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About the study

compass

« Completes the series of fl-compass studies on the financial
market for agricultural enterprises

« Computer-Assisted Telephone Interviewing survey (CATI)

based on a questionnaire developed by the DG AGRI and the
EIB

« Completed by 7,600 farmers across 24 EU Member States
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Market challenges fi()compass

EAFRD

Share of farms experiencing difficulties in the previous year
0 10% 20% 30% 40% 50%

ES

Access to market / outlets / shops 18.1%

Purchase prices of your production BEYASA

Costs of production BEYVET
Access to finance (bank loans) for investments  BRRIL
Access to finance (bank loans) for working capital B

Access to land 11.4%

* Production costs and sales prices were the main concern for many farmers in
the previous year

European

m « Farmers have more difficulties in accessing finance for investment than investment
SMEs in other sectors: 12% against 7% (based on SAFE survey data) P Thp el bt




Market challenges -

geographic distribution
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Access to finance (bank loans) for

working capital
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Why are loan fi{J compass
applications refused? EAFRD

Key reasons given by banks for refusing applications (multiple answers allowed)
0

&R

5%  10% 15% 20% 25% 30% 35% 40% 45%

Investment risks too high 44.2%

Banking policy (e.g. limits on lending to farmers) 27.0%

Lack of appropriate immovable collateral (land or buildings) 16.9% =
New farm business (considered too risky) 12.4%

Lack of credit history 12.3% 27%

Existence of other loans (i.e. certain indebtedness) 12.3%

Inadequate business plan 11.8%

Non-acceptance of livestock or other movable farm assets (e.g.... 10.1% >«
Economically unviable 8.0%

Lack of accounting records | 0.2%
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What about Young fi()compass
Farmers? A

Question - Key reasons given by the bank for refusing the application

0.0% 10.0% 20.0% 30.0% 40.0% 30.0% 60.0% 70.0%

Investment risks too high 60.2% -
P 18.0%

I 1s.8%

T 36.8%

I 24.2%

s 9.7%

N 14.6%

N 3.8%

Lack of credit history B 5.1% 35.6%
e 15.1%

Bl 5%

" 28.0%

N 18.3%

Banking policy (e.g. limits on lending to farmers)

\ 4

Lack of appropriate immovable cellateral (land or buildings)

Mew farm business (considered too risky)

Existence of other loans (i.e. certain indebtedness)

Inadequate business plan

B 1.6%
Mon-acceptance of livestock or other movable farm assets (e.g. [N 11.4% "
machinery) as collateral T 3.59%
. i B z2o0%
Economically unviable
I 29.0%
0.0%
Lack of accounting records
0.1%

Bunder 40 M over 40

53] 27% of applications from young farmers rejected vs 9% of older vestment
Gurpu farmers The €4 bust
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Summary of the key
findings

« Compared with SMEs in other sectors, agricultural enterprises
experience greater difficulties in accessing finance, since they are:

 Less successful in their applications for finance, especially young
farmers

» More likely to refuse the loan offer because the cost is perceived to be
too high

« Applying for bank finance much less often

« Seemingly more ‘discouraged’ to apply (based on the share of
en_terpr(iﬁes that did not apply due to fear of their application being
rejecte

« Relying more extensively on funding provided by private individuals
(e.g. relatives and friends)
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Flexible financial products for the
agricultural sector in the EU

b
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About the study

compass

« Assessment of ‘flexi’ products for agricultural sectors across the EU
and reviews their key characteristics

* Investigation of the need for and interest in these products among
financial intermediaries

o Evaluation of the potential for EAFRD financial instruments to
support such products further

« Based on:
« Screening of more than 200 financial intermediary web sites

. Diretct Interviews with almost 50 selected intermediaries operating in the
sector

23 flexible financial products were identified
« 11 analysed in detall
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Financial intermediaries e L
with dedicated financial fix,compass
products for agriculture FARRD

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Medium-term/investment loans

82%

Short term/working capital loans

80%
Long-term/investment loans I 67%
Creditlines I 57%
Advance of CAP direct payments [ 45%
Leasing T 33%
Other NN 28%
Loans to support RDP investments N 27%

N/A B 2%

» 82% of financial intermediaries offered medium-term loans for
investments followed by short-term loans for working capital (80%), and
long-term loans for investments (67%)

i i . . European
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Flexible and bespoke
financial products

Financial products

N/A
8.6% Bespoke

23.0%

Flexible

12.3%

Not Flexibile
56.1%

* More than 12% of financial intermediaries (with dedicated products for
agriculture) offer loans with some element of flexibility

» ‘Flexible’ products offered are mostly ‘on-demand’. The only ‘self-adjusting’
flexible product is the MilkFlex product in Ireland "' European

* Many financial intermediaries (23%) offer ‘bespoke’ products based on ank
farmers’ needs or specificities

compass
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Focus on flexible fi()compass
products e

Swedbank Spring sowing loan
Rural Development Loan through credit institutions
Foundation
Siauliy bankas AB Credit for purchase of agricultural land
Ulster Bank Dairy Farm Expansion Loan Scheme
Ireland Allied Irish Bank Dairygold Cooperative Loan Scheme
Bank of Ireland Dairyflex and Agriflex
Crédit Mutuel Modul’agri
KBC Bank KBC Agroflex Credit
GBS Bank Union Business Loan
§ Caixabank Agroinversion European
- Credit Agricole Finanziamento Scelgo lo Agricoltura Bk e ol bt
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Characteristics of flexible
financial products

EAFRD

77%

Prolongation of the duration

68%

Suspend repayment of capital

Reduce instalments [N 45%
Other [N 32%

Suspend completely the repayment [[NEGGGGEGEGEGEGEEGEEGGE 27%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

» Extending loan duration is the most common type of flexible
arrangement, used by 77% of the financial intermediaries followed by
suspension of capital repayment (68%) and reduced instalments (45%).

m - Complete suspension of capital and interest repayments is offered by "' et
27% of these financial intermediaries. Bank
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Benefits of flexible
financial products

Existing flexible financial schemes in agriculture are described as ‘very successful’ with
three main benefits:

compass

They enable a schedule that is more convenient for the farmer, and
taking better account of agricultural activity specifics

They help adjust (re)payments when unexpected changes happen
or when planned changes occur

The flexibility has a positive psychological effect and makes the
borrower feel more confident about the investment being
undertaken
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Conclusions

compass

Financial intermediaries see a need for ‘flexi’ products for agricultural
enterprises

Most financial intermediaries offer dedicated financial products of some
form, but not that many offer ‘flexible’ or ‘bespoke’ products

Financial intermediaries currently not offering ‘flexible’ products are
Interested in offering them — i.e. they see demand for this!

Majority of financial intermediaries, however, see a need for public
support in order to provide such flexible products

European
. nvestrment
¥ #ficompass I Bank e

16



European
Commission

fi{J compass

EAFRD

Joint Initiative for improving access
to funding for European Union
Young Farmers
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Funding combination
options

Managing
Authority

EAFRD
grant

contribution

Grant contributions to be
used for technical
assistance/training, interest
rate subsides and/or capital
grant payments to young
farmers

T 4

* X %
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Funding combination
options

Managing
Authority

EAFRD Financial
Instrument
contribution

EAFRD grant
contribution

_____________________

portfolio
guarantee

(either capped

| or uncapped)

BN Risk taken by EIF
(when capped)

Grant contributions to be used for
technical assistance/training,
interest rate subsides and/or capital
grant payments to young farmers

Guarantee rate up to 80%

Resources from financial

intermediary

fi{> compass

EAFRD

=
‘ Young
On-lending with transfer of EAFRD Farmers

financial advantage (lower interest
rates, longer tenors and/or lower

European
collateral requirements) ""“:““'“*
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19



Funding combination

fi{ compass

options FAFRD

Managing
Authority

EAFRD

EAFRD arant : - Option 1: Second loss guarantee
: 9 : Financial (under EFSI) to increase total
contribution Instrument guarantee provided by EIF

contribution Zseeesseeaareash IR '( ’" B

[ Financial Intermediary ] < BaK el bt

WS o , Option 2 : Loan
mm § = nS of up to 50% of
mu A n project
= investment
| Risk taken by EIB | ©
mleg ond/or EIF (when | T
portfolio aszisee) E 2
guarantee L ¢g
(either capped § oy
| or uncapped) [ g £
| I Risk taken by EIF g
(when capped)
-
Grant contributions to be used for Guarantee rate up to 80% On-lending with transfer of EAFRD
' \ ~ technical assistance/training, and EIB financial advantage (lower
——— \\\\ interest rate subsides and/or capital interest rates, longer tenors and/or Europaan
% grant payments to young farmers lower collateral requirements) , I , Investment
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Funding combination fi{> compass
options R

Managing
Authority

Advisory support

B fi{)compass

Agriculture and

Rural Development

EAFRD

EAFRD grant Financial Option 1: Second loss guarantee
: ] (under EFSI) to increase total
contribution Instrument guarantee provided by EIF

contribution e M | T =0
[ Financial Intermediary ] < Bank

e — Option 2 : Loan
| - » } ]
_— - h.‘ll;’"‘l"““ of up to 50% of
— project
= investment
| Risk taken by EIB S
|_ el g ond/or EIF (when < _
. uncapped s
portfolio pped) s 2
guarantee £
(either capped 0
| oruncapped) [ g £
(@]
. Risk taken by EIF <
(when capped)
-
Grant contributions to be used for Guarantee rate up to 80% On-lending with transfer of EAFRD
Z  \ ~ technical assistance/training, and EIB financial advantage (lower
— § interest rate subsides and/or capltal interest rates, |onger tenors and/or European
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