Світове господарство та міжнародні економічні відносини.
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THE CHANGES IN THE EXPORT CREDIT AGENCIES` POLICY CAUSED BY CORONAVIRUS 2019 CRISES IN THE WORLD TRADE MARKET

Formulation of the problem. Trade finance act as the lifeblood of the daily international trade in goods and services. Due to the significant impact of the Coronavirus pandemic (COVID-19) on the world trade market, concerns are growing with respect to the cost and availability of trade finance. In response to these concerns, governments are turning to their export credit agencies (ECAs) to step-in and attempt to fill the financing gaps. That is why it is extremely important to analyze the current changes in the ECAs policy and directions of their development. 
	The aim of the study. Export credit agencies play an important role in the world trade market. The purpose of this study is analyze the way ECAs adapt to the Coronavirus crisis and the determinate mainlines for their development. 
	The main research material. In the wake of the pandemic, the private sector is increasingly asking governments to maintain open funding channels and ensure that supply chains remain intact. International trade entities are looking for alternative sources of trade finance and official export credits. In response to these concerns, governments are turning to their ESAs to fill funding gaps, as was done in response to the 2008-2009 crisis [2].
	The current economic crisis driven by the COVID-19 pandemic is structurally different than the Global Financial Crisis of 2007-08, when liquidity spreads widened, and markets dried up. In parallel to the current financial market dislocation, COVID-19 is also putting tremendous pressure on many industrial sectors (e.g. aviation, shipping and energy) and the industrial downturn is having an impact on oil prices.
These factors have combined to increase the need for ECAs during this unprecedented climate, to not only step up and partner with the private capital sector, but to also to help support stressed supplychains and execution challenges, while continuing to manage the existing loan portfolio.
An Organization for Economic Co-operation and Development (OECD) survey shows that OECD countries and their ECAs have responded quickly and taken a number of measures aimed to fill those gaps, such as increasing capacity for ECAs to support, expanding working capital programs, introducing new facilities to support exports and exporters, and introducing more flexibility in terms of official support.
Governments have announced sizable liquidity stimulus packages, however, they are primarily focused on domestic policies to assist national companies to ride out the temporary industrial shut-down. We believe ECAs are well-positioned to deploy capital efficiently and has identified five recommendations that should enable access to capital and sustained export trade for critical infrastructure globally in the COVID-19 recovery phase:
1. Improving access to liquidity.
The COVID-19 pandemic and the attendant economic issues have created challenges for the commercial banking market to support the progression of global infrastructure projects. Banks are repricing indications previously issued and face challenges when pricing new business. ECAs need to react, as they did in the global financial crisis of 2007-08, by injecting liquidity to infrastructure projects in both emerging and developed markets.
2. Evaluating credit impact.
More than 100 countries are in discussion with the International Monetary Fund (“IMF”) for emergency funding to help combat the effects of COVID-19. In addition, many organizations are suggesting that debt relief should be considered for many emerging economies. This unprecedented situation will likely result in a number of sovereign and corporate credit rating downgrades at a time when access to capital for re-building economies and business volumes will be at its most critical. ECAs should remain pragmatic regarding credit capacity and focused on project / investment long-term fundamentals as opposed to the current short-term challenges.
3. Broadening financial product offerings.
Industrial companies are experiencing significant declines in revenues, new opportunities and order backlogs.

Table 1. 
Measures taken by ECAs in response to the Coronavirus pandemic (COVID-19)
	Broad category
	Sub-category
	Detailed measure

	Modification of the terms and conditions of official support
	Repayment flexibilities
	- Deferring loan repayments / Moratorium of loan payments
- Extending loan terms
- Extending restructurings

	
	Interest rate and fee flexibilities
	- Waiving all fees associated with extensions, including legal and documentation fees
- Waiving late interest and late fees
- Reduction of fees for exporters in case of new demand for insurance cover

	
	Changes in premium
	- Discounts on premiums 

	
	Cover changes
	- Expansion of the ST facilities to marketable risks 
- Willingness to take on greater risk than in the past when assessing new buyer coverage requests
- Increase of the maximum percentage of cover

	
	Claim flexibilities
	- Shortening of claims waiting period
- Speeding-up of claims payment 

	
	Deferment of deadlines
	- Extension of the term of export pre-financing guarantee agreements

	
	National content changes
	- Flexibilities to national content rules

	
	Flexibilities for cancellations
	

	Working capital
	Increasing facilities
	

	
	Cover changes
	- Increased maximum cover

	
	Repayment flexibilities
	- Extension of the repayment period of loans, extension of duration to fulfil export commitments for loans

	Increased capacity
	
	- Increasing ECAs’ statutory limits, Special government-back programs, etc.

	New facilities
	Insurance/ Guarantee facilities
	

	
	Direct lending programs
	

	Other
	Application flexibilities
	- Faster processing of applications
- Discounted services (credit research service)

	
	Documentation flexibilities
	- Moratorium on deadlines for submitting documentation and financial reports

	
	Reinsurance schemes with private insurers
	


Source: [4]
Cash and receivables have decreased, with companies rightly focused on paying employees and suppliers. Lenders are facing challenges in taking any unsecured risk, even with short-term purchase receivables. The creation of additional payment solutions will allow customers to manage immediate cash flow needs, whilst supporting exporters to remain as competitive as possible. ECA support can enable these infrastructure projects to move forward, facilitating exports and securing jobs.
4. Adjusting sourcing and content requirements.
Supply chains and the labor workforce are constrained in the current COVID-19 environment. Exporters will face disruption and potentially be forced to adjust or re-focus supply chains in order to adapt to an evolving situation during the global recovery phase. It is likely that more localization requirements will be introduced to help re-build economic activity. ECAs can support domestic manufacturers by softening their content policies to adapt to supply chain disruption and build stronger/more robust re-insurance agreements with global ECAs.
5. Restructuring existing loan portfolio.
Borrowers of infrastructure capital will be increasingly challenged to service, as well as comply with covenants, on their existing loans as a result of cash and liquidity constraints. Execution schedules on many projects are facing delays due to supply chain issues, with an uncertain impact on the overall final commissioning of projects. ECAs need to be proactive and pragmatic when evaluating potential restructure requests.
Survey responses also indicate that ECAs appear to be focusing on SME (small- and medium-sized enterprises) exporters, who are particularly vulnerable to the crisis. These include measures to address the availability of domestic finance (working capital), which allow exporters to cover the cost of the products they produce for export, as well as through trade finance to support their exports to foreign buyers.
Finally, although most of the reported activities were not sector-specific, several ECA indicated that they were considering targeted measures to help those sectors most affected, such as the aircraft and cruise ship sectors (many ECAs work with borrowers to restructure payments in current operations).
The OECD is supporting governments during the crisis by providing them with a forum for exchanging information and practices related to export credit agencies and products, and will continue to monitor developments.
The nature of the measures taken seems to be geared in a slightly different direction in comparison to those taken in response to the 2008-2009 global economic crisis, where measures linked to an increase in capacity were the most prevalent. However, since the effects of the Coronavirus pandemic (COVID-19) on the economy are still unclear, measures taken by ECAs and governments are likely to evolve as more light is shed on the possible financing gaps [2].
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