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SUMMARY

The European Union has not yet fully recovered from the global financial and
economic crisis. GDP growth rates have begun to increase only slowly, and in most
EU Member States investment activity lags behind pre-crisis levels – indicating sizable
investment gaps. In fact, gross fixed capital formation in the euro area has declined by
15% since 2007.

In 2014, the European Investment Bank (EIB), the EU's public bank and largest
multilateral lending institution, contributed financing of €80.3 billion (including the EIF
– the European Investment Fund). This was in the form of loans granted to projects in
four strategic areas: Innovation and skills, smaller enterprises, strategic infrastructure,
climate action, as well as to projects outside the EU.

In mid-2015, the European Commission introduced the European Fund for Strategic
Investments (EFSI). As a coordinated effort by the European Commission and the EIB,
its goal is to provide additional risk-sharing through public funds. By mid-March 2016,
€10.6 billion of public money had been allocated, with the expectation that this would
generate a total investment effect of €76.1 billion.

The European Parliament's Committee on Budgetary Control (CONT) reports on the
work of the EIB on an annual basis. It 'welcomes' overall financing activity in 2014, but
urges enhanced ex-post assessment. It regrets the lack of information on the number
of projects/financial instruments related to operations supporting cohesion. While the
EIB usually focuses on small numbers of large, low-risk projects, the introduction of
EFSI might eventually lead to assuming more and riskier projects in the future.
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Context
The European Union has not yet fully recovered from the global financial and economic
crisis, with economic growth rates stagnating at low levels. Investment activity (capital
formation in relation to GDP) in the euro area declined 15% since 2007 to 19.8% (2015),
and unemployment rates in most Member States are still worryingly high. In February
2016, the unemployment rate in the euro area was 10.3% (compared to 7.3% in 2008).

One instrument from the economic policy toolkit to boost the economy is to stimulate
the demand side. In this vein the European Commission has, amongst other measures,
launched the European Fund for Strategic Investments (EFSI), which aims to mobilise
investment through private-sector involvement of at least €315 billion up to 2018. This
new fund does not, however, replace existing EU and European Investment Bank (EIB)
programmes, but aims to complement them. To the EIB, the EU’s public provider of
long-term loans, which usually focuses on small numbers of large projects (with low
risk), EFSI may eventually lead to the assumption of more and riskier projects.

The European Investment Bank in a nutshell
Created in 1958, the European Investment Bank (EIB) is the EU’s public bank for long-
term loans. In 1994, the European Investment Fund (EIF)1 was set up to support the
development of high-growth small and medium-sized enterprises (SMEs) and/or those
active in new technologies. The EIB is the majority shareholder and operator of the EIF.
In 2000, the EIB Group was created, consisting of the EIB and the EIF. Within the Group,
the EIB grants medium- and long-term bank loans,
while the EIF specialises in venture-capital operations
and providing guarantees for SMEs. According to
Article 309 TFEU, the task of the EIB is to contribute to
the balanced and steady development of the internal
market in the interest of the Union. The EIB, in all
sectors of the economy, facilitates the funding of
projects that:

 seek to develop less-developed regions;
 seek to modernise or convert undertakings, or

develop new activities which cannot be
completely financed by means available in individual Member States;

 are of common interest to several EU countries.

It also contributes to the promotion of economic, social and territorial cohesion in the
Union and the implementation of the Europe 2020 objectives. EIB activities focus on
four cross-cutting areas: innovation and skills, access to finance for SMEs, strategic
infrastructure, climate action. These are based on seven priorities: climate, economic
and social cohesion, infrastructure, innovation and skills, investing for youth, SMEs, and
environment. In addition, the EIB supports the implementation of measures outside the
EU which support the development-cooperation policy of the Union (Article 209 TFEU).
Lending is mainly provided in the form of direct or intermediate loans. Direct project
loans are subject to certain conditions, e.g. total investment costs must exceed €25
million, and the loan can only cover up to 50% of the project costs. In 2014, the
financing activities of the EIB Group amounted to a total of €80.3 billion (see Table 1),
split between Innovation and skills (€14.7bn), SMEs (€25.5bn), Strategic infrastructure
(€20.6bn), Climate action (€19.1bn), and projects outside the EU (€7.9 billion).

Legal basis: The EIB’s tasks are codified
in Articles 308 and 309 of the Treaty on
the Functioning of the European Union
(TFEU). Further provisions contain
Articles 15, 126, 175, 209, 271, 287, 289
and 343 TFEU. Additionally, Treaty
protocols No 5 and No 28 provide for
the Statute of the European Investment
Bank and specify EIB’s role regarding
Economic, Social and Territorial
Cohesion (see EIB Statute).

http://www.europarl.europa.eu/RegData/etudes/BRIE/2016/573972/EPRS_BRI(2016)573972_EN.pdf
http://www.investopedia.com/terms/c/capital-formation.asp
http://www.investopedia.com/terms/c/capital-formation.asp
http://ec.europa.eu/priorities/jobs-growth-investment/plan/efsi/index_en.htm
http://ec.europa.eu/epsc/pdf/publications/strategic_note_issue_11.pdf
http://www.eib.org/index.htm
http://www.eif.org/
http://www.europarl.europa.eu/atyourservice/en/displayFtu.html?ftuId=FTU_1.3.15.html
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=celex%3A12012E%2FTXT
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=celex%3A12012E%2FTXT
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=celex%3A12012E%2FTXT
http://www.eib.org/attachments/general/statute/eib_statute_2013_07_01_en.pdf
http://www.eib.org/projects/priorities/climate-action/index.htm
http://www.eib.org/projects/priorities/cohesion_and_convergence/index.htm
http://www.eib.org/projects/priorities/cohesion_and_convergence/index.htm
http://www.eib.org/projects/priorities/infrastructure/index.htm
http://www.eib.org/projects/priorities/innovation/index.htm
http://www.eib.org/projects/priorities/investing-for-youth/index.htm
http://www.eib.org/projects/priorities/sme/index.htm
http://www.eib.org/projects/priorities/urban/index.htm?lang=en
http://www.eib.org/about/key_figures/data.htm
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Table 1 – EIB Group financing activities (signatures) 2014, in € billion
Total

Innovation and skills
- Innovation-enabling infrastructure
- Education and training
- Research, development and innovation

2.2
4.5
8

14.7
(18.7)‡

Small and medium-sized enterprises
- EIF*
- EIB

3.3
22.2

25.5
(29.2)‡

Strategic infrastructure
- Urban infrastructure
- Energy
- Transport

4.8
7.5
8.3

20.6
(18.9)‡

Climate action
- Adaptation, Energy efficiency, RDI, Renewable energy, sustainable transport

19.1
(19.6)‡

Projects outside the EU
- Latin America
- Mediterranean countries
- African, Caribbean and Pacific countries
- Eastern Neighbours
- EFTA and Enlargement countries
- Asia

0.65
1.7
1.2
1.2
2.5

0.72
7.9

(7.8)‡
Total 80.3 (84.5)

Source: EIB Activity Report 2014, March 2015. *EIF financing has been raised to €4.5 billion. In view of the
Commission’s Capital Markets Union action plan and its ambition to revive the SME market, new debt finance and
equity products have been grouped under the ‘EIB Group Risk Enhancement Mandate’. By 2020, the EIB aims to
contribute up to €4 billion to this initiative. ‡Values in brackets for 2015 but consolidated data for 2015 not yet
available. NB EIF investments may span several priorities, so the figures do not add up to the total Group financing figure.

More than half of EIB financing of €77 billion (total €80.3 - EIF €3.3) has been attributed
to four countries: Spain, 15.5%, Italy, 14.1%, France, 10.7%, and Germany, 10.0%.2

Investment challenges in Europe
Investment gap
One lasting effect of the financial crisis of 2007/2008 is the subdued investment level in
almost all EU Member States. The Commission’s in-house think-tank, EPSC, finds that
investment in the EU is still well below its pre-crisis level, even if benchmarked against a
ten-year average.3 Focussing on gross fixed capital formation,4 the advisory body
suggests a shortfall of about €61.4 billion (euro area: €50.4 billion) at the end of 2015.5

Investment activity (in relation to GDP) declined in the euro area by about 15%, from a
peak of 23.2% (2007) it fell to 19.8% (2015) (see Figure 1).6 In 2004, gross fixed capital
formation in the euro area was 21.7% (EU-28: 21.1%). It fell until 2014 to 19.6% (EU-28:
19.4%) and slightly improved in 2015 (EU-28: 19.6%). Of course, aggregate values
usually cover disparities across Member States. While Ireland (31%) and Greece (26%)
witnessed above-average rates in 2006/2007, rates in both countries fell substantially
thereafter. Ireland dropped to 17.2% in 2011 but has seen improving rates since then.
Investment activity in Greece halved by 2014 (11.6%) and seems to have stabilised in
2015 (11.7%).7 To assist exports and alleviate cash constraints for Greek SMEs, the EIB
introduced in June 2013 the ‘EIB Trade Finance Facility’.8

Data for Portugal suggest less cyclical variation but a similar decline in activity. After
peaking in 2014 (23.4%). the country witnessed continuously decreasing values until
2013 (14.8%) and appears to have stabilised since then. In 2015, no euro area Member
State had returned to pre-crisis heights of 2006-2008 but Austria, Belgium, France, and
Germany witnessed comparatively less change in investment activity during the past ten
years, indicating a more stable investment environment.

http://www.eib.org/infocentre/publications/all/activity-report-2014.htm
https://www.google.be/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&ved=0ahUKEwiXqoeesKfMAhVcFMAKHX1nC2cQFggjMAA&url=http%3A%2F%2Fec.europa.eu%2Ffinance%2Fcapital-markets-union%2Fdocs%2Fbuilding-cmu-action-plan_en.pdf&usg=AFQjCNHl298vv2hwVGB1tEb0-aG1NYHKiA&cad=
http://www.eif.org/what_we_do/guarantees/index.htm
http://www.eib.org/infocentre/press/releases/all/2016/2016-004-eib-group-lends-record-eur-84-5-billion-in-2015-and-mobilises-over-eur-50-billion-investment-under-investment-plan-for-europe.htm
http://ec.europa.eu/epsc/pdf/publications/strategic_note_issue_11.pdf
http://lexicon.ft.com/Term?term=gross-fixed-capital-formation
http://www.eib.org/projects/regions/european-union/greece/project-a-secure-bridge-for-greek-smes.htm
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Funding SMEs
Small and medium-sized
enterprises have been of
particular interest to the EIB,
given that they employ two
thirds of the active working
population. In 2014, the EIB
Group financed SMEs and
midcaps in the EU with
€25.5 billion (EIB 22.2 bn, EIF
3.3 bn), with a further €2.6
billion financed outside the EU.
The bank reports that total
support has been provided to
approximately 285 000 firms
within the EU (EIB: 110 000,
EIF: 175 000), out of 19 million
currently operating in the EU.

The European Fund for
Strategic Investments (EFSI)
In July 2015, the EU launched the European Fund for Strategic Investments (EFSI).9 A key
pillar of the so-called 'Juncker plan' and envisaged as a coordinated effort to restore
investor confidence, the role of EFSI was spelled out in the Commission communication
entitled ‘An Investment Plan for Europe’ (COM(2014) 903). According to the
Commission, the guiding principle of EFSI is to ‘stimulate private, market-based
investments, not to replace them’. Thus, it will ‘provide risk-sharing through public
funds’ (€21 billion),10 and help to unlock private capital of at least €315 billion over
three years (2015-2017) through leverage effects (€240 billion for innovation and
infrastructure, €75 billion for SMEs). However, according to the OECD, the EIB will need
to increase financing of higher-risk projects, in order to enhance EFSI’s impact.11

Up to March 2016, a total of 205 finance agreements have been signed (see Table 2),
amounting to approved funds of €10.6 billion. These funds are expected to have
triggered up to €76.1 billion, or almost a quarter of the €315 billion target.

Table 2 – EFSI state of play as of March 2016

Infrastructure and
Innovation window SME window Total

Number of approved projects/financing agreements 54 151 205
Approved financing under EFSI (€ bn) 7.2 3.4 10.6
Total expected investment triggered (€ bn) 30.6 45.5 76.1
Total expected investment triggered (%) 40.2% 59.8% 100%
Targeted EIB financing envelope (€ bn ) 49 12 61

Source: EPSC, Strategic Notes No 11, April 2016, p. 2; European Commission, Latest EFSI figures, adjusted, Fn. 10.

Under the 'SME Window' (see Table 2),12 the financial support from the EIF alone
amounts to €2.8 billion in 125 transactions so far, with Italy (11.8%), France (10.5%),
Germany (10.2%), and (Spain 6.2%) receiving approximately 37% of the funds.

European Parliament and EIB Annual Report 2014
Every year, the European Parliament (EP) reviews the EIB's activities and discusses its
report in a plenary session, to which the EIB President is invited. On 22 October 2015,

Figure 1 - Gross fixed capital formation, selected EU Member
States, 2004-2015

Data source: Eurostat national accounts, [tec00011].

http://www.eib.europa.eu/projects/priorities/sme/index.htm?lang=en
http://www.eib.europa.eu/attachments/thematic/sme_report_2014_en.pdf
http://www.eib.europa.eu/attachments/thematic/sme_report_2014_en.pdf
http://ec.europa.eu/eurostat/web/structural-business-statistics/structural-business-statistics/sme?p_p_id=NavTreeportletprod_WAR_NavTreeportletprod_INSTANCE_vxlB58HY09rg&p_p_lifecycle=0&p_p_state=normal&p_p_mode=view&p_p_col_id=column-2&p_p_col_pos=1&p_p_col_count=4
http://ec.europa.eu/eurostat/tgm/refreshTableAction.do?tab=table&plugin=1&pcode=tec00011&language=en
http://www.eib.org/efsi/what-is-efsi/index.htm
http://ec.europa.eu/priorities/jobs-growth-and-investment/investment-plan_en
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM%282014%290903
http://ec.europa.eu/priorities/publications/investment-plan-latest-efsi-figures_en
http://www.eif.org/what_we_do/efsi/index.htm
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rapporteur Georgi Pirinski (S&D, Bulgaria) tabled his draft report to the Committee on
Budgetary Control (CONT) on the European Investment Bank – Annual Report 2014
(2015/2127(INI)). Opinions were delivered by the Committees on Regional Development
(REGI), International Trade (INTA), Economic and Monetary Affairs (ECON), and Budgets
(BUDG). The report was eventually adopted with amendments on 23 February 2016
(22 in favour, 0 against, 3 abstentions).

EIB’s investment programme underpinning EU policy objectives
Prioritising investments to accelerate recovery and enhance productivity
The Committee report welcomes the overall financing activity of the EIB Group (€80.3
billion in 2014) but also stresses, that there is 'further potential’ to increase the number
of contracts signed (Pt 2). Furthermore, the Committee urges the Bank to enhance ex-
post assessment and reporting (Pt. 11) in view of its next annual report.

Promoting youth employment, innovation and SMEs
The report notes that SMEs in many parts of Europe face extreme difficulties accessing
the necessary finance. It thus welcomes the EIBs’ trade facilitation programmes (see
above) but regrets the lack of information in the 2014 Activity Report about the
interaction (agreement of July 2014) between the EIF and the Commission under the EU
Competitiveness of Enterprises and SMEs (COSME) programme (Pt 24, 25, 27).

Enhancing environmental sustainability and climate action
The Committee finds that the EU’s five largest economies received most support for
renewable energy capacity development. In contrast, only €42 million out of €4.5 billion
for such projects in the EU-28 was spent in the new Member States (Pt 29).

Promoting economic and social cohesion and convergence
It regrets that while almost a third of total EIB financing inside the EU was for
operations supporting cohesion, ‘there is no information about the number of projects
supported by the EIB Group under the relevant sectors or the financial instruments or
applied initiatives related to this cross-cutting policy objective’ (Pt 34). In a similar vein,
Committee Members ask for ‘compulsory ex-ante assessment of environmental,
economic and social added value’ during project selection in this area (Pt 40).

Managing the European Fund for Strategic Investments (EFSI)
The report stresses that EFSI resources ‘should demonstrate real additionality compared
with the usual operations funded by the EIB’, as well as consistency and
complementarity with investments from the European Structural and Investment Funds
and other public funds (Pt 44). In this regard, the Committee recommends better
coordination with national promotional banks, as well as safeguarding the EIB's triple-A
credit rating while assuming more risks under EFSI (Pt 48, 50 & 62).

Enhancing the EIB’s governance, transparency and control framework
The report considers that EIB annual reports should devote greater focus to the
outcomes of projects completed (Pt 77), and sees it as ‘necessary to find solutions to
put in place effective external prudential banking supervision of the EIB’, and regrets
that previous Parliament proposals were not taken up (Pt 79).

Remaining challenges
The EIB group outlook for 2016-2018 reckons that the number of new operations
reaching financial closure every year might increase by more than 50% as a result of
EFSI volumes. While it usually focuses on small numbers of large projects (with low risk),
the introduction of EFSI may lead to the EIB assuming more and riskier projects.

http://www.europarl.europa.eu/meps/en/124855/GEORGI_PIRINSKI_home.html
http://www.europarl.europa.eu/sides/getDoc.do?type=COMPARL&mode=XML&language=EN&reference=PE565.145
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=&reference=2015/2127%28INI%29
http://www.europarl.europa.eu/sides/getDoc.do?type=COMPARL&mode=XML&language=EN&reference=PE567.790&secondRef=02
http://www.europarl.europa.eu/sides/getDoc.do?type=COMPARL&mode=XML&language=EN&reference=PE567.827&secondRef=02
http://www.europarl.europa.eu/sides/getDoc.do?type=COMPARL&mode=XML&language=EN&reference=PE567.658&secondRef=02
http://www.europarl.europa.eu/sides/getDoc.do?type=COMPARL&mode=XML&language=EN&reference=PE567.658&secondRef=02
http://www.europarl.europa.eu/sides/getDoc.do?type=REPORT&mode=XML&reference=A8-2016-0050&language=EN
http://ec.europa.eu/growth/smes/cosme/
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P8-TA-2015-0183+0+DOC+XML+V0//EN
http://www.eib.org/attachments/strategies/cop2016_en.pdf


EPRS EIB Annual Report 2014 and outlook

Members' Research Service Page 6 of 6

Main references
European Investment Bank, 2014 Activity Report, Luxembourg, March 2015.

— 2014 Financial Report, Luxembourg, March 2015.

— The EIB Group Operational Plan 2016-2018, Luxembourg, January 2016.
European Parliament, Legislative Observatory (ŒIL), Report on the European Investment Bank
(EIB) annual Report 2014, Procedure file 2015/2127(INI).

European Political Strategy Centre (EPSC), The European Fund for Strategic Investments (EFSI),
Strategic Notes No 11, Brussels, April 2016.

Endnotes
1 The European Investment Fund was set up as a public-private partnership (PPP) with three main shareholder

groups: the EIB, as majority shareholder with 62.2%, the Commission (30%), and several public and private
financial institutions (7.8%). It offers equity and debt products as well as promoting social inclusion via
microfinance.

2 EIB Financial Report 2014, p. 8. For individual country data see EIB Statistical Report 2014.
3 Data refers to 1995 Q1 – 2006 Q2, see European Political Strategy Centre (EPSC), The European Fund for Strategic

Investments (EFSI), EPSC Strategic Notes, Brussels, April 2016, p. 1.
4 Net increase in physical assets (capital stock such as equipment, buildings and other intermediate goods;

investment minus disposals) within the measurement period.
5 EPSC, op. cit.
6 See also EIB 2014 Activity Report, p. 11ff.
7 Data quality is an issue as Eurostat considers values for Greece since 2011 to be ‘provisional’. Gross fixed capital

formation (investments), [tec00111].
8 The instrument offered €500 million in guarantees for foreign banks covering 85% of their risk vis-à-vis their Greek

counterparts, in order to mitigate the risks of non-payment and default. See also ‘The EIB in Greece’.
9 Regulation (EU) No 1017/2015, the European Fund for Strategic Investments, the European Investment Advisory

Hub and the European Investment Project Portal, 25 June.
10 Funding comes from a €16 billion EU guarantee (of which €8 billion is paid up), which will offer specific cover to

the investments financed by the EIB Group in case there are any losses. In addition, the EIB is contributing a €5
billion capital allocation. The €5 billion acts as a guarantee fund of €61 billion for additional EIB investments. These
will be risk products (guarantees and counter-guarantees, subordinated debt, equity loans, equity participation,
credit enhancement). The €61 billion, spread between €49 billion in infrastructure and R&D, and €12 billion for
SMEs, will attract private investors to a total of €240 billion for the 'infrastructure and innovation window' and €75
billion for the 'SME window', i.e. a total of €315 billion. See: Olivier Marty, The Juncker Plan, Fondation Robert
Schuman, March 2015.

11 OECD, Stronger growth remains elusive: Urgent policy response is needed, Interim Economic Outlook, 18 February
2016, p. 8.

12 'Infrastructure and innovation window' and 'SME window' are the two pillars of EFSI: The SME window guarantees
supporting loans to SMEs with a higher-risk profile (COSME); guarantees supporting loans to innovative and
research-intensive SMEs and Small Mid-caps (InnovFin – Horizon 2020) and equity investment in venture capital
and equity funds (without EU guarantee – Risk Capital Resource).

Disclaimer and Copyright
The content of this document is the sole responsibility of the author and any opinions expressed therein
do not necessarily represent the official position of the European Parliament. It is addressed to the
Members and staff of the EP for their parliamentary work. Reproduction and translation for non-
commercial purposes are authorised, provided the source is acknowledged and the European Parliament is
given prior notice and sent a copy.

© European Union, 2016.

Photo credits: © Sondem / Fotolia.
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