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1. Introduction:

Regulation (EU) No 1233/2011 of the European Parliament and of the Council of 16 
November 2011 on the application of certain guidelines in the field of officially supported 
export credits and repealing Council Decisions 2001/76 EC and 2001/77/EC1 foresees in its 
Annex I that the European Commission shall provide to the European Parliament an annual 
report on negotiations undertaken to establish global standards in the field of officially 
supported export credits.
Regulation (EU) No 1233/2011 establishes a system of reporting per calendar year. However, 
for practical reasons that are linked to the fact that this is the first such report, it covers a 2-
year period (2011 and 2012).

2. The period 2011-12 in export credits – a general overview

Although there were a few meetings in the WTO Committee on Trade, Debt and Finance on 
export credit and trade finance issues early in the year, the Commission's negotiation activities 
in this policy field in 2011 were mainly dominated by negotiations in the OECD, which so far 
remains the only international body which has developed detailed technical rules for export 
credits. The European Commission, in the framework of its responsibility to carry out trade 
negotiations, represents the EU in all negotiations concerning the OECD Arrangement on 
Officially Supported Export Credits2 and its 4 Sector Understandings (which cover 
special financing rules for specific industrial sectors), namely:

 the Sector Understanding on Export Credits for Ships

 the Sector Understanding on Export Credits for Nuclear Power Plants

 the Sector Understanding on Export Credits for Civil Aircraft

 the Sector Understanding on Export Credits for Renewable Energies and Water 
Projects.

In February 2011, the new Sector Understanding on Export Credits for Civil Aircraft (the 
"ASU 2011") went into force, after a highly complex negotiation process concluded in a 
record time of barely one year. Taking into account that negotiators had opted to put a number 
of technical points on a "Future Work List" forming integral part of the new ASU 2011, 
technical negotiations on various aircraft financing questions continued throughout the whole 
reporting period (details see section 3 below).

September 2011 saw the full entry into force of the OECD Arrangement's new premia 
system (the so-called "Malzkuhn-Drysdale", details see section 4 below). 

In early 2012, the US and China announced a joint initiative in export credits, aiming at the 
establishing of an International Working Group of major providers of export finance
with a view to negotiating a new international agreement in this field by 2014. Taking into 
account that all previous efforts by the international community to engage China on export 

                                               
1 OJ L 326, 8.12.2011, p. 45
2 The "Arrangement" is a Gentlemen's Agreement (i.e. a soft law instrument) between the EU, the United States, 

Canada, Japan, Korea, Norway, Switzerland, New Zealand and Australia that exists since 1978 and has the 
main objective of ensuring a level playing field between the export credit programs of its Participants. The 
Arrangement and its subsequent modifications have regularly been transformed into EU law.
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credit disciplines had not succeeded, this was an important development. The US immediately 
invited the EU to join this process, which has received our full support and is a priority for the 
European Commission (for details see section 6 below).  

In July 2012, the European Union and the other OECD Participants agreed on the 
transformation of the above-mentioned "Sector Understanding on Export Credits for 
Renewable Energies and Water Projects" into a "Sector Understanding on Export 
Credits for Renewable Energies, Climate Change Mitigation and Water Projects" (for 
details see section 5 below).
Further negotiations during the reporting period covered a broad range of technical topics 
(e.g. country eligibility rules for tied aid) in the general part of the Arrangement. 

3. The OECD Aircraft Sector Understanding 2011: 

As regards export credit financing for civil aircraft - arguably the commercially most 
important area of export credits – a Sector Understanding was concluded in 2007, to which 
not only the nine traditional Participants of the Arrangement but also OECD non-Member 
Brazil adhered. This "ASU 2007" was based on a "two-tier system", i.e. it contained one set of 
rules for "Category 1" ("large aircraft" as produced by Airbus and Boeing) and another one 
for "Categories 2 and 3" ("regional and small aircraft" as mainly produced by Canadian 
manufacturer Bombardier, Brazil's Embraer and the Franco-Italian manufacturer ATR). This 
was as far as negotiations could go in 2007, but – given the historic background – constituted 
already no small achievement3.
When Bombardier however developed its "C series", an aircraft that defied classification in 
either Category 1 or Categories 2/3, the limits of the ASU 2007 and its "two-tier" system 
became all-too-visible. Participants to the ASU therefore agreed to a renegotiation. Although 
carrying out such a revision of a highly complex international understanding in a limited 
period of time had looked ambitious at the start, it eventually only took a year to negotiate the 
new ASU 2011. Its main features are:

 Abolition of the "two-tier system": The ASU 2011 is based on a unified system of 
rules, applicable to all new civil aircraft without categorisation.4

 A general increase in the pricing of export credits for civil aircraft: The ASU 2007 
and its predecessors had been subject to some criticism for providing unrealistically 
low price levels. The ASU 2011 therefore has introduced price levels perceived to be 
closer to the market and is supposed to reduce the risk of a "crowding-out" of private 
financing. 

 Introduction of "market reflective pricing": In order to further reduce potential gaps
between export credit pricing and the market, the ASU 2011 introduces an adjustment 
mechanism allowing the regular adaptation of price levels reflecting the market 
evolution.

 Ensuring a level playing field between "direct lending" and "pure cover" style 
export credits: European export credit agencies typically provide export credits in the 
form of "pure cover", i.e. a guarantee or an insurance covering a credit provided by a 

                                               
3 Brazil and Canada in the past had been engaged in a series of WTO disputes on export credits to civil aircraft. 

Brazil's integration into the OECD's regime for this sector was therefore already in itself an accomplishment. 
4 Special rules exist however for used or converted aircraft. 
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commercial bank. By contrast, in "direct lending" systems (for example used by 
Canada) the credit is directly provided by the export credit agency. As a public agency
usually has better financing possibilities than a commercial bank, an exporter covered 
by a "direct lending system" can have access to better financing conditions. The ASU 
2011 has created the "margin benchmark" (a special adjustment mechanism) that 
allows to compensate these pricing differences.

 Broadening of the stakeholder dialogue: Another important feature of the review of 
the ASU 2011 has been a broadening of the stakeholder dialogue with notably the 
airline sector playing a very active role.

As mentioned above, the ASU 2011 however also contains a long "Future Work List" 
comprising a number of technical topics requiring further deliberation. Therefore, 
negotiations on aircraft financing issues continued even after formal adoption of the ASU
2011 for most of the reporting period. The most important result has been the adoption of a 
procedure concerning the country eligibility for premia reductions related to the Cape Town 
Convention on International Interests in Mobile Equipment and its Aircraft Protocol. 

4. The Review of the OECD Arrangement's system of minimum premia:

The review of the OECD Arrangement's premium system which came into effect in 
September 2011 is based on two main elements: 1. A common framework for the pricing 
of buyer credit risk 2. New minimum premium rates for country credit risk (the latter 
had been unchanged since 1999). 

The OECD Arrangement obliges Participants to charge premia that cover the risk of non-
repayment of export credits. Furthermore, premium rates shall be risk-based, shall converge 
and not be inadequate to cover long-term operating costs and losses. The old premium system 
had only covered country risk. The inclusion of the buyer credit risk makes the OECD premia 
system more comprehensive and further increases its coherence with the objectives pursued 
by the WTO's Agreement on Subsidies and Countervailing Measures. 

While the main negotiation on this reform of the OECD premia system had already been 
concluded in 2010, follow-up negotiations on technical implementation issues continued 
throughout the whole reporting period. A major aspect – still under technical discussion at the 
time of writing this report – is the treatment of export credits towards so-called Category "0" 
countries, High Income OECD and Eurozone countries. 5   

5. The OECD Sector Understanding on Export Credits for Renewable Energies, Climate 
Change Mitigation and Water Projects:

                                               
5 Category "0" countries are defined as countries for which the level of country risk is considered to be 

negligible. The Arrangement's normal minimum premium rates do not apply to "Category 0" countries or to 
High Income OECD or Eurozone countries. Premium rates are established by using specific market 
benchmarks. The financial crisis has understandably resulted in a growing importance of transactions covering 
such countries. 
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Already since 2009, the OECD Arrangement contained a "Sector Understanding on Export 
Credits for Renewable Energies6 and Water Projects", providing a specially 
advantageous regime for the financing of such exports (maximum repayment term of 18 
years as well as flexible repayment structures). Its transformation into a new Sector 
Understanding - agreed at the OECD in July 2012 – implies that the climate change 
mitigation projects (in the sectors of carbon capture and storage7, fossil fuel substitution8

and energy efficiency9) can now benefit from similar terms (including maximum repayment 
terms of 15 to 18 years). Participants to the OECD Arrangement have also engaged to 
examine a number of related areas, including climate change adaptation sectors and 
technologies, smart grids and fuel cell projects.     

6.  A new challenge - The International Working Group on Export Credits

Like in previous years, "outreach activities" (i.e. activities to engage new international 
players in export credits in international disciplines on export credits) remained an important 
objective on the agenda in 2011-12. Over the years, major international export credit 
providers have emerged outside the traditional "club" of the Participants to the OECD 
Arrangement. In order to level the playing field on export credits, integrating these countries 
(which include for example China, Brazil, Russia and India) in the medium term into an 
international arrangement is an imperative. Notably engaging China on export credit has been
a major target in recent years. 

A new start in this field was made in 2012 with the setting up of the International Working 
Group of Major Providers of Export Finance, a new multilateral process which intends to 
bring together the 9 Participants to the OECD Arrangement and the major emerging export 
credit providers. 

The EU has been actively participating in this process since its beginning, which originated in 
February 2012 following an initiative by US President Obama and then Chinese Vice-
Premier, now President Xi Jinping and was confirmed on the occasion of the Sino-US 
Strategic and Economic Dialogue on 3-4 May 2012. 

An informal Steering Group formed by the US, the European Union, China and Brazil met 
for the first time on 14 September 2012 in Washington DC to discuss organisational issues 
related to this International Working Group. The plenary of the new International Working 
Group (IWG) has met for the first time on 9 November 2012 (also in Washington DC and 
preceded by a second meeting of the informal Steering Group on 8 November). Altogether 18 
major export credit providers had been invited, 15 of which attended the plenary: The OECD 
Participants (US, European Union, Canada, Switzerland, Norway, Korea, Japan, Australia and 
New Zealand) as well as China, Brazil, the Russian Federation, Turkey, Malaysia and Israel. 

This high level of attendance confirms the interest many international providers of export 
credits have in this new initiative. At the time of writing, the participants to the IWG have 
however not yet found a consensus on the exact scope and nature of the process: Many 
delegations in principle support the EU in the view that the overall objective should be to 

                                               
6 Such as wind energy, geothermal energy, tidal and tidal stream power, wave power, solar thermal 

energy, bio energy and hydro-power
7 Including fossil fuel power plants with operational carbon capture and storage as well as carbon capture 

projects in the strict sense of the term. 
8 Including waste to energy projects and hybrid power plants.
9 Combined heat & power projects, district heating and/or cooling
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eventually agree on a “successor undertaking” to the current OECD Arrangement, in sense of 
item k 2 of Annexe I of the WTO Agreement on Subsidies and Countervailing Measures10. 
The EU and many other delegations would have preferred to start from a horizontal approach 
(i.e. to focus on general export credits issues, first), but – in an effort to accommodate China's 
preferences – agreed to consider the option of starting the process by looking at sectors. The 
horizontal approach would have meant to look first at general provisions on maximum 
repayment terms, down payments, interest rates, premia etc. applicable to all export credit 
transactions (irrespective of the industrial sector concerned). Looking at sectors rather implies 
to look first at the specific financing conditions which exist in a few individual industrial 
sectors, and in a second phase to try to extrapolate from them to build a basis for general 
provisions applicable everywhere.

The choice of the sectors to be selected for such an approach remains however controversial: 
China has suggested to start with the ship sector, but other participants in the process (such as 
the US and Canada) do not have any export credit activities in the ship sector. At least a 
second sector in addition to ships would therefore have to be agreed upon in order to ensure 
that all delegations can effectively contribute to the negotiation process. The IWG has not 
managed to agree on such a second sector yet. 

It also has to be mentioned that China has been represented in the meetings of the IWG and 
the Steering Group by Export Credit Agencies, but not by officials from Ministries. Brazil has 
repeatedly made it clear that its reserves to a full participation in the OECD Arrangement are 
maintained and its representatives were also reluctant to make any formal commitments under 
the new IWG process.
The IWG's next official meeting is scheduled for May 2013 and will be hosted by China. In 
order to facilitate reflections on the sector approach and to keep the general process on track, 
the EU has organized an informal workshop on 18-19 March 2013. This event has allowed
all parties involved to engage in technical exchanges of views at expert level and to promote a 
better understanding of their respective export credit systems.

In conclusion, this new process has not had an easy start. However, it seems worth investing 
in it: Even if it is a longer-term objective, a gradual positive evolution would have the 
potential to change the overall architecture of how international export credits are disciplined.

______________________

                                               
10 Item k 2 stipulates that an export credit practice which is in conformity with the interest rate provisions 

of an international agreement on official export credits to which at least twelve original Members of the 
WTO Agreement on Subsidies and Countervailing Measures are parties as of 1 January 1979 (or a 
successor undertaking adopted by its original members) is in any case not considered a prohibited 
export subsidy (the "safe haven clause"). This refers de facto to the OECD Arrangement on Export 
Credits and provides an "affirmative defence", which means that export credits conforming to the 
relevant provisions of the OECD Arrangement can in no circumstances be prohibited export subsidies.
The phrase “or a successor undertaking adopted by its original members”  is commonly interpreted in 
the sense that the initial Participants to the OECD Arrangement could by common decision replace the 
OECD Arrangement by another, similar international agreement (“a successor undertaking”) which 
would then enjoy the same protection under the WTO Arrangement on Subsidies and Countervaling 
Measures.  


