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Overview of the ECIC:

ECIC was established as an official export credit agency (ECA) of the South African
Government in 2001 under the auspices of the Department of Trade and Industry.
The mandate is to facilitate export trade by providing commercial and political
risk insurance for medium to long term export transactions of capital goods and
services. ECIC also provides political risk cover for cross-border capital
investments. This mandate is enshrined in our founding statute, the Export Credit
and Foreign Investment Insurance Act 78 of 1957 as amended.

The role of ECIC

The National Development Plan (NDP) has come to be seen as the blueprint for
South Africa’s rapid socio-economic development. Coupled with initiatives such as
the IPAP 5, the New Growth Path and export trade acceleration through the
evolving national export strategy, NDP seeks to among others increase SA Inc.
role in regional development and economic integration of the African continent
through industrialization and trade. South Africa is well positioned to play a
leading role in harnessing the full potential of African economies and will use our
manufacturing competencies to increase our diverse export trade with the rest of
the continent. ECIC’s role is to facilitate, enable and foster a stronger South
African economy by supporting exports of South African goods and services that
can drive domestic job creation and generate fiscal revenues for the country. To
this end, ECIC-backed funding has had a positive economic impact resulting in a
cumulative increase in GDP of close to R15 billion since our inception in 2001.
This has contributed to the creation of fixed capital, business expansion and jobs.

All of ECIC’s focus markets, including the African continent come with high risk
levels. In Africa more especially, there is a unanimous agreement that the
political risk associated with political instability, onerous and often unpredictable



regulatory environment and corruption are the major impediments to business
confidence. The policy environment does not provide the stability and guarantees
that investors require for undertaking long-term investment commitments to the
continent. Notable credit risks include liquidity shortages, heavy public debt,
dependence on volatile or single-tradable commodity and weak local currencies.
These are some of the major risks against which ECIC provides insurance cover to
exporters.

We note that The African continent is increasingly widely recognised as the next
growth frontier, buoyed by impressive growth in recent years. The medium to
long-term export credit insurance activity is still relatively small and under-
penetrated, with only a few countries operating significant ECA schemes.

We are part of the whole bouquet of initiatives and system of incentives provided
by the government through the DTI to enable SA Inc. to realize our competitive
advantage in the export of capital goods and services. Through our underwriting
role of bank loans against political and commercial risks, we enable bankers to
better mitigate the risk associated with financing exporters of capital to high risk
global destinations, especially Africa.

One key challenge is to compete effectively in terms of our offering with global
ECA’s which, given their larger underwriting capacity are able to offer more
competitive suite of solutions to their exporters, thus enabling them to acquire
more lucrative contracts in many high risk export destinations. However, | need to
say that we have been administering the interest make-up (IMU) scheme of the
DTI which enabled us over the years to offer our risk underwriting solutions with
highly subsidized interest which has proven very critical in enabling our banking
and DFI Partners to offer more competitively priced loans to exporters. While
there are budgetary constraints to the continuation of the scheme at the present
time, ECIC will continue to design new ways of providing attractive and flexible
solutions for our exporters to enable them to compete effectively in their external
markets.

The other major challenge is unlocking the export potential of the SME exporters.
This is a very important area of our future focus which is well supported by our



banking and other institutional support partners. Promoting SMEs access to pre-
and post- shipment financing is one area that ECAs the world over are grappling
with this challenge. How do we enable our SMEs access to trade finance
solutions? As | have already said, we intend spending considerable time and
resources over the next few years designing products and processes that will
address the issues of accessibility, transactions cost, turnaround time and
desirability of trade finance instruments on the part of our SMEs. The suite of
interventions include but not limited to performance bond guarantees, pre- and
post-shipment working capital support which could be an extension of our very
current boat builders’ programme etc. As part of this wider strategy, we intend to
jointly with the national DFIs (IDC, DBSA and PIC) re-look and investigate the best
manner in which the financial resources and ECIC risk solutions could be deployed
in the form of the one-stop-shop akin to a typical Exim bank. We may also start
introducing selectively, short-term export credit insurance products targeting
unmarketable risks that may not be attractive to existing short-term private
insurers. Our primary consideration in all this will continue to be complementing
rather than replacing our well-resourced private banking and credit insurance
partners.

Our approach will also require changes in the manner in which we conduct
business. It will involve promoting the ECIC brand to obtain a household status
within the exporter and cross-border investor community. With increased
visibility and profile the Corporation will stake out its claim to relevance and thus
be able to disseminate trade finance information about the opportunities in
foreign markets.

The Competitive Edge of the SA Inc.

Generally, South Africa trade with three distinct markets, the developed
economies of Europe and North America, the emerging markets of Africa,
especially SADC countries, and recently non-traditional markets such as India and
China. South African exports to the EU and Africa comprise significantly more
value-added products than those to BRICS member states. South Africa’s trade
performance in sophisticated. However, our value added exports have not been



comparable with that of the BRIC countries. At the sectoral level, whereas China
is at the centre of global value chains in manufactured goods, India controls
services, and both Russia and Brazil supply light manufactured goods and
agricultural produce. South Africa, on the other hand, is a very important mineral
supplier within and outside BRICS.

South Africa currently has significant competence and activity in a number of
upstream oil and gas service and supply areas, including the repair, maintenance
and upgrade of various kinds of oil and gas marine vessels. There are
opportunities in engineering services with respect to the design, fabrication and
construction of specialized modules or facilities for the oil fields, including storage
tanks, processing modules for offshore platform or onshore facilities, docking
facilities, tugs/barges, civil structures, platforms, etc. At the product level, South
African firms can provide equipment and materials such as pumps, valves, pipes,
motors, instrumentation, process equipment, etc. for the specialized needs of the
upstream industry.

South African firms are recognized as leaders in turnkey new mine design and
operations, mine safety, ventilation, tracked mining, geological services and shaft
sinking. Fuel cell technology and products that use platinum have been applied in
the tracked mining area, which includes rail-based track mining and the use of
underground locomotives. In addition, the level of South Africa’s development
and expertise in the ventilation area is considered to be much greater than in
comparable mining countries.

The Programme for Infrastructure Development for Africa (PIDA) and other
inter-regional infrastructure plans present opportunities for South African
exporters of electrical equipment, rural and urban electrification, the construction
of renewable energy plants, transmission and distribution networks and
substations, transport equipment, water and wastewater treatment solutions for
residential and industrial use.

There are also opportunities in agro-processing and other light manufacturing,
industrial electronics, transport and haulage equipment, mining equipment and
servicing, maritime related industries, tourism and so on. Most of these are



opportunities in which South Africa already has significant competencies. We
therefore see conditions as ripe for these opportunities on the continent to be
accessed by our country, exporter and investor community (SA Inc).

Way Ahead for ECIC Business

Our current exposure totals approximately R19.4 billion in capital projects
supported. Of this, 85 % is in African projects, 8% in the Middle East and 7% in
Asian countries. The major insured projects are from sectors such as mining, rail
infrastructure, telecommunications and energy (with mining presently taking a
lion’s share at about 45%). We intend to double our exposure over the next three
to five years, while promoting more diversified sector coverage. Obviously this
will depend largely on the appetite by other exporters and South African investors
in diverse sectors. Therefore the key objective is to grow the reach of ECIC in
diverse countries with focus in Africa, while increasing continually seeking to
reduce the concentration risk of our portfolio. We will strive towards rapid
growth realization of our portfolio without compromising on sustainability and
ethical conduct issues, which we adhere to in all our business evaluation
practices.



