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The ESM and the EIB: comparison of
some features
This paper presents in tabular format the main characteristics of the European Stability Mechanism and
the European Investment Bank. Both institutions collect funds on capital markets, based on paid-in and
callable capital subscribed by their shareholders. The ESM is owned by the euro area Member States,
while the EIB is owned by all EU Member States. The ESM provides loans to Member States, while the EIB
provides loans and venture capital to private and public institutions. Both institutions have been called
on to take initiatives in the context of EU reaction to the economic crisis due to the Covid-19 pandemic
(see separate EGOV document). This is an update of a paper published in 2018.

The European Stability Mechanism (ESM) was set up in 2012. It is the crisis resolution mechanism
for the Member States of the Euro Area. It may provide financial assistance to a euro area Member
State in case of financial stability risk. Financial assistance can take the form of loans or precautionary
credit lines and is provided under conditionality.

The European Investment Bank (EIB) was established in 1958. It provides loans to private and public
institutions (9% of its loans are granted to non-EU countries). In 1994, the EIB established the
European Investment Fund (EIF), which is specialised in risk capital. In June 2005, the EIB group was
set up, comprising the EIB and the EIF.

While the EIB is integrated in the EU legal framework, the ESM has been established by an
Intergovernmental agreement among euro area Member States (see EGOV paper on the ESM).

The ESM and the EIB are both funded with capital provided by Member States. The capital acts as
guarantee for borrowing money on the capital markets, and the Member States’ capital contribution
is proportional to voting rights in the relevant decision-making bodies.

Each euro area Member State’s share in the ESM is based on the capital key of the ECB. Each Member
State’s share in the EIB capital is based on its economic weight within the European Union
(expressed in GDP) at the time of its accession.

The EU itself has a very limited capacity to borrow money (see also Section 3 of an EGOV document
on the European Financial Stability Mechanism).

This paper presents in a tabular format the main features of the ESM and of the EIB, focusing on:

 General characteristics
 Governance
 Loans
 Capital, funding and auditing.

https://www.europarl.europa.eu/RegData/etudes/IDAN/2020/645723/IPOL_IDA(2020)645723_EN.pdf
https://www.esm.europa.eu/
http://www.eib.org/
https://www.eib.org/en/publications/statute-2020
https://www.europarl.europa.eu/RegData/etudes/BRIE/2014/497755/IPOL-ECON_NT(2014)497755_EN.pdf
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-financial-assistance/eu-borrower/funding-characteristics-eu_en
https://www.europarl.europa.eu/RegData/etudes/BRIE/2020/645718/IPOL_BRI(2020)645718_EN.pdf
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Table: Comparison of the main elements of ESM and EIB
General

ESM EIB

Legal form and
founding act

International financial institution, established in 2012 under public
international law based on an intergovernmental treaty: Treaty
establishing the European Stability Mechanism (TESM)

International financial institution, established in 1958 with the Treaty of
Rome. Articles 308 and 309 of TFEU focus on the EIB and its tasks;
Protocol 5 TFEU is on the Statute of the EIB.

Objective
Mobilise funding if indispensable to safeguard the financial stability
of the euro area as a whole and of its Member States. (Art. 3 TESM, see
also addendum to art. 136 of TFEU)

Provide loans to public and private entities, thereby contributing to
the balanced and steady development of the internal market in the
interest of the Union. (Art. 309 TFEU). The EIB also supports the EU
cooperation programmes with developing countries. (Art. 209 TFEU)

Members 19 Euro Area Member States. 27 EU Member States.

Total own
capital

The ESM has a subscribed authorized capital totaling EUR 704.8 billion.

(See below and the Annex)

The EIB has a subscribed capital of EUR 248.8 billion.

(EIB Statute March 2020. See also below and the Annex)

Total amount
available for

loans

The maximum lending volume of the ESM is set at EUR 500 billion,
including the outstanding EFSF stability support.
The Board of Governors may increase it.

The maximum amount for lending/capital is currently EUR 622 billion:
this limit is set as to two and a half times the Bank’ subscribed capital.
The Board of Governors may increase it.

Total exposure EUR 89.9 billion (ESM Investors’ presentation). EUR 449 billion (30 June 2019) (EIB investors’ presentation)

Staff 170 employees, mainly based in Luxembourg. Around 3400 employees, mainly based in Luxembourg .

Seniority as
creditor The ESM enjoys preferred creditor status, second to the IMF only.

With respect to exposure to EU Sovereigns, the EIB enjoys preferred
creditor status and the protection given by the EIB’s Statute.

Jurisdiction of
the Court of

Justice

Disputes concerning the interpretation and application of the ESM
Treaty arising between the Member States or between Member States
and the ESM should be submitted to the jurisdiction of the Court of
Justice of the European Union, in accordance with Article 273 TFEU.
(Preamble and Article 37 of the ESM Treaty)

The Court of Justice of the European Union has jurisdiction in
disputes concerning measures adopted by organs of a body
incorporated under Union law, such as the EIB. (EIB Statute: Art.28.5)

https://www.ab.gov.tr/files/ardb/evt/1_avrupa_birligi/1_3_antlasmalar/1_3_1_kurucu_antlasmalar/1957_treaty_establishing_eec.pdf
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
https://www.ab.gov.tr/files/ardb/evt/1_avrupa_birligi/1_3_antlasmalar/1_3_1_kurucu_antlasmalar/1957_treaty_establishing_eec.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2016.202.01.0001.01.ENG&toc=OJ:C:2016:202:TOC
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN
https://www.esm.europa.eu/esm-governance
https://europa.eu/european-union/about-eu/countries_en
https://www.eib.org/attachments/general/statute/eib_statute_2020_03_01_en.pdf
https://www.esm.europa.eu/sites/default/files/usinvestorpresentationmarch2020.pdf
https://www.eib.org/attachments/fi/eib-investor-presentation.pdf
http://www.eib.org/about/headquarters.htm
http://www.eib.org/attachments/general/statute/eib_statute_2013_07_01_en.pdf
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
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Governance

ESM EIB

Decision-
making body

Board of Governors: each ESM Member appoints a Governor, usually the
Finance Minister.

Board of Governors: each EU Member State designates a Minister,
usually a Finance Minister.

Competences of
the Decision-
making body

The Board of Governors takes all major decisions, including:
 capital increases,
 granting of financial assistance,
 approval of Memorandum of Understanding (MoU),
 approval of disbursements
 appointment of Directors.

The Board decides either to be chaired by the President of the Eurogroup
or to elect a Chair from among its members, for two and half years.

The current chairman of the Board of Governors is Mário Centeno,
who is also the current President of the Eurogroup.

The Board of Governors decides on:
 capital increases,
 credit policy guidelines,
 approval of the annual accounts and balance sheet,
 the EIB’s participation in financing operations outside the EU,
 appointment of Directors, the Management Committee and the Audit

Committee.

The current chairman of the Board of Governors is Andrej ŠIRCELJ,
Finance Minister of Slovenia

Voting method
of the Decision-

making body

The decisions of the Board of Governors may be taken by:

 mutual agreement, that means unanimity of the members
participating in the vote (abstentions are not counted); or

 qualified majority (80% of vote cast) or
 simple majority (majority of votes cast)

An emergency procedure (on request by COM and ECB) allows decisions
to be taken with 85% qualified majority.

Major decisions, to be taken according to “mutual agreement”
(unanimity), include:
 the provision of financial assistance to a MS and the related financial

conditions;
 the delegation to the Board of Directors of these decisions.

The decisions of the Board of Governors may be taken by:
 unanimity (abstentions are not counted); or
 qualified majority (eighteen votes in favour and 68% of the

subscribed capital) or
 simple majority (representing at least 50% of the subscribed capital).

Decisions to be taken by unanimity include decisions concerning:
 the suspension of the operations of the Bank and, should the event

arise, its liquidation
 the increase of the subscribed capital
 the change of the number of members on the Management

Committee
 the establishment of subsidiaries or other entities.

http://www.consilium.europa.eu/en/council-eu/eurogroup/
https://www.esm.europa.eu/esm-governance
https://www.eib.org/en/about/governance-and-structure/statutory-bodies/board_of_governors/index.htm
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Voting rights of
the Decision-
making body

The voting rights of each Governors or Board of Directors, correspond to
the number of shares allocated in the capital stock of the ESM.

See below under “Funding” and graph in Annex 1

The voting rights of each Governor corresponds to his/her MS’ share of
subscribed capital.

See below under “Funding” and Annex 1

Executive body

The Board of Directors: composed of 19 Directors appointed by the
Governor and chosen from among people of high competence in
economic and financial matters.

The Board of Directors: consists of 28 Directors. Each Member State
nominates a Director, and the Commission nominates one Director. The
Board of Directors may co-opt six non-voting experts, without voting
rights.

Head of the
Executive body

The ESM Board of Directors is chaired by the ESM Managing Director,
who is the ESM’s top executive and legal representative.

The Managing Director is appointed by the Board of Governors for five
years and may be reappointed once.
Whilst holding office, the Managing Director may not be a Governor or
Director or an alternate.

With the assistance of the 6-member Management Board, he/she
conducts the on-going business of the ESM, under the direction of the
Board of Directors.

The current Managing Director is Klaus Regling, who was appointed
when the ESM was established in 2012. He was reappointed in 2017.

The Board of Directors is chaired by the President of the Management
Committee.

The President is appointed for a period of six years (renewable) by the
Board of Governors, on a proposal from the Board of Directors.

He/she presides over meetings of the Board but cannot vote.

With the assistance of the 8-Vice Presidents Management Committee,
he/she conducts the current business of the Bank, under the supervision
of the Board of Directors.

The current President of the Management Committee is Werner Hoyer,
appointed in 2012. His term was renewed on 1 January 2018.

Competences of
the Executive

body

The Board of Directors:
 ensures that the ESM is run in accordance with the ESM Treaty and

the by-laws of the ESM adopted by the Board of Governors,
 takes decisions as provided for in the ESM Treaty (such as the

approval of loan disbursements) or which are delegated to it by the
Board of Governors.

The Board of Directors:
 takes decisions in respect of granting finance (in particular in the form

of loans and guarantees) and raising loans,
 fixes the interest rates on loans, the commission and other charges,
 supervises the Management Committee.

The European Commission is consulted on every operation, before the
operation is presented to the Board of Directors. If the Commission’s
opinion on the operation is negative, a unanimous vote of the Board of
Directors is required for the operation to be approved.

http://www.eib.org/about/governance-and-structure/statutory-bodies/management_committee/index.htm
https://www.esm.europa.eu/about-us/who-we-are
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Voting method
of the Executive

body

The Board of Directors takes decisions according to qualified majority.
For decisions delegated by the Board of Governors, the voting method is
the one adopted by that same Board.

The Board of Directors takes decisions according to majority consisting
of at least one third of members entitled to vote and representing at
least 50% of the subscribed capital or, in clearly defined areas, with at
least eighteen votes in favour, representing a minimum of 68% of the
subscribed capital (qualified majority).

Accountability

The Governors, i.e. the Ministers of Finance, are accountable to their
national parliaments, and in some cases need their explicit approval
before voting in favor of important ESM decisions.

(Explainer on the Transparency International Report on the ESM)

Governors, i.e. the Ministers of Finance, participate in the Board of
Governors as part of their ministerial duties. Therefore, they are
accountable to their national parliaments.

Every year, a European Parliament committee reviews the EIB's activities
and presents a report to a plenary session to which the EIB President is
invited. Regular exchanges of views between the Parliament and the EIB
also take place throughout the year. The EP expresses its position in a
Resolution (ongoing procedure for EIB financial activities in 2019).

https://www.esm.europa.eu/press-releases/explainer-transparency-international-report-esm
http://www.eib.org/about/eu-family/europarl.htm
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2019/2126(INI)&l=en
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Loans

ESM EIB

Eligibility

All ESM Members may ask for financial assistance.
When a Member State requires financial assistance, the Chairperson of
the Board of Governors entrusts the European Commission, in liaison
with the ECB, with the tasks to assess:
 the existence of a risk to the financial stability of the euro area as a

whole or of its Member States, unless the ECB has already recognised
the existence of exceptional financial market conditions under Article
18(2) TESM;

 whether public debt is sustainable. Wherever appropriate and
possible, such an assessment is expected to be conducted together
with the IMF;

 the actual or potential financing needs of the ESM Member
concerned.

(Art. 13 TESM)
Where a Member State requests financial assistance from the EFSM, the
ESM, or the EFSF, the Commission shall assess, in liaison with the ECB
and, where possible, with the IMF, the sustainability of that Member
State's government debt and its actual or potential financing needs. The
Commission shall submit that assessment to the Eurogroup Working
Group where the financial assistance is to be granted under the ESM or
the EFSF. (Art. 6 EU Regulation 472/2013)

The EIB’s clients are public and private sector entities.

Any project promoted must be in line with EIB’s eligibility criteria
(contribute to EU economic policy objectives), and be financially and
economically sound. The EIB lends directly to large individual projects.
Promoters must provide a detailed description of their capital investment
and prospective financing arrangements.

The Bank’s teams of engineers, economists and financial analysts carries
out a project appraisal in close cooperation with the promoter. The
correspondent report is submitted to the Board of Directors, who meet
10 times per year, for a final decision. Once approved, the loan can be
drawn down in one or more instalments according to borrower’s
requirements.

The EIB loans can be combined both with loans from other banks and EU
grants. The EIB’s contribution to a project’s cost is limited to 50% of the
overall amount established during appraisal.

The EIB is active both inside and outside the European Union.

Outside the Union, EIB lending is governed by a series of mandates from
the European Union in support of EU development and cooperation
policies in partner countries.

http://www.eib.org/projects/cycle/appraisal/project-appraisal-eligibility.htm
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
http://www.eib.org/projects/regions/index.htm
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:140:0001:0010:EN:PDF
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Scope and
instruments of

individual
lending

Mobilization of funding and providing stability support to the benefit
of ESM Members that are experiencing, or are threatened by, severe
financing problems.
(Art. 3 TESM)

The ESM can:
 grant loans to its members (stability support loans),
 provide precautionary financial assistance: Precautionary

Conditioned Credit Line (PCCL) or Enhanced Conditions Credit Line
(ECCL),

 purchase bonds of beneficiary Member States in primary and
secondary markets,

 finance recapitalization of financial institutions through loans to
governments (‘indirect recapitalization’),

 directly recapitalize banks, only if private investors have been bailed-
in under the Bank Recovery and Resolution Directive.

(Art. 13-18 TESM, ESM Explainers: “Lending”)

The EIB provides finance and expertise for projects supporting growth,
employment, regional cohesion and environmental sustainability.
Lending, blending and advisory capacities are at the service of all EU
citizens, as well as citizens in many non-EU countries.

EIB can provide:
 lending to project in the EU and beyond:
o project loans for individual projects for which total investment

cost exceeds EUR 25 million;
o intermediated loans (credit lines) for projects where the total

cost is under EUR 25 million;
o venture debt;
o microfinance;
o equity and fund investments.

 blending its loans with other EU funds to increase the impact on
projects; and

 advising on project selection and project design.

In 2015 the EIB delivered the Investment Plan for Europe. The plan
aimed to revive investment in strategic projects around Europe. Part of
this initiative was the European Fund for Strategic Investments (EFSI),
launched jointly by the EIB Group and the European Commission. EFSI
provides funding for economically viable projects where it adds value,
including projects with a higher risk profile than ordinary EIB activities.

https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
http://www.eib.org/projects/regions/index.htm
http://www.eib.org/products/lending/index.htm
http://www.eib.org/products/lending/loans/index.htm
https://www.esm.europa.eu/sites/default/files/esm_guideline_on_precautionary_financial_assistance.pdf
http://www.eib.org/products/lending/intermediated/index.htm
http://www.eib.org/products/lending/venture-debt/index.htm
http://www.eib.org/products/lending/microfinance/index.htm
http://www.eib.org/products/lending/equity_funds/index.htm
http://www.eib.org/products/blending/index.htm
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32014L0059
http://www.eib.org/products/advising/index.htm
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
https://www.esm.europa.eu/explainers
http://www.eib.org/efsi/index.htm
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Conditionality

The ESM may provide stability support on the basis of strict
conditionality, appropriate to the financial assistance instrument
chosen.
If the MS is assessed as eligible, the Board of Governors shall entrust the
European Commission – in liaison with the ECB and, wherever possible,
together with the IMF – with the task of negotiating a memorandum of
understanding (an "MoU") detailing the conditionality attached to the
financial assistance facility. The European Commission signs the MoU on
behalf of the ESM.

Reforms normally focus on three areas:
1. Fiscal consolidation – measures to cut government expenditure, by
reducing public administration costs and improving its efficiency, and to
increase revenue through privatizations or tax reform;
2. Structural reforms – measures to boost potential growth, create jobs,
and improve competitiveness;
3. Financial sector reforms – measures to strengthen banking
supervision or recapitalize banks.
The ESM, European Commission, ECB and, wherever possible, the IMF
check whether the programme country is implementing the reforms it
has agreed to.
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Financial
conditions on

loans

Each loan is usually disbursed in several tranches. Each tranche has its
own specified repayment, or maturity, date.
There is always a certain period before the beneficiary ESM Member starts
repaying the principal amounts to the ESM (“grace period”). Cyprus, for
example, will start repaying its loans in 2025 and Ireland in 2029.
Loan interest starts accumulating immediately after the disbursement
and the beneficiary countries pays it annually.
There is no single interest rate on loans for beneficiary Member States.
The ESM passes on to programme countries its costs in funding the loans,
specifically its cost of borrowing money from financial markets, by issuing
bonds and bills. This cost is expressed as the ‘base rate’ and is calculated
daily.
Apart from the base rate, there are three other components that make up
the total cost of a loan:
 a service fee (covering the ESM’s operational costs),
 margin, and
 commitment fee.

The base rate is by far the largest component of the total interest paid by
programme countries.

At the end of 2015, the interest rate charged by the ESM was below
1% for all beneficiary countries. (ESM Explainers: “ESM loans (in
support of adjustment programme)”)

An approved EIB loan facility can be drawn in a number of instalments,
depending on the borrower’s requirements. The maturity, repayment
terms and amortization profile of each draw can be chosen by the
borrower at the time of disbursement, facilitating active treasury
management.

The EIB makes a specific rate for lending, following a thorough appraisal
of the project. Loan rates vary according to specific aspects such as
currencies borrowed, amount, duration and timing of disbursement.
Interest rates can be:
 fixed,
 revisable or
 convertible (i.e. allowing for a change of interest rate formula during

the lifetime of a loan at predetermined periods).

In certain cases, the EIB may charge fees for project-appraisal, legal
services, commitment, non-utilization etc.

Loan repayment is normally on a semi-annual or annual basis. Grace
periods for capital repayment may be granted for a project’s
construction phase.

The EIB provides loans running from approximately four to twenty years,
depending on the economic life of the assets to be financed. The EIB
does not publish information on the financing terms and conditions of
its loans, such as maturity, interest rates and grace period. (EIB: Loan
Conditions and Disbursement)

Limits on loan
amounts

No formal limits on individual loans have been set so far. The EIB loans can be combined both with loans from other banks and
EU grants. The EIB’s contribution to a project’s cost is limited to 50% of
the overall amount established during appraisal. (EIB: Loan
Application)

https://www.esm.europa.eu/assistance/lending-toolkit
http://www.eib.org/infocentre/faq/index.htm
https://www.esm.europa.eu/assistance/lending-toolkit
http://www.eib.org/infocentre/faq/index.htm
http://www.eib.org/infocentre/faq/index.htm
http://www.eib.org/infocentre/faq/index.htm
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Program /
Project

monitoring
tasks

The ESM, European Commission, ECB and, wherever possible, the IMF
check whether the programme country is implementing the reforms
agreed in the MoU. For this purpose, review mission with
representatives of the four institutions periodically meet with the
country’s authorities. Disbursement can only be made if the institutions
assessment of the reform performance is positive. (ESM Explainers:
“Policy conditions attached to loans”)

Monitoring requirements are determined according to the characteristics
of the project.

In particular, the EIB monitors the servicing of the loan, checks that the
funds are being used in line with the objectives and projections and
keeps itself informed of developments concerning the promoter and its
partners. It also ensures that the physical execution of the project is in
accordance with the contract and evaluates the results of the investment.

There are two types of monitoring:
 financial monitoring - conducted by the Transaction Management

and Restructuring Directorate responsible for the financial
monitoring of loans signed in the EU and the restructuring of
operations; and

 physical monitoring - during the project appraisal phase the
Projects Directorate detects potential problems, in order to enable
the necessary corrective measures to be taken where required.
During the project implementation phase, the promoter is obliged to
inform the EIB in the event of a significant departure from what was
agreed originally. Lastly, a project completion report establishes any
differences with respect to the original plans. Some projects, such as
public-private partnership projects, require monitoring following
their completion.

https://www.esm.europa.eu/explainers
https://www.esm.europa.eu/explainers
http://www.eib.org/about/governance-and-structure/organisation/services/entity/tmr/index.htm
http://www.eib.org/about/governance-and-structure/organisation/services/entity/tmr/index.htm
http://www.eib.org/about/governance-and-structure/organisation/services/entity/pj/index.htm
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Post program /
project

monitoring

The ESM has established an Early Warning System (EWS) to detect loan
repayment risks and allow for corrective actions. The EWS also applies to
EFSF loans. The objective is to determine a programme country’s ability
to repay its loans. This requires an assessment of the country’s short-term
liquidity, market access, and the medium- to long-term sustainability of
public debt. This work takes into account and complements the fiscal and
debt sustainability analysis that the European Commission and the
European Central Bank (ECB) perform during and after a programme.

(Art. 13(6) TESM and ESM Explainers: “How the ESM ensures that loans
are repaid”

In general, EWS takes place together with the Commission which, in
liaison with the ECB, conducts regular review missions in the Member
State under post- programme surveillance to assess its economic, fiscal
and financial situation. Every six months, the Commission communicate
its assessment to the competent committee of the European Parliament,
to the Economic and Financial Committee and to the parliament of the
Member State concerned and shall assess, in particular, whether
corrective measures are needed. (Art 14 Regulation 472/2013)

Ex post evaluations, which originally focused solely on EIB activities,
have been extended to encompass those of the EIB Group (EIB plus the
EIF) and now also include the evaluation of the EIF’s venture capital
operations.

Operations Evaluation (EV) carries out independent ex post evaluations
of EIB and EIF activities with two aims:
 accountability: to assess whether EIB’s activities have been in line

with its policy mandates and the strategies that have derived from
them, and if these activities have delivered as expected; and

 lessons learned: identifying possible areas of improvement that can
be applied to Group activities to increase performance in the future.

EV work is carried out mainly at a thematic level. This can be by sector,
mandate or financial product. Geographical scope is usually by region or
sub-region, while the temporal scope is typically 10 years, but this can be
revised.

The studies and evaluation reports enable the EIB Group to draw lessons
from past experience. The purpose of the recommendations that are
made is to improve future operations and report on the implementation
of EU policies. (EIB: Monitoring, EIB: Operations Evaluation)

http://www.eib.org/projects/evaluation/index.htm
https://www.esm.europa.eu/explainers
https://www.esm.europa.eu/explainers
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:140:0001:0010:EN:PDF
http://www.eib.org/projects/cycle/monitoring/index.htm
http://www.eib.org/projects/evaluation/index.htm
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Capital, funding and auditing

ESM EIB

Own capital and
funding

The ESM has a subscribed capital of EUR 704.8 billion.

The financial contribution of each ESM member to the ESM capital is
based on the capital key of the European Central Bank, which reflects the
respective country’s share in the total population and gross domestic
product of the euro area (see Annex).

The ESM authorised capital is divided into:
 paid-in capital, now EUR 80.5 billion. It is invested in high quality

liquid assets and serves as a guarantee for the bonds and bills issued
by the ESM. It cannot be used to make loans.

 callable capital: EUR 624.25 billion. Called also “authorised unpaid
capital”, this amount may be called in accordance with terms set in
the ESM Treaty. The total value of callable shares stands at EUR 624
billion.

To finance its loans, the ESM borrows money from financial markets. This
is done by issuing bonds (with maturities of up to 43 years), bills and
other funding instruments. Due to its high creditworthiness, the ESM is
able to borrow money from the markets at much lower interest rates than
those charged to financially distressed countries.
Also, in accordance with Art. 21(1) TESM, ESM is empowered to borrow
from banks, financial institutions or other persons or institutions.
Borrowing activities are managed within an appropriate risk
management framework, as specified in the High Level Principles for
Risk Management and in the risk policies.

(Art. 8-11 TESM and ESM Explainers: “Raising Funds”)

The EIB has a subscribed capital of EUR 248.8 billion.

Each EU Member State’s share in the EIB’s capital is based on its economic
weight within the EU (expressed in GDP) at the time of its accession (see
Annex).

The EIB authorised capital is divided into:
 paid in capital and own reserves: 72.6 billion euros.
 callable capital: 221.6 billion euros. Member States have a legal

obligation to pay their share of the callable capital, if required for the
Bank to meet its obligations.

(EIB Investor presentation)

EIB's lending activities are mainly funded via bond issuance in the
international capital markets. EIB's debt products are purchased by
both institutional and retail investors internationally.

The overall objective is to optimise the funding cost on a sustainable
basis. This strategy, and support from EU Member State shareholders,
has enabled EIB to establish a distinctive market positioning as a
sovereign-class benchmark borrower.
(EIB: Borrowing Strategy)

Under its Statute, the Bank is authorised to have maximum loans
outstanding equivalent to two and a half times its subscribed capital, that
is EUR 608.6 billion

https://www.eib.org/attachments/fi/eib-investor-presentation.pdf
https://www.esm.europa.eu/sites/default/files/esm_borrowing_guidelines_dec_2016.pdf
http://www.eib.org/investor_relations/overview/borrowing/index.htm
https://www.eib.org/attachments/general/statute/eib_statute_2020_03_01_en.pdf
https://www.esm.europa.eu/sites/default/files/2016_12_15_esm_hlprm.pdf
https://www.esm.europa.eu/sites/default/files/2016_12_15_esm_hlprm.pdf
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
https://www.esm.europa.eu/explainers
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Auditing

 The Board of Auditors is an independent oversight body of the ESM.
The Board of Auditors inspects the ESM accounts and verifies that the
operational accounts and the balance sheet are in order. It audits the
regularity, compliance, performance, and risk management of the
ESM and monitors the ESM internal and external audit processes and
their results.

 The Internal Audit function is an independent and objective
assurance function, reporting directly to the ESM Managing Director.
It is designed to add value and improve the ESM's operations. It
assists the ESM by bringing a systematic and disciplined approach to
evaluating and improving the ESM’s risk management, internal
control and governance processes.

 External audit is conducted by independent auditors approved by
the Board of Governors and responsible for certifying the annual
financial statements. The external auditor examines the ESM
Financial Statements in accordance with generally accepted auditing
standards. As defined in the ESM Treaty, the external auditor has the
power to examine all books and accounts of the ESM and obtains all
information about its transactions. The audit findings in relation to
the ESM Financial Statements are reflected in the external auditor’s
report on the Financial Statements as contained in the ESM Annual
Report. The work of the external auditor is monitored and reviewed
by the Board of Auditors.

 The Board of Governors shall make the annual report accessible to
the national parliaments and supreme audit institutions of the ESM
Members and to the European Court of Auditors.  (Art.30 ESM
Treaty).

The EU Court of Auditors has no jurisdiction over the ESM.

The Audit Committee is an independent body answerable directly to the
Board of Governors and responsible for verifying that the operations of
the EIB have been conducted and its books kept in a proper manner (in
compliance with the EIB Statute and the Rules of Procedure). At the
time of approval of the financial statements by the Board of Directors, the
Audit Committee issues its statements thereon. The reports of the Audit
Committee on the results of its work during the preceding year are sent
to the Board of Governors together with the annual report of the Board
of Directors.

The Audit Committee is composed of six Members, appointed by the
Board of Governors for a non-renewable term of office of six consecutive
financial years.

(Art. 12 EIB Statute)

In accordance with Article 287(3) TFEU, the Court of Auditors can audit
loan operations under the mandate conferred by the EU on the Bank as
well as the operations managed by the Bank that are guaranteed by the
general EU budget. To that end, a "Tripartite Agreement" has been
adopted by the Commission, the Court of Auditors and the EIB.

https://www.esm.europa.eu/esm-governance
http://www.eib.org/about/governance-and-structure/statutory-bodies/audit_committee/index.htm
http://www.eib.org/attachments/general/statute/eib_statute_2013_07_01_en.pdf
http://www.eib.org/infocentre/publications/all/rules-of-procedure.htm
https://www.esm.europa.eu/how-we-work/internal-audit
https://www.esm.europa.eu/how-we-work/external-audit
http://www.eib.org/attachments/general/statute/eib_statute_2013_07_01_en.pdf
http://www.eib.org/infocentre/publications/all/tripartite-agreement.htm
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
https://www.esm.europa.eu/sites/default/files/20150203_-_esm_treaty_-_en.pdf
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ANNEX: Member States’ contributions to ESM and EIB capital

Sources: ESM CAPITAL; EIB CAPITAL and ESM CAPITAL; EIB CAPITAL own calculation.

https://www.esm.europa.eu/esm-governance
http://www.eib.org/about/governance-and-structure/shareholders/index.htm
https://www.esm.europa.eu/esm-governance
http://www.eib.org/about/governance-and-structure/shareholders/index.htm
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Country EIB capital
(Million €)

ESM capital
(Million €)

EIB votes
%

ESM votes
%

Malta 122.38 633.80 0.05 0.09
Estonia 206.25 1,302.00 0.08 0.18
Latvia 267.08 1,935.30 0.11 0.27
Cyprus 321.51 1,372.90 0.13 0.19

Luxemburg 327.88 1,751.90 0.13 0.25
Lithuania 437.63 2,863.40 0.18 0.41
Bulgaria 510.04 - 0.21 -
Slovenia 697.46 3,297.30 0.28 0.47
Slovakia 751.24 5,768.00 0.30 0.82
Croatia 1,062.31 - 0.43 -

Romania 1,639.38 - 0.66 -
Ireland 1,639.38 11,138.30 0.66 1.58

Hungary 2,087.85 - 0.84 -
Czech Republic 2,206.92 - 0.89 -

Portugal 2,263.90 17,553.40 0.91 2.49
Greece 3,512.96 19,704.40 1.41 2.80
Finland 3,693.70 12,574.40 1.48 1.78
Austria 6,428.99 19,471.80 2.58 2.76

Denmark 6,557.52 - 2.64 -
Sweden 8,591.78 - 3.45 -
Poland 11,366.68 - 4.57 -

Belgium 12,951.12 24,324.40 5.21 3.45
Netherlands 12,951.12 39,994.50 5.21 5.67

Spain 28,033.42 83,274.30 11.27 11.82
Italy 46,722.37 125,318.40 18.78 17.78

France 46,722.37 142,613.10 18.78 20.23
Germany 46,722.37 189,907.10 18.78 26.94

Total 248,795.61 704,798.70 100.00 100.00

Sources: ESM capital; EIB capital and own calculation.
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