary committees
(notably the Committee on
Economic and Monetary Af-
fairs) and, above all, through
the examination in plenary
session of a report by the Par-
liament on monitoring the
Bank's activities (see page 6).
The aim has been to organise
a frank and open dialogue on
the Bank's contribution to fur-
thering the Union's objectives,
a sphere where the Union's
elected representatives are
both the driving force and ul-
timate monitoring body. This
dialogue is of great value to
us: it enables us both to in-
crease awareness of what we
do and to learn at first hand
what the European Parlia-
ment's priorities are. Addi-
tionally, and without doubt
most importantly, this ongo-
ing dialogue enables the Par-
liament to dovetail the Bank's
operations with the discharge
of its legislative and budgetary
responsibilities, thereby mak-

ing for greater consistency in
the initiatives that the Union
pursues for the benefit of its
citizens. 

• In parallel, the Bank is in-
volved in the Ecofin Council,
placing its expertise at the
Union's disposal, particularly
with regard to the deploy-
ment of new instruments.
The gratifying result is that
there is now scarcely a Euro-
pean Council meeting where
the Heads of State and Gov-
ernment do not turn to the
Bank. This was again the case
in 2001 at the Council meet-
ings in Stockholm in March
(inviting the Bank to step up
its financing to  turn Europe
into a high-performance
economy based on knowl-
edge and innovation); and
again in Ghent, in October,
when the Council called on
the EIB to spearhead efforts
to stabilise investment in sec-
tors hardest hit by the eco-
nomic slowdown. The Bank
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has also strengthened its opera-
tional links with the Commission
in order to enhance the synergies
between the Bank's lending, the
EIF's operations and the Union's
budgetary resources in further-
ing joint objectives. This applies
particularly to regional develop-
ment, preparing the Accession
Countries for EU membership,
promoting research and devel-
opment and supporting Euro-
pean audiovisual production – 
areas on which the two institu-
tions have concluded agree-
ments. In addition, an important
document on environmental pro-
tection is currently being finalised
with a view to enhancing coordi-
nation between our respective ef-
forts, particularly to facilitate
practical implementation of the
Union's commitments on sustain-
able development and combat-
ing climate change. 

• Furthermore, in 2001 the Bank
implemented its new policy of
transparency. The main vector of
this is a new information policy:
the Bank now lists projects under
appraisal on its website, with de-
tails of the parameters for each in-
vestment; the Bank also discloses
its operational strategies by pub-
lishing its Corporate Operational
Plan and documents on sectoral
policy (those relating to the envi-
ronment, sustainable develop-
ment, climate change and prepar-
ing the Accession Countries for
membership are already to be
found there); and finally, the EIB
makes available detailed informa-
tion on its procedures and meth-
ods for project appraisal and mon-
itoring. This drive for greater trans-
parency is backed up by an ongo-
ing dialogue with representatives
of civil society via NGOs. In the
course of 2001 alone, the Bank
participated in 5 meetings held by
NGOs on sectoral aspects of its ac-
tivities, and itself organised two
round tables – one in June in Brus-
sels on its information policy and
the other in November, in London,
to discuss its policies on poverty

reduction and sustainable devel-
opment in the emerging countries.

• To reinforce this strategy of
openness, the EIB has also forged
closer links with the Economic
and Social Committee (ESC) so
that it can take account of the
Committee's opinions when for-
mulating its financing strategies
and make the most of the Com-
mittee's enhanced role under the
Treaty of Nice as an interface be-
tween the Union's institutions
and civil society. 

My reason for wishing to focus at-
tention on these institutional 
changes affecting the Bank is that
they have an important bearing on
the conduct of our operations, as is
shown by the highlights of our ac-
tivity in 2001.

Strengthening the
Union’s economic and
social cohesion ...

First of all, I should like to under-
line the top priority that the EIB
Group always accords to strength-
ening the Union's economic and
social cohesion; and our perspec-
tive now encompasses the Acces-
sion Countries – our members-to-
be in the very near future. 

In 2001, the Bank devoted nearly
EUR 22 billion to financing projects
in the least developed regions  of
the Union and the Accession Coun-
tries. This unprecedented support

ranged across all sectors of the
economy, from basic infrastructure
- large and small -  to industrial pro-
jects and SMEs. But more impor-
tant than this was the major cat-
alytic effect in attracting other
sources of finance, particularly
from banks, while the bulk of the
EIB's lending also involves the de-
ployment of Community structural
funds. In addition, there is a close
degree of complementarity be-
tween the Bank's choice of projects
in these regions and the achieve-
ment of objectives defined at

Union level. This makes a decisive
contribution to giving the popula-
tions of these areas equal access to
state-of-the-art health and educa-
tion facilities (87% of loans to these
sectors go to less developed areas),
new technologies, advanced com-
munications networks, a better
quality of life and protection of the
environment.

... and quality of life

In this connection, I am pleased to
report our continuing endeav-
ours in the field of environmen-
tal protection. In the year 2001
alone we advanced some EUR 9
billion for this purpose, 8 billion
of which within the Union. This
lending mainly targeted the
treatment and protection of wa-
ter resources, waste management
and the generation of non-pol-
luting or renewable energy.

Strengthening
the Union’s

economic and
social

cohesion
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Through our global loans, we al-
so supported thousands of small
local infrastructure schemes,
which often have a decisive im-
pact on the quality of life in these
regions.  

The Bank could not, year after
year, sustain such a high volume
of lending in favour of environ-
mental  protection if it did not
engage in a continuous review
of its methods for appraising the
projects it finances and taking ac-
count of their environmental pa-
rameters. I have already men-
tioned the comprehensive over-
haul of our environmental strat-
egy documents in order to sup-
port the Union's commitments on
climate change and sustainable
development; these are available
on our website. During the year,
the Bank also rethought its inter-
nal organisation in this domain,
creating a new environmental
set-up within the Projects Direc-
torate based on an "environ-
mental unit" and an "environ-
mental evaluation group". To en-
sure consistency between the
Bank's individual project choices
and its revised environmental cri-
teria, an "Inter-Directorate Steer-
ing Committee" brings together
the Bank's operational Directors
General several times a year to
consider the issues of methodol-
ogy, portfolio composition and
the evaluation of operations
from the point of view of their
environmental impact. 

Modernising Europe’s
economy...

The second objective that we are
called on to pursue is modernising
and sustaining Europe's economy
in order to enable the Union, now 
underpinned by the creation of its
new currency, to play its full part
in a globalised economy. The In-
novation 2000 Initiative (i2i),

which the EIB Group set up in re-
sponse to the conclusions of the
Lisbon European Council (March
2000), revolves around five objec-
tives that pave the way for tech-
nological upgrading and for
equipping human capital to cope
with the challenges of the 
European economy of tomorrow.
In 2001, "i2i" surged ahead, bring-
ing total loans signed to more
than 7.2 billion (over 5 billion of
this in 2001), while the volume of
EIF equity participations exceed-
ed 2 billion (800 million of this in
2001 alone). Thus the Group has
gone a long way towards achiev-
ing the goal – set for it by the Lis-
bon European Council in March
2000 – of  investing between EUR
12 and 15 billion under the "i2i"
programme by the end of 2003.
The sectoral variety of projects fi-
nanced and their strong concen-
tration in the Union's less advan-
taged areas demonstrate that the
EIB Group has managed, within a
very short timespan, to respond
to a real economic demand with
suitably tailored financial products
while according priority to invest-
ment producing a transfer of
know-how to the less advanced
regions.

... and sustaining it

Finally, in response to the request
of the Ghent European Council,
the Bank recently decided to step
up its support for sectors particu-
larly affected by the economic

slowdown. Through its targeted
financing choices, the Bank will be
able to play a stabilising role  in
investment  in  areas  such as trans-
port and environmental protec-
tion infrastructure, new-technol-
ogy projects and tourism, by ex-
panding its risk-sharing lending
through its Structured Finance Fa-
cility and by financing up to 75%
of the cost of certain projects, in-
cluding via its global loans. 

Accession Countries:
environment, direct 
investment and 
human capital

Outside the Union, the Bank con-
tinues as always to devote partic-
ular attention to two areas of vi-
tal importance for tomorrow's 
Europe: the Accession Countries of
Central and Eastern Europe and the
Mediterranean Partner Countries.

In 2001, the Bank invested 2.7 bil-
lion in the Accession Countries,
bringing total lending since 1990
to prepare these countries for EU
membership to over 16.5 billion.
Confirming a strong trend that
has developed in recent years,
2001 saw EIB lending to the envi-
ronmental sector taking a 20%
share of its investment, with the
emphasis on support for foreign
direct investment contributing to
the transfer of technological
know-how and capital to the EU’s
future Member States – an essen-
tial factor in their competitiveness. 
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Helping to revitalise
the Barcelona Process

With 1.5 billion lent to the
Mediterranean Partner Countries
in 2001, the EIB has established it-
self as by far the leading source of
bank finance for projects to
achieve sustainable development
in these countries. Our financing,
spread equally over the whole
area, encompasses the main sec-
tors of the economies concerned
and is geared to three objectives: 
1) - liberalising the economy by
strengthening the private sector
and encouraging modernisation
of the local banking sector;
2) - ensuring sustainable develop-
ment by creating basic infrastruc-
ture primarily aimed at safeguard-
ing the environment (which ac-
counted for an unprecedented
34% of our lending in 2001);
3) - supporting the emergence of
projects with a regional dimension
giving concrete expression to en-
hanced cooperation among the
beneficiary countries, thereby help-
ing to promote economic develop-
ment and greater stability across
the region.

Nevertheless, despite these signif-
icant achievements which testify
to the EIB's resolute commitment
to furthering the Union's objec-
tives in the region, it has to be
recognised that the process
launched in Barcelona in 1995
needs to be revitalised in order to
deepen the dialogue  between  the
European Union and its partners
on the southern and eastern shores
of the Mediterranean. As you will
be aware, the Spanish Presidency
of the Union has put this at the
top of its priorities and the EIB for
its part is determined to deploy its
financial expertise as well as its
knowledge of people and needs
within the region in support of any
initiative that its shareholders con-
sider appropriate. The Bank is ac-

cordingly closely involved, at the
Council's request and alongside
the Commission, in the current de-
bate directed towards:
• bolstering coordination of the

various forms of financial aid
from the Union and its Member
States;

• developing new financial instru-
ments, for example to encour-
age more foreign direct invest-
ment in the beneficiary countries;

• involving beneficiary countries
more directly in implementation
of the aid so as to increase their
commitment to supporting
Union-financed projects. 

Capital increase

The overview that I have just pre-
sented clearly illustrates the range
and diversity of the arenas in
which the EIB Group is called up-
on to shoulder increased respon-
sibilities in meeting the challenges
facing the Union. 

As is widely known, the Bank
funds its operations without di-
rect recourse to public finances.
Instead it taps the capital markets,
where it raises the huge sums it re-
quires on the finest terms, using
innovative financial engineering
techniques that are widely ac-
claimed – as shown by the acco-
lade of winning Euroweek's prize
for best borrower of the year

2001. In so channelling funds from
where they are available to where
they are needed, the EIB is acting
wholly in keeping with both
Union and shareholder guidelines
which, through the Bank's Corpo-
rate Operational Plan, have set a
framework in terms of volumes
and priorities: a framework of sus-
tained growth over the next five
years as regards financing outside
the Union, and one of relative sta-
bility in the volume of lending
within the Union. The Bank’s five
priorities were set out in detail in
an earlier part of my statement. 

With loans of 221 billion out-
standing as at 31 December 2001
against an upper limit of 250 bil-
lion permissible under the Statute,
the pursuit of these objectives has
led me to submit to the Bank's
shareholders a proposal to consid-
er a 50% increase in its capital. Dis-
cussions within the Bank's Board of
Directors are now well advanced
regarding possible strategies on
how best to equip the Union's fi-
nancing institution to continue
working for an integrated Europe.
A decision on this matter will be
taken at the next annual meeting
of our Governors on 4 June. I have
no doubt that once again, as on
previous occasions, the proposed
capital increase will command the
solid and unanimous backing of
the Bank's shareholders. ■

The EIB is by
far the leading
source of bank

finance for
projects in the

Mediterranean
Partner

Countries
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At its plenary session on 5 Febru-
ary, the European Parliament
adopted the resolution on the EIB
Group's 2000 Annual Report. The
EIB's President, Philippe Maystadt,
was invited to take part in the
debate and replied to questions
raised by the Report.

For the second year running, the
activities of the EIB Group were
the focus of a Parliament report.
On the basis of the report drawn
up by the Swedish Liberal MEP
Olle Schmidt, on behalf of the
Committee on Economic and
Monetary Affairs (CEMA), Parlia-
ment adopted its resolution at the
plenary session on 5 February. Re-
plying to questions from MEPs, Mr
Maystadt emphasised that it was
legitimate for "all public institu-

priority. It has already announced
its intention of repeating the ex-
ercise next year and the Commit-
tee has in fact designated the
Dutch Socialist MEP Ms Ieke van
den BURG to prepare its work on
the activities of the EIB Group.

Among the important aspects ad-
dressed in the Parliament report
adopted in February 2002 are the
Accession Countries, environmen-
tal protection, financing of SMEs,
controls, information and trans-
parency. These points were clari-
fied in detail before the plenary
by Mr Maystadt (1).

Accession

The eastward enlargement of the
European Union represents a ma-
jor challenge. In order to prepare
for this, the EIB is providing the
future member countries with
the same access criteria and terms
of access as those offered to busi-
nesses in the Member States of
the Union. In its three-year Cor-
porate Operational Plan, the

tions, including financial institu-
tions, to reply to questions and
take account of the priorities ex-
pressed by the elected represen-
tatives of European citizens". 

Examination of the Bank's activi-
ties by Parliament has become es-
tablished practice following the
questions raised by the Committee
on Economic and Monetary Af-
fairs, which is keen to have an
overview of the Union's achieve-
ments in the light of the objec-
tives laid down by the Treaties. On
this occasion, the Committee took
account of the criticism of the
EIB's activities levelled by certain
NGOs. Less than a year after de-
livering its first opinion, drawn up
by the Green MEP Mr Lipietz, on
the 1999 Annual Report, Parlia-
ment was able to note with satis-
faction EIB developments in the
direction recommended by the
parliamentary report. In conclud-
ing its discussions, Parliament ex-
pressed the desire that the policy
dialogue initiated with the Bank
should be continued and accorded

The President, 
Philippe Maystadt 

was invited to 
take part 

in the debate 
and replied to 
the questions 

raised by 
the report 
at the EP’s 

plenary 
session

The EIB Group at a plenary session
of the European Parliament
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Bank has confirmed its intention
of increasing its lending in this
region: it has limited its growth
target for loans within the Union
in order to release more funds for
the Accession Countries, which are
currently eligible for loans under
the Innovation 2000 Initiative.

The environment

The environment is an area to
which the rapporteur devoted
particular attention. In his reply, 
Mr Maystadt pointed out that in
2001 "a fifth of loans were
allocated directly for improving
the environment. The Bank hopes
gradually to increase this pro-
portion to a quarter of its total
loans". In addition, following a
recommendation made in Mr
Lipietz's report last year, the Bank
has set up a new structure (2) to
bolster its support for fostering
the Union's environmental policy,
and for sustainable development.
For each project financed, the
Bank will endeavour to strike the
most suitable balance between
environmental constraints and the
economic development require-
ments of the region or sector
concerned. The Bank is also
already developing a number of
measures intended to strengthen
its contribution to the objectives
subscribed to by the Union with
regard to sustainable devel-
opment and the promotion of
alternative sources of energy.

SMEs

EIB backing for small and
medium-sized enterprises is
provided mainly via financial
intermediaries, either in the form
of global loans or European
Investment Fund venture capital
and counter-guarantee operations.
Thus nearly 100 000 SMEs have
indirectly benefited from EIB
Group support in its various
forms. Taking note of these
results, Parliament called upon
the Bank to inform SMEs of all

ation reports. Although developed
in two languages (English and
French), the website offers 
the public access to all versions 
of these documents existing in
other languages.

Capital increase

Finally, Parliament, aware of the
new challenges that the Bank
must take up against a changing
economic backdrop, declared itself
in favour of an increase in the
Bank's capital, so that it can
respond to the new requirements
of European integration, enlarge-
ment and the EU's policies of
cooperation with non-member
countries. 

Isabelle Tresse

Information and 

Communications Department

(+352) 4379 3114

i.tresse@eib.org

the financing facilities that it is
able to offer. 

Prudential supervision

On the subject of the supervision
of financial activities, Parliament
took note of the external and
internal control structures deve-
loped by the EIB but stressed the
desirability of also putting in
place appropriate prudential
supervision. According to Par-
liament, this activity could be
exercised by the European Central
Bank. Mr Maystadt stated that the
EIB would have no objection and
would be happy for "an external
authority (…) to verify that it 
is applying prudential rules 
correctly". This matter will be
discussed at the next Inter-
governmental Conference.

Information and
transparency policy

While Parliament is delighted that
the EIB has improved its dialogue
with the elected representatives of
citizens at European institutional
level, it would like contacts to be
extended to organisations at local
level, which are directly concerned
by projects financed by the Bank.
The President pointed out that
during 2000 the EIB had streng-
thened dialogue with repre-
sentatives of  civil society by taking
part in meetings arranged by the
NGOs and organising two round-
table talks for NGOs. In 2001, the
Bank also implemented its new
policy of transparency, which has
involved in particular making
available to the public on its
website a series of documents,
including documents on strategy, a
presentation of evaluation meth-
ods, the list of projects under
appraisal and all ex post evalu-

(1) The full text of Mr Maystadt's statement before Parliament may be consulted
on the EIB's website (www.eib.org) under the heading Information Policy,
"Plenary Session of the European Parliament on the EIB Annual Report (2000)".

(2) See article in the same issue on the EIB's new environmental structure, page 11.
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individual loans within the EU) and
5.3 billion was allocated from glob-
al loans in favour of SMEs and small
local infrastructure schemes. Large-
scale projects in the Cohesion Coun-
tries (Spain, Portugal, Ireland and
Greece) alone attracted 5.1 billion
and Italy's Mezzogiorno 866 million.
Germany's eastern Länder, where
there was a marked upturn in fi-
nancing for the third year running,
received 1.8 billion. 

In the least favoured regions ("Ob-
jective 1" areas), transport claimed
the lion's share of support (40%). Its
share of lending – to help mitigate
the effects of geographical isolation
– was significantly higher in these
areas than for the Union as a whole,
where the corresponding figure was
25%. Particular emphasis was placed
on the health and education sectors,
which attracted 16% of financing.
This clearly demonstrates the EIB's

The EIB Group’s activities 
in 2001

Lending in the European Union

Regional development

In accordance with its primary re-
mit, which is to strengthen economic
and social cohesion within the
Union, the EIB stepped up its sup-
port for the development of com-
munications infrastructure in the less
favoured areas, while also assisting
industry and services – activities that
create employment and prosperity –
plus health and education. Further-
more, with a view to ensuring suc-
cessful enlargement of the Union
and in order to help tackle forth-
with the regional disparities exist-
ing between the Accession Coun-
tries, the EIB has included the ten
Central European Accession Coun-
tries, as well as Cyprus and 
Malta, under its assisted areas activ-
ity. In 2001, a total of nearly 22 bil-
lion was devoted to financing pro-
jects in the least developed regions.

In the European Union, projects
were financed in assisted areas to
the tune of EUR 14.5 billion (70% of

The EIF's venture capital activity takes full account of the need to

promote a balanced venture capital market within the Union. In the

southern countries of the EU (Greece, Portugal and Spain) and in the

Accession Countries, the EIF has played a significant role in developing

the market. It also acts as a catalyst in the southern part of the Union

by attracting other investors. Some of the guarantees arranged by the

EIF from its own resources have benefited regional funds in Objective

1 areas of the United Kingdom and Germany's new Länder.

Contribution of venture 
capital activity to regional development
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desire to build up, in these areas 
lagging behind in their develop-
ment, health and education services
of a level comparable to that of the
most privileged regions, thereby
providing the people of the Union
with equal access to the most ad-
vanced healthcare and teaching
techniques.

In the Accession Countries, which
will be covered by the EU's regional
policy in the future, the Bank grant-
ed 2.7 billion. Poland was the lead-
ing recipient, accounting for 43% of
the funds, followed by Hungary and
the Czech Republic. As in the Union,
the main sector to benefit was
transport, with 39%. Next came the
environment, telecommunications
and support for small and medium-
scale projects via global loans. Maid-
en projects were financed in the
health and education sectors.

Innovation and human
capital

Financing provided by the EIB in
2001 to foster the emergence in 
Europe of an information-based,
knowledge-driven economy
amounted to EUR 5 billion. Since
May 2000, when the "i2i" Initiative
was launched in the wake of the
conclusions of the March 2000 Lis-
bon European Council, the EIB
Group approved funding of more
than EUR 10.3 billion (9.1 billion for
the EIB plus 1.2 billion for the EIF)
for "i2i" projects in the fields of re-
search and development, informa-
tion and communications technol-
ogy networks, the diffusion of in-
novation, the establishment of in-
novative SMEs, and human capital. 

Research and 
development (R&D)

In 2001, 1.7 billion was invested in
12 R&D projects carried out by the
private sector in 10 EU countries
and Hungary in the chemicals/

pharmaceuticals, metallurgy, elec-

tronic components and telecom-

munications fields. Of these, spe-

cial mention should be made of

two pan-European projects con-

cerning research into the intro-

duction and shared management

of third-generation telecommuni-

cations networks.

On 7 June 2001, the EIB and the

Commission signed a Memoran-

dum on the transfer of know-how

and synergies between the two in-

stitutions with the aim of pro-

moting R&D investment within the

Union.

Development of SMEs
and entrepreneurship

During the year, more than 800 

million was committed by the EIF in

57 venture capital funds (VCFs), act-

ing as a catalyst for investment

amounting to some 3 billion, in all

the Member States and five Acces-

sion Countries. This 800 million rep-

resents roughly a quarter of the

European start-up capital market.

Against a deteriorating market

backdrop, the EIF thus provided a

strong signal, helping to mobilise

investors and to encourage the dis-

semination of best practice

throughout the Union. In the main,

the financed VCFs focused on start-

up capital for high-tech companies

(biotechnology, ICT, multimedia,

TIME, etc.), in harmony with the

conclusions of the Stockholm Euro-

pean Council (March 2001). In the

southern countries of the EU

(Greece and Portugal, Spain with

four operations in 2001) as well as

in the Accession Countries (where

the EIF concluded its first opera-

tions), EIF finance played a signifi-

cant part in developing the mar-

ket. Many of the VCFs financed had

a regional dimension, particularly

in the United Kingdom. 

Mention should also be made of 
equity participations in 11 pan-

European VCFs (based in France,

the United Kingdom, the Nether-

lands and Germany) furthering the

emergence in Europe of players

comparable to those in North

America, in terms of their funding
capacity, the duration of their
backing for firms in which they in-
vest and the calibre of their man-
agement teams.

The EIF's total outstanding equity

participations exceed 2 billion in

153 VCFs, confirming the position
of the EIB Group's specialised sub-

sidiary as the leading source of
start-up venture capital in Europe,
a segment of the market where
the risks are highest, resources at
their scarcest and the Union's
strategic requirements at their
most apparent.

ICT

In 2001, information and commu-
nications technology (ICT) net-
works, essential vehicles for the dif-
fusion of innovation and the ex-
change of data between firms, at-
tracted 1.8 billion in EIB loans in
Spain, Portugal, Italy, the United
Kingdom, Sweden, Finland and the
Accession Countries. A particular
example was the pan-European
"Telia" project involving extension 
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of the broadband network to the
Central European Accession Coun-
tries (Baltic States, Poland, the
Czech Republic, Slovakia, Hungary)
from Scandinavia, Germany and
Austria.

Human capital 
formation

The EIB invested 1.4 billion in 2001
in 11 projects in the education sec-
tor focusing on the modernisation

and computerisa-
tion of schools,  
colleges and uni-
versities in eastern
Germany, Austria,
Denmark, Greece
and the United
Kingdom as well as
Poland.

The EIB also devot-
ed 750 million to
the technological
upgrading or con-
struction of eight
hospital complex-
es in eastern Ger-
many, Spain, Aus-
tria, the United
Kingdom, Cyprus
and Poland. All

these projects were located in as-
sisted areas and will help improve
access to the most advanced edu-
cational practices and healthcare
for the people concerned.

"Audiovisual i2i"

"Audiovisual i2i", launched by the
EIB Group in December 2000, is in-
tended to underpin European au-
diovisual productions, adapt this
industry to new technologies and
increase the involvement of Eur-
ope's banking and financial com-
munity in financing companies op-
erating in this sector. This initiative
is being mounted in tandem with
the Commission’s "MEDIA Plus"
programme.

made available in the form of in-
dividual loans (i.e.) around 30%
of overall individual lending
within the EU), an estimated EUR
2 billion was allocated, under
global loans, for smaller-scale
public environmental projects.

• The urban environment consti-
tuted a key sector: urban public
transport networks, including the
Athens, Barcelona and Lisbon
tramways and the Copenhagen,
Madrid, Valencia, Toulouse,
Oporto and Stockholm metros, re-
ceived EUR 1.7 billion; loans to-
talling more than EUR 1.2 billion
were granted for urban renewal,
in particular social housing pro-
jects in Finland, Sweden and the
United Kingdom and renovation
work in Venice.

• Loans were also advanced for 
water and sewerage schemes 
(EUR 946 million) and for improv-
ing air quality (EUR 846 million) as 

In 2001, the EIB advanced 147 
million for a new television centre
(production, digitalisation and-
broadcasting) in Denmark as well
as for two financial intermediaries
specialising in financing film pro-
duction and operating on a pan-
European basis from France. These
loans were in addition to funding
for a cable television network pro-
ject in Spain (financed in 2000) and
bring to 219 million EIB financing
operations signed in the audio-
visual sector.

For its part, the EIF invested some
89 million in seven VCFs in Ger-
many, Finland, Italy, Spain and
Denmark specialising chiefly in bol-
stering the equity base of SMEs in
the audiovisual sector, especially
those involved in production (Fin-
land, Denmark, Spain).

Protecting and improv-
ing the environment

Lending for projects that
contribute towards
safeguarding the envi-
ronment and improving 
the quality of life, both
within and outside the 
European Union, to-
talled some EUR 9 bil-
lion in 2001.

• Within the European
Union, in addition to
the EUR 6 bil l ion 
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well as for energy saving (EUR
790 million) and energy substitu-
tion projects (EUR 723 million).

• Finance worth EUR 143 million in
all was provided for pro-
jects for processing solid
and hazardous waste,
while EUR 94 million was
earmarked for the man-
agement of natural re-
sources.

In the Accession Coun-
tries, lending for projects
to protect the environ-
ment and improve the
quality of life came to
EUR 484 million, repre-
senting about 20% of ag-
gregate individual loans.

• Reconstruction work fol-
lowing the flooding in
Poland and Hungary was
financed to the tune of
EUR 310 million.

• Water and sewerage projects in
Lodz and Szczecin (Poland),
Prague and various towns in Hun-
gary and Slovenia claimed EUR
164 million.

EIB loans for environmental
schemes in the Accession Countries
helped these countries to meet Euro-
pean Union environmental stan-
dards. Some projects were cofi-
nanced with the European Com-
mission and received Community
grants under the EU's ISPA pro-
gramme.

• In the Euro-Mediterranean Part-
nership Countries, the bulk of the
EUR 580 million devoted to fi-
nancing the environment and
quality of life benefited water
and sewerage-related projects in 
Morocco, Algeria, Turkey and

New environmental structure 
at the EIB
Following a period of review and consultation, the EIB has intro-
duced a number of new arrangements aimed at strengthening
the approach to environmental issues in conjunction with its
lending activity.

The institutional measures taken by the EIB reflect the priority
accorded to environmental objectives as well as the variety and
complexity of matters associated with concern to protect and im-
prove the environment.

Based on the experience of comparable financial institutions and
its own expertise, which have guaranteed the Bank’s good envi-
ronmental record in the past, the EIB’s Management Committee
has endorsed three major developments:

• establishment of a high-level, cross-Directorate environmental
steering committee (ENVSC) to provide guidance to the Bank’s
decision-making bodies on new key policy issues in this area as
they arise;

• strengthening of the environmental assessment capability of
the Bank’s Projects Directorate by continuously developing
methodologies and enhancing expertise through the setting-
up of a specialised environmental assessment group (ENVAG);

• creation of an environmental unit (ENVU), also within the Pro-
jects Directorate, as a focal point for the development and dis-
semination of the Bank’s environmental policies and procedures
and responsible for nurturing existing and new external rela-
tions on the environment.

These new arrangements will bolster the EIB’s support for pro-
moting the Union’s environmental policy and sustainable devel-
opment, ensure that all activities funded by the Bank incorpo-
rate the optimum environmental benefit-cost ratio and provide
the basis for the Bank’s value added service on environmental
matters.
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Country 2001 1997-2001 

amount % amount %

Belgium (BE) 365 1.0 3 091 1.9

Denmark (DK) 1 171 3.2 4 536 2.8

Germany (DE) 6 017 16.4 26 045 16.3

Greece (GR) 1 658 4.5 6 271 3.9

Spain (ES) 4 559 12.4 18 592 11.7

France (FR) 3 825 10.4 16 908 10.6

Ireland (IE) 525 1.4 1 454 0.9

Italy (IT) 5 488 14.9 22 901 14.4

Luxembourg (LU) 10 0.0 511 0.3

Netherlands (NL) 787 2.1 2 156 1.4

Austria (AT) 820 2.2 3 045 1.9

Portugal (PT) 1 799 4.9 8 098 5.1

Finland (FI) 695 1.9 2 668 1.7

Sweden (SE) 953 2.6 3 695 2.3

United Kingdom (GB) 2 337 6.4 15 626 9.8

Other 174 0.5 1 058 0.7

Total European Union 31 184 84.8 136 655 85.8

Central and Eastern Europe 2 584 7.0 11 485 7.2

Cyprus, Malta 75 0.2 413 0.3

Total Accession Countries 2 659 7.2 11 898 7.5

(of which Pre-Accession Facility) 2 285 6.2 6 740 4.2

Mediterranean Partner Countries (exc. Cyprus, Malta) 1 401 3.8 5 366 3.4

ACP-OCT-South Africa 670 1.8 2 687 1.7

Asia, Latin America 543 1.5 2 124 1.3

Balkans 319 0.9 625 0.4

Total Partner Countries 2 933 8.0 10 802 6.8

Total 36 776 100.0 159 356 100.0

Finance contracts signed in 2001 and from 1997 to 2001 (EUR million)

Further information on the EIB Group’s activity and organisation is available on the websites www.eib.org et www.eif.org

Tunisia (EUR 540 million), particu-
larly irrigation infrastructure re-
habilitation work in Morocco. In
Turkey, the public transport sector
received a total of EUR 72 million.

• EIB loans for the environment
may carry a 3% interest subsidy fi-
nanced from the EU budget; in
2001, loans worth EUR 60 million
in all attracted such subsidies.

• The EIB is participating in the
Mediterranean Environmental
Technical Assistance Programme
(METAP), which provides grant 
finance for feasibility studies and-
project design and manage-
ment,while encouraging environ-

mental institutional capacity buil-
ding. Many environmental pro-
jects receiving EIB support in the
region stem from a METAP study.

Following a resolution of 
the Stockholm European Council,
the Bank is to finance environ-
mental projects with a European
dimension in the St Petersburg
and Kaliningrad regions (Russia)
under a new EUR 100 million 
financing facility coming under
the "Northern Dimension Envi-
ronmental Partnership".

Financing
environmental
projects in the 
St. Petersburg

and Kaliningrad
regions
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Trans-European 
networks (TENs)

The strong support provided for
TENs and other infrastructure of 
European or regional interest to-
talled EUR 7.2 billion in 2001,
which brings EIB lending for TENs
over the past five years to EUR 43.6
billion. 

In the transport sector, the main fi-
nancing operations centred on:

• construction of high-speed rail

lines with initial loans in France
for the line connecting Paris and
Strasbourg (and ultimately Lux-
embourg and Frankfurt) as well
as financing for the Milan-
Bologna link in Italy and the Am-
sterdam-Schiphol Airport-Rot-
terdam-Belgian border line;

• improvements to the road and

motorway networks in eight
countries, with in particular on-
going work on the concession-
based systems in Portugal, con-
struction of the PATHE and 
EGNATIA networks in Greece
and widening of the Bologna-
Florence section of the A1 mo-
torway linking northern Italy
with the Mezzogiorno;

• upgrading of airport infrastruc-

ture in Cologne, Munich and
Nuremberg (Germany), Madrid
(Spain), Gatwick and Stansted
(United Kingdom), Cork, Dublin
and Shannon (Ireland) and 
Portugal;

• extension and modernisation of
port infrastructure: Bilbao and
Barcelona in Spain, Göteborg in
Sweden, some twenty ports in
Italy and above all the Autono-
mous Port of Le Havre to back the
first phase of a capital expendi-
ture programme to develop con-
tainer traffic.

In the Accession Countries, where

there is a substantial need to devel-

op and rehabilitate infrastructure,

projects in the fields of transport

and telecommunications TENs at-

tracted 1 billion.

They involved rail transport (340 

million for improving rail lines in 

Bulgaria, Hungary, Poland), and road

or motorway projects (549 million in

Bulgaria, Lithuania, Poland, Slovak

Republic, Czech Republic) located on

priority corridors. In addition, 111

million went to schemes involving

telecommunication or mobile tele-

phony networks.

• The EIB is the prime source of bank

finance for these major networks.

It is able not only to mobilise, on

the finest terms, the substantial

amounts required for their imple-

mentation but also to offer matu-

rities and other conditions tailored

to the scale of the projects and to

act as a catalyst for other sources of

funding.

• This is illustrated in particular by

the growing number of public-

private partnerships supported by

the EIB and combining the advan-

tages specific to the two sectors in

building this infrastructure. After

financing projects such as Athens

Airport, the London-Channel Tun-

nel high-speed link, the Øresund

link between Denmark and Swe-

den and numerous sections of mo-

torway in the United Kingdom and

Portugal, it extended this type of

partnership in 2001 to the Acces-

sion Countries by financing the A2

motorway in Poland.

• Furthermore, in 2000 the EIB es-

tablished a Structured Finance 

Facility (SFF), endowed with a re-

serve of EUR 750 million in all for

the following three years and in-

tended to generate a volume of

operations of between 1.5 and 2.5

billion. This facility will make it pos-

sible to offer diversified financial

products. It aims to furnish value

added for priority projects by com-

plementing commercial banks and

the capital markets. These opera-

tions will be undertaken chiefly in

EU countries although the Acces-

sion Countries will also benefit.
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In 2001, the EIB advanced a total of
EUR 2.7 billion for projects in the
ten Central European Accession
Countries, Cyprus and Malta. By
way of comparison, during the pe-
riod 1996-2000 the annual amount
of lending averaged EUR 2.1 bil-
lion. Loans granted in 2001
brought aggregate financing de-
voted to the region since 1990 to
EUR 16.8 billion. Projects funded
will enable the Accession Countries
to comply with the policies and
standards in force within the
Union.

In order to accommodate these
countries' considerable communi-
cations infrastructure require-
ments, enabling links to be im-
proved between the countries
themselves as well as between the
region and the EU, the EIB ear-
marked 56% of its total lending in

the Accession Countries for this
type of infrastructure (modernising
and uprating the capacity of the
rail network, rehabilitating na-
tional highways, building motor-
ways, bridge over the Danube, en-
hancing fixed and mobile telecom-
munications).

Emphasis was placed on projects
that contribute towards protecting
and improving the environment
(20%) in order to help the Acces-
sion Countries to fall into line with
Community standards (water treat-
ment and municipal waste pro-
cessing in Hungary, water supply
and sewerage networks in Poland,
the Czech Republic and Slovenia).
Furthermore, in Hungary and
Poland, flood prevention projects
and repair work were financed 
following the flooding of previous
years.

Transport and environmental pro-
jects were cofinanced, in a number
of cases, with grant aid from the
Community's ISPA programme.

The EIB widened the scope of its
lending to encompass health and
education infrastructure, which re-
quires substantial investment, and
financed its first projects under this
heading for modernising health
and education infrastructure in
Lodz, Poland, and fitting out a new
hospital in Nicosia, Cyprus.

The EIB also offered strong support
for foreign direct investment as-
sisting the transfer of know-how
and capital into the region. Loans
to the industrial sector took the
form of lines of credit for SMEs,
major vehicles for developing a dy-
namic private sector that will gen-
erate employment.

Accession Countries
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The EIB, the leading multilateral
lender in the region, stepped up
the volume of its loans in the
Mediterranean Partner Countries
to EUR 1.4 billion.

In 2001, lending to these countries
was marked by the priority ac-
corded to safeguarding the envi-
ronment (in the water sector),
which attracted 34% of the total
amount advanced. In particular,
the EIB granted loans for drinking
water supplies in 70 medium-sized
municipalities in Morocco, in
Tunisia (Sahel region) and in
Greater Algiers as well as for mod-
ernising wastewater management
in Turkey and Egypt. EIB lending
for projects aimed at rectifying en-
vironmental degradation carry a
3% interest subsidy, financed from
EU budgetary resources.

The Bank's second priority is to
fund both large and small private
enterprises via lines of credit. These
received 25% of total lending. In
particular, numerous financial in-
termediaries in the Mediterranean
Partner Countries benefited from
EIB credit lines to fund small and
medium-scale capital projects car-
ried out by SMEs. These lines of
credit also help to develop the do-
mestic financial sector in the coun-
tries in question by bolstering their
technical and financial capacities.

During the year, the Bank extend-
ed the scope of its activities by es-
tablishing a "Mediterranean Part-
nership Facility", under which it
will be lending a further EUR 1 bil-
lion by 2007 in favour of major
transregional transport, energy
and environmental projects.

The volume of loans in 2001, 
the broad variety of sectors fi-
nanced and the resources 
deployed confirm the position 
of the EIB, the leading source of
sustainable bank finance for 
the region, as a major player 
in the economic development 
of the Mediterranean Partner 
Countries.

Mediterranean Partner
Countries

Balkans
The EIB made a major contribu-
tion by committing up to EUR 320 
million in 2001 for a number of
crucial capital projects in the  in-
frastructure and industrial sectors
in the Western Balkans (Albania,
Bosnia-Herzegovina, Croatia, the
Federal Republic of Yugoslavia
and FYROM). The financing of
cross-border regional schemes in
the transport and energy sectors
under the international infra-
structure restoration programme
represented a particular priority.

After assuming a leading role in
coordinating and financing the
first Infrastructure Reconstruction
Programme, launched in 2000, the

EIB will also be contributing EUR
2.4 billion to the new Regional 
Infrastructure Programme. It will
play a particularly active part in
projects centred on the recon-
struction and rehabilitation of
roads, railways and energy infra-
structure.

In 2001, the Bank also concluded
its first global loan contracts with
intermediary banks, which will
help to promote modernisation of
the financial sector and invest-
ment by SMEs in the region. 
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The EIB is helping to finance de-
velopment in the African,
Caribbean and Pacific (ACP)
countries within the framework
of the European Union's devel-
opment policies. In 2001, the EIB
mounted operations in 21 coun-
tries and provided assistance for
five regional projects. Loans to-
talled 520 million, including 332
million in risk capital.

Of the funding provided, EUR
144 million (88 million from own
resources and 56 million in risk
capital) served to finance the
Chad-Cameroon oil pipeline,
part of a broader integrated oil
development and pipeline pro-
ject supported by the World
Bank and international oil com-
panies. The environmental and
social issues associated with the
project were scrutinised in close
cooperation with the World
Bank.

In addition, EUR 15 million was
given over to micro-finance ven-
tures via equity participations in
specialist micro-finance funds,

the Bank's goal being to help
these funds achieve a satisfac-
tory level of commercial matu-
rity and become financially self-
sustainable. Ventures will be
cofinanced with other lenders
and, where necessary, combined
with grants from other sources
of finance for institution-build-
ing measures. 

In South Africa, EUR 50 million
went to the N4 Toll Road Project,
an award-winning operation as
a key component of the toll road
network to the north and west
of Pretoria.

Loans signed in Latin America
ran to 365 million and in Asia 
to 178 million. Strengthening
the international presence of 
European companies and banks

by providing backing for their
subsidiaries and joint ventures 
remained the top priority. 
Over 90% of loans served this 
objective.

Other Partner Countries
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The EIB must strive to reduce its
funding costs as much as possible
in order to maintain its position
as a leading non-sovereign
benchmark borrower, enabling it
to grant loans to project promot-
ers on the keenest terms and thus
continue to serve the policies of
the European Union.

In order to finance its lending ac-
tivity, the Bank borrowed EUR
32.3 billion in 2001 via 148 trans-
actions in 13 currencies before
swaps (11 currencies after swaps).
It continued to reinforce its role
as a European Union institution
promoting the euro. The USD was
the foremost currency borrowed,
given the favourable borrowing
conditions for this currency, and
its share consequently increased
substantially compared to 2000.

Before swaps, resources raised in
the three main currencies ac-
counted for 94% of the total and
broke down as follows: USD 41%,
EUR 32% and GBP 21%. After
swaps, the breakdown was: 67%
for the EUR, 21% for the GBP and
8% for the USD, the latter cur-
rency having been a significant
generator of EUR by virtue of
swaps. Non-structured operations
served to tap EUR 31 billion (i.e.
96% of the total) in 94 transac-
tions. Structured operations
brought in EUR 1.3 billion (i.e. 4%
of the total) via 54 transactions.

A key feature of funding activity
was the issuance of large liquid
benchmark bonds in EUR, USD
and GBP. The EIB is the leading
supranational borrower and the
only benchmark issuer offering
liquid benchmark yield curves in
each of the core currencies. This
strategy is aimed at broadening

the EIB’s investor base and
strengthening market penetra-
tion while offering investors
highly liquid and electronically
traded products.

Particular emphasis was attached
to transparency through the use
of book-buildings and the pot
syndication methodology. These
techniques were implemented
within the context of the largest
single bond issue ever launched
by the EIB, the EUR 5 billion Glob-
al EARN 2007. At the end of 2001,
the EARNs curve comprised nine
benchmarks covering maturities
from 2003 to 2010, with an out-
standing volume of almost EUR
40 billion, all of which are traded
on the MTS electronic trading
network.

In USD, the Bank offered large-
sized issues. Four Global bond 
issues were brought to the mar-
ket, with the USD 4 billion 2006
issue constituting the Bank’s
largest outstanding issue in this
currency.

The EIB pursued its efforts to
borrow in the currencies of
the Accession Countries, par-
ticularly the CEEC, both on
domestic markets and the
Euromarket. By virtue of its
top credit rating, the Bank
continues to be able to is-
sue longer-term bonds
denominated in such cur-
rencies, thereby con-
tributing to the develop-
ment of deeper capital
markets. Funds raised in
such currencies are on-
lent to project promot-
ers in the region con-
cerned and, by elimi-
nating foreign ex-

change risks, provide a strong in-
centive for investment, ultimate-
ly fostering integration.

The EIB’s role as an important in-
ternational issuer is also reflected
in its currency diversification. This
is demonstrated by the EIB’s
strong presence notably in Japan,
the Asian/Pacific region and the
South African market. ■

Borrowings

The  E IB  Group ’ s  a c t i v i t i e s  in  2001
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As from 1 February 
2002, Mr Luis Botella,
Deputy Director of
Accounting, has been 
appointed Deputy Financial
Controller, assisting 
Mr Patrick
Klaedtke,
the Bank’s
Financial
Controller.

Appointment
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The financial
integration 
of an 
enlarged EU

The 2002 EIB conference on
economics and finance

More than ten years after the fall
of communism all Accession
Countries of Central and Eastern
Europe have made major strides
in establishing functioning mar-
ket economies. As a result,
prospects are good that a fairly
large group of countries will join
the EU by 2004. Supporting the
accession process is a key strategic
objective of the Bank and it is
clear that achieving this objective
requires collaboration with the
region’s financial markets –
through lending activities that 
also involve commercial banks and
through mobilising funds via the
region’s capital market. Obvious-
ly, an improved understanding of
the region’s financial markets can
only strengthen the contribution
the Bank makes.  With this in
mind, the 2002 EIB Conference
on Economics and Finance – or-
ganised by the Bank’s Economic
and Financial Studies (EFS) Divi-
sion – focused on achievements
and remaining challenges on the
road to further integration of the
financial systems of Accession

Countries with those of Current 
EU Members. 

In his opening speech, President
Maystadt addressed four key is-
sues that he expected the con-
ference to shed some light on.
First, there is the fundamental
question of whether financial sys-
tems matter for economic growth
and development. To non-econ-
omists, the question seems sur-
prising. But it is true that many
economists, including Nobel Prize
winner Robert Lucas, have ar-
gued that it is economic growth
that causes financial system de-
velopment rather than the other
way round. Against this back-
ground, it was important to re-
view recent evidence on these
matters and to examine what it
all means for Accession Countries.   

Second, distinguishing between
banks and capital markets, he
continued with the question of
whether Accession Countries
have been successful in creating
market-driven banking systems

and whether remaining con-
straints to more efficient bank-
ing reflect a lack of competition,
funds or expertise in banking –
or whether there are yet other
forces at work.  From the Bank’s
perspective, it is clear that the ef-
ficiency of the banking system af-
fects the effectiveness of Bank ac-
tivities that involve commercial
banks from the region.  

Third, turning to the other im-
portant pillar of financial systems,
the President wondered which di-
rection the development of Cen-
tral and Eastern European capital
markets should take. More specif-
ically, he asked whether Acces-
sion Countries need to develop
their own capital markets or
whether they could instead rely
on existing EU markets. Obvious-
ly, this debate is highly relevant
for the Bank’s activities on the
capital markets of Central and
Eastern Europe.

Finally, with EU membership, Ac-
cession Countries make a com-



mitment to eventually join EMU.
While the ultimate objective is
thus established, Mr Maystadt
posed the question of how Ac-
cession Countries should prepare
themselves for EMU membership
and – equally important – how
quickly. In this context, the Pres-
ident alluded to the intriguing
question of which exchange rate
regime would best ensure eco-
nomic growth and financial sta-
bility on the road to EMU. 

Reflecting these key questions,
the conference was organised in
four main sessions. The first set
the scene by reviewing from a
macro- and microeconomic per-
spective the role of finance in the
transition from centrally planned
to market economies. Kicking off
this session, Robert A. Feldman
(IMF, Washington) emphasised
that recent research strongly sup-
ports the view that financial sec-
tor development indeed causes
economic growth. But he also
stressed that to play their
growth-enhancing role, financial
sectors need to be adequately
regulated and supervised. In-
deed, experience from elsewhere
in the world has shown that weak
financial systems are often the
main culprit in triggering finan-
cial crises that can be hugely dam-
aging to sustainable economic

development. Ricardo Lago
(EBRD, London) developed this
theme further by pointing out
that privatisation with foreign
strategic investors had been in-
strumental in creating sound
banking systems in Accession
Countries. One of the reasons
why he considered foreign banks
important for the transition
process is that their decision-mak-
ing is less prone to those incen-
tives that entice domestic banks
to lend in favour of economical-
ly unviable investments. Overall,
both speakers agreed that Acces-
sion countries have made major
strides in setting up market-dri-
ven financial systems but that
there was scope for further im-
provements, notably with respect
to the effectiveness of the regu-
latory and supervisory framework
for the financial sector.

Session 2 took a more detailed 
look at achievements and chal-
lenges in setting up banking sec-
tors in the Accession Countries.
The presentation of the Bank’s 
Economic and Financial Studies
team brought two issues to the
fore. First, bank lending in a num-
ber of Accession Countries does
not seem to be constrained by a
lack of funds but rather by short-
comings in the legal environment
in which banks have to operate.

From a policy viewpoint this
strongly suggests improvements
to the effectiveness of the legal
framework, in particular a
strengthening of creditors’ rights.
Second, while not yet sufficient-
ly profitable, the banking sector
will face additional challenges in
the period ahead. These chal-
lenges will arise from lending to
riskier borrowers, full capital ac-
count liberalisation, and gener-
ous deposit insurance schemes.
Raising the profitability of their
operations is first and foremost a
task of banks and does not call
for a public policy response. How-
ever, improvements to the effec-
tiveness of banking regulation
and supervision have to ensure
that banks’ endeavours to be-
come more profitable do not un-
dermine the stability of banking.  

The presentations on the Czech
and Slovak banking sectors by Jan
Hanousek (CERGE, Prague) and
on the Hungarian banking indus-
try by Eva Varhergy (Financial Re-
search Ltd, Budapest) reinforced
these conclusions. In addition,
they brought out clearly the dif-
ference between the experience
of Hungary in creating a market-
driven banking system, on the
one hand, and that of the Czech
and Slovak Republics on the oth-
er. The main distinguishing fea-
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larger liquidity pool created by
such a market would still not be
large enough to represent a cost-
effective alternative – in particu-
lar for blue chip companies of the
region – for raising funds in this mar-
ket. Yet, setting up the institu-
tional framework for such a mar-
ket could constitute a costly in-
vestment in a possibly short-lived
pan-CEE capital market. In any
case, she wondered whether the
creation of such a market is at all
feasible given the difficulties of
establishing an effective single
capital market in the euro zone.
Overall, Ms Thiel concluded that
as long as enabling legislation
and regulation of securities op-
erations (including contract en-
forcement, insolvency and in-
vestor protection) exist so that
everyone who seeks to issue and
trade can do so according to the
rules of the game, the markets
should be allowed to gravitate
towards cost-effective solutions –
national, pan-CEE, or alliances be-
tween exchanges in the Accession
Countries and those in the EU.

To sum up, the proper develop-
ment of capital markets in Acces-
sion Countries remains open to
debate. But it seems also fair to
conclude that due to the domi-
nance of bank intermediation in
these countries a public policy pri-
ority should be, for the time be-
ing, the soundness of banking
rather than the development of
capital markets. 

The last session of the conference
addressed both fundamental ex-
change rate policy questions rel-
evant for the Accession Countries
and exchange rate regime op-
tions on the road to EMU. Paul de
Grauwe (Catholic University of
Louvain) examined the viability
of fixed exchange rate regimes
and concluded that while a
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HypoVereinsbank/Bank Aus-
tria/Creditanstalt. 

Session 3 of the conference
turned to capital markets. Jens
Köke and Michael Schröder (ZEW,
Mannheim) started with an over-
view of capital market develop-
ments in the Accession Countries
of Central and Eastern Europe
(CEE). They showed that capital
markets account for only a small
portion of financial assets in
these countries and that capital
markets are thus even less devel-
oped than the banking sector.
They demonstrated that the
structure of corporate finance re-
flects this situation, with bank
credit dominating external cor-
porate finance, and debt securi-
ties playing a non-negligible role
for financing investment only in
the Czech Republic. It was em-
phasised, however, that despite
the currently modest contribu-
tion of non-bank external finance
for investment, firms must have
access to capital markets to allow
Accession Countries to catch up
with higher standards of living
elsewhere in the world. In this
context, an intriguing question
raised by Köke and Schröder was
whether Accession countries had
to advance the development of
their capital markets or whether
existing EU markets could provide
the financial services necessary
for furthering economic growth
in the region. On this matter, the
speakers concluded that the es-
tablishment of a pan-CEE capital
market ought to be the preferred
option and that emerging al-
liances of individual CEE security
exchanges with counterparts in
the EU were only second best.

Eva Thiel (OECD, Paris) critically
discussed this pan-CEE capital
market proposal. One of her con-
cerns was that the hoped-for

tures include (i) strict vs. lax li-
censing of banks; (ii) early vs. late
privatisation with strategic for-
eign investors; (iii) lending deci-
sions based on commercial crite-
ria vs. connected lending; and (iv)
prompt vs. delayed solving of bad
loan problems. While these dif-
ferences have been fading away
in recent years, their effect con-
tinues to impact on the behav-
iour and performance of banks
in these countries. Looking
ahead, both speakers expressed
the view that the banking sys-
tems in the countries considered
should smoothly integrate into
the EU banking market, not least
because banks owned by EU
banks dominate the banking sec-
tor in these countries. 

Erich Hampel (Chairman of the
Managing Board of Creditanstalt,
Vienna) changed the perspective
by providing an EU banker’s
strategic view of banking in the
region. He observed that the re-
gion offers an enormous business
potential given the underdevel-
opment of the market. Further-
more, he considered the prospect
of accession to the EU an addi-
tional stimulus for intervention
in the region – a factor that pos-
itively distinguishes Accession
Countries from other emerging
markets. As to the strategic posi-
tioning of his institution (i.e. the
HypoVereinsbank/Bank Austria/
Creditanstalt group), he expects
benefits from an “early mover”
advantage, reflecting the timely
involvement of the group in the
region. Looking ahead, he ex-
pressed the view that Central and
Eastern Europe is an attractive
market that is certain to prosper
over the longer term. Against 
this background, he envisioned
that the region would become
the second core market (after
Austria and Germany) for 
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strong commitment to a fixed ex-
change rate system and high costs
of abandoning it make such sys-
tems more credible, exogenous
shocks are likely to undermine
them before too long. This is par-
ticularly the case when countries
move to full capital account lib-
eralisation, as the Accession
Countries will have to upon EU
membership. At the same time,
he was critical about flexible ex-
change rate regimes, emphasis-
ing that floating exchange rates
could be an independent source
of vulnerability, adversely affect-
ing – in particular – the banking
sector. In this context, he noted
that the adverse repercussions of
exchange rate changes on the
banking sector raise the cost of
abandoning a fixed exchange
rate regime, thereby enhancing
the credibility and life expectan-
cy of such a regime. Overall, one
can conclude from Mr de
Grauwe’s contribution that the
transition to EMU should be short
and that, in these circumstances,
fixed exchange rates are advan-
tageous.  

The final presentation by Willem
Buiter (EBRD, London) was fully
in line with this conclusion. He
pointed out that the credibility
of a fixed exchange rate regime is

Mr Michael
Schröder
ZEW, Mannheim

Mr Paul 
de Grauwe
Catholic University 
of Louvain

greatly enhanced if it is combined
with a sound exit strategy such
as the prospect of membership in
a monetary union. He further ar-
gued that it would make eco-
nomic sense if Accession Coun-
tries joined EMU at the earliest
possible date, preferably on the
same date on which they become
members of the EU. Realising that
this could be in conflict with the
EMU exchange rate and inflation
criteria, he explained that the ex-
change rate criterion had been
flexibly interpreted in the past
while stil l  observing the 
Maastricht Treaty. As to the in-
flation criterion, he stressed that
there are sound economic rea-
sons to redefine this criterion in
terms of the inflation rate for
tradable goods rather than con-
sumer price inflation. Mr Buiter
finally reasoned that a flexible
approach to applying the ex-
change rate and inflation criteria
would not undermine the stabil-
ity of the euro.

The conference brought togeth-
er participants from academia
and national as well as interna-
tional institutions, including cen-
tral banks from Central and East-
ern Europe, the European Cen-
tral Bank, the European Commis-
sion, and the World Bank. This

conference’s  strategic and oper-
ational relevance to the Bank was
clearly reflected in the participa-
tion of members of the Bank’s
Management Committee and a
considerable number of EIB staff.
The conference proceedings will
be published shortly as Volume 7
of the semiannual EIB Papers and
they will also be available on the
Bank’s website (www.eib.org/efs/
papers.htm).

Armin-D. Riess
Deputy Advisor

Economic and Financial Studies
European Investment Bank

a.riess@eib.org
Tel:. (+352) 4379 3447
Fax:. (+352) 4379 3492 
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In the general opinion of the par-
ties concerned, the Euro-Mediter-
ranean Partnership, launched fol-
lowing the Barcelona Conference
in November 1995, now calls for
fresh momentum built around two
concepts: – more intensive financial
cooperation in terms of both vol-
ume and the type of investment
implemented and – greater politi-
cal dialogue between the Euro-
pean Union and the Mediter-
ranean Partner Countries.

Moreover, the EIB Forum, which
was held on 25-26 October 2001(1)

and brought together representa-
tives of political, economic and fi-
nancial circles from both shores of
the Mediterranean, had empha-
sised the need for this new ap-
proach.

Reaffirming the crucial importance
of the region and the Union’s de-
termination to develop the Euro-

Med Partnership, the European
Heads of State or Government
meeting in Barcelona on 15-16
March 2002 invited the EIB to es-
tablish a “reinforced Euro-Mediter-
ranean investment facility” com-
plemented by EIB representation
in the region. In addition, the con-
clusions of the Council stipulate
that one year after start-up of the
Facility, a decision on creating an
EIB majority-owned specialist sub-
sidiary could be taken in the light
of the Facility’s performance and
consultations with the Barcelona
Process partner countries.

The EIB which, having invested EUR
1.5 billion in the economies of the
Mediterranean Partner Countries
in 2001, is by far the leading source
of bank financing for the region’s
development, actively participated
alongside the Commission in
preparing the Council’s decision.

This opens up tangible prospects
for more extensive cooperation
and will be implemented by the
Autumn 2002. 

Operational by 
Autumn 2002

The main aspects of this Facility are
as follows:

• Swift implementation, based on
decisions to be taken by the
Bank’s Governance alone.

• Increased financial resources,
leading the EIB to expand its an-
nual lending from EUR 1.5 billion
to EUR 2 billion.

• Emphasis on developing the pri-
vate sector and liberalising the
economies of the Mediterranean
Partner Countries with a view to
the Customs Union scheduled to
be in place by 2010. Accordingly,

Barcelona European Council 
(15-16 March 2002)

EIB set to increase cooperation with the
Mediterranean Partner Countries
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the share of EIB financing dedicat-
ed to this objective would gradu-
ally rise from a quarter to one third
of the total volume of loans.

• A broader range of products, no-
tably including more venture cap-
ital financing (at present around
EUR 100 million for the period
2001-2003) to bolster companies’
equity base.

• Greater resources devoted to
technical assistance for the emer-
gence of projects. Currently limit-
ed to investment aimed at safe-
guarding the environment under
METAP (2), technical assistance
could be drawn on in particular to
facilitate the emergence of social
projects and schemes to tackle
poverty.

• Enhanced cooperation between
the EIB and the Commission in or-
der to optimise synergies be-
tween the Bank’s loans and
grants available under the MEDA
Programme.

• Setting-up of a Supervisory Board
bringing together European
countries and their Mediter-
ranean partners

Conclusion

Introduction of this Facility makes
it possible immediately to broaden
the nature of EIB financing activi-
ty in the Mediterranean Partner
Countries, while at the same time
strengthening the partnership be-
tween the Union and countries on
the southern and eastern shores of
the Mediterranean. 

The solution adopted by the Heads
of State or Government will enable
the EIB to contribute fully, in
stages, to the desired objective of
revitalising the Barcelona Process
and involving the beneficiary coun-
tries more closely in the deploy-
ment of aid provided by the Union
for their development.

Henry Marty-Gauquié
Information and

Communications Department
(+352) 4379 3153
h.marty@eib.org

(1) see EIB Information 2-2001 - N° 108
(2) implemented by the EIB, the
Commission and the World Bank since
1990
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BBy the time of this year’s Fo-
rum, discussion on EU enlarge-
ment will have intensified fur-
ther,  ranking at the top of the
political agenda of the Acces-
sion Countries. 

The Forum will offer an op-
portunity to eminent speakers
to express their views on
prospects of completing nego-
tiations on accession as well as
on the possibility of new mem-
bers joining the euro zone. At
the same time, it will focus on

The EIB has invited high-level
speakers from the EU and Ac-
cession Countries to join this
discussion, and is expecting
some 300 guests from politi-
cal, industrial and banking 
circles.

Paul Loeser
Information and 

Communications Department
(+352) 4379 3139
p.loeser@eib.org

subjects of immediate interest
to the Bank’s cl ients,  i .e.  
investment needs in infra-
structure and priorities, expe-
rience gained from imple-
menting investment projects,
the attractiveness of central
and south-eastern European
countries for foreign direct in-
vestment and sources of fi-
nance for the economic catch-
ing-up process. A further issue
will be the need to achieve
more balanced regional devel-
opment. 

EIB Forum 2002 in Vienna

The EIB Forum 2002 will be held in
Vienna on 7 and 8 November on the
theme: Countdown to Enlargement -
Practical Perspective
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