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Young farmers represent 17% of
the gap (estimated gap of EUR

& 28-42 million)
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Demand for finance
- Agriculture
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v' Purpose of bank loans

80%
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Investmentinnew  Working capital Investments onland Purchase ofland  Renting additional Other
machinery, land
equipment or
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Demand for finance
- Agriculture
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v' Applications to different types of financial products

Short-term loans & bank overdrafts Medium-term loans Long-term loans
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Access to finance -
Agriculture
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v 7% of farms discouraged from applying for loans for fear of rejections (against 9.7% EU
average)
v" Rejection rates for loan applications are in line with the EU average
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2% 10% 9% 300 8%
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European
“ ¥ #ficompass ,I' vestment .
The €4l bust

European
Commission



Main gap drivers
Agriculture
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Lack of credit history ——> *  Young farmers and new entrants

Lack of business history and experience

— * Young farmers
Lack of collateral ¢ Small farms with limited assets

Lack of financial knowledge ——> * Some segments in the farming population

might benefit form technical support

. : Limits on banking policies and risk
Supply side determinants diversification

* Market concentration

Economic viability Small and medium-sized farms

e

European
. Investment
Y #ficompass ’ Bank KL
The €U bust |




Recommendations - fif\com ass
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New rules under the new CAP offer the

A guarantee instrument open to all opportunity to design more targeted

farmers might facilitate access to credit, support package for young farmers and

in particular for small enterprises and small-sized enterprises through support

young farmers combination and possibility to finance
purchase of land

Small farmers and young farmers might
benefit from technical support, also in
combination with financial instruments

Possibility to finance stand-alone
working capital loans in the new CAP
might help to provide support to
farmers affected by weather events
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Financing gap —
Agri-food
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Small-sized entreprises
= Medium-sized entreprises
m Large-sized entreprises
Small-sized enterprises in the manufacturing of bakery and
farinaceous products particularly affected
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Demand for finance
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v' Purpose of bank loans

Investments in capacity expansion (processing 79%

equipment, buildings, transport vehicles, machines)

Inventory & working capital

Development of new products

Hiring and training employees (including seasonal
labour)

Refinancing

Others
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Demand for finance
Agri-food
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v' Applications to different types of financial products

55%

Short-term loans Medium-term loans Long-term loans Credit lines / bank overdraft
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Demand — Agri-food
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v result of loan applications in 2018

Loan products Credit line / bank overdraft
2%
1%
m Approved by financier ~ mRejected by financier I Rejected by you Pending

v' Discouraged enterprises represent 12% for loans and 15% for credit lines (EU 24 average 8%
and 7% respectively)
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Lack of collateral

Management skills and
financial awareness

Small-sized enterprises
* Start-ups and new entrants

* According to banks smaller enterprises might lack
sufficient management skills to successfully
implement investments
* Small enterprises refrain from applying for finance
considering the process too complicated and the

probability of having the request rejected as too high

Lack of credit history

 Start-ups and new entrants

Economic viability and

* Small-sized and micro enterprises
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Recommendations —
Agri-food

An assessment of the current
instruments and their ability to address
financial constraints of small-sized
enterprises and start-ups might be
usefuld

Combination of financial instruments

and grant support (including technical

support) offers opportunity to design

effective instruments for new entrants
and small-sized enterprises

EAFRD

A specific guarantee or risk-sharing
instrument for the sector might help to
address lack of collateral for investment

loans in the sector

The possibility to set-up a pilot equity
or quasi-equity financial instrument, to
support start-ups with innovative
projects might be analysed
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financial instruments R raming
Rural devel()pment fundingagreement = EU guidance

ex-ante assessment final
added technical support co-financing Ermre recipients

value seminars QOVErNance intermediaries investments

everage FAFRD fis¢dmpass

Agncu |tU e thematic objectives Targeted coachlng

business plan
equny
as‘;'}’\',fé’gs Th a n k private investors

Ifec cIe binati
RDP 9guarantees IreVolvmgy Seibintigs

conferences ban microfinance CAP

fund Of fu ndS Orﬁz?\ials managing authorities  factsheets
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