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CAPE TOWN — The state-owned
Export Credit Insurance Corpora-
tion of SA (ECIC) is looking into
whether it should expand its role to
become an “eximbank”, which
would allow it to make loans
directly to exporters.

The investigation was
prompted by a request by the
Department of Trade and Industry
that it expand to become a fully
fledged trade finance institution.

Currently the ECIC can only
provide insurance to local banks
and institutions, on a loan that
exporters obtain from the bank. It
has a particular focus on emerging
markets in Africa that are consid-
ered too risky for insurers.

With an expanded mandate,
spokesman Dhesh Nelson said the
ECIC would be authorised to offer
loan facilities to finance export
trade. “This may entail the pro-
vision of working capital finance to
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exporters and the extension of
long-term loans to buyers of South

African goods and services,”
Nelson said.
Trade finance traditionally

covers both domestic and interna-
tional trade transactions and is not
limited to exports. It is provided by
banks and other financial institu-
tions and includes products and
services such as letters of credit and
bank guarantees.

A change to the ECIC’s man-
date, however, would require an
amendment or revision to its
founding legislation.

In his foreword to the ECIC
annual report, Trade and Industry
Minister Rob Davies noted that a
revision of the corporation’s found-
ing legislation was necessary to
enhance its global competitiveness.
He said 30% of SA’s export trade is
with the rest of Africa, most of it in
value-added goods and services.

“This underscores the strategic
importance of the African conti-
nent in our efforts to diversify our

export markets at a time when
trade with our traditional trade
partners has stagnated despite the
depreciation of the rand.”

The annual report noted several
risks facing the organisation in

future, such as the higher capital
and market conduct requirements
that will be imposed by the new
twin peaks model of financial reg-
ulation. The implementation of the
new requirements will increase the
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corporation’s operational costs.
Another source of concern 1is
the interest make-up scheme in
terms of which the Department of
Trade and Industry provides finan-
cial support to ensure that export

credit loans are competitively
priced. Last year, there was a delay
in the department paying claims of
R116m, which if repeated could
harm the corporation’s reputation,
the annual report said.

Corporation chairman Mo-
tshoanedi Lesejane said financial
support for the scheme had shrunk
in the past few years.

“As part of its strategy to grow
the business, the ECIC is diversi-
fying its portfolio away from tra-
ditional mining investments to
include infrastructure, power gen-
eration, telecommunications,
detence and other new projects in
various African countries.”

The corporation booked premi-
ums of R411m in the 2015-16 finan-
cial year, significantly lower than
the previous year’s Rl.8bn that
CEO Kutoane Kutoane said
reflected the cyclical nature of its
business. It made an underwriting
profit of R616m and earned invest-
ment income of R254m.
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