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2012 was a challenging operating environment for 
the countries where the EBRD invests. The Bank’s 
priority throughout the year was to maintain its 
position as a reliable partner that is able to help its 
clients and countries of operations restore a path 
of sustained economic growth in the future. The 
Bank delivered another year of strong performance, 
providing financing of €8.9 billion to nearly 400 
clients across more than 30 countries, expanding  
its mandate into new potential recipient countries, 
and ending the year in a strong position for the  
work ahead. 
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OPERATIONAL RESULTS
The EBRD continued to deliver strong operational performance 
in 2012, providing effective support in an economic climate 
that continued to present major challenges for the Bank’s 
countries of operations. In an historic year for the EBRD, 
Egypt, Jordan, Morocco and Tunisia were granted the status 
of potential recipient countries under Article 18 of the 
Agreement Establishing the Bank and the Bank continued 
to lay the foundations for future growth in the southern and 
eastern Mediterranean (SEMED) region by creating the SEMED 
Investment Special Fund (SEMED ISF) to enable financing of 
projects within the region until such time as they become full 
countries of operations. 

For the third consecutive year, the EBRD sustained its annual 
business volume at close to €9 billion (€8.92 billion compared 
with €9.05 billion in 2011), delivered via a record number of 393 
operations, up from 380 in 2011. This total included the Bank’s 
first six commitments of €181 million to the four potential 
recipient countries of the SEMED region, with project approvals 
beginning in earnest in the final quarter of the year following the 
necessary resolutions of each country’s membership status.

Focus was maintained on the transition impact potential of the 
Bank’s activities, with 92 per cent of projects signed in 2012 
considered to have good or excellent transition impact potential. 
The Bank’s mandate to deliver transition and reform by working 
with the private sector was reflected in 2012’s private sector 
share of the Bank’s annual business volume of 80 per cent, a 
rise on 2011’s 77 per cent.

The Bank seeks to maximise the impact of its activities through 
several strategic initiatives which are designed to underpin the 
Bank’s work in less-developed countries, as well as pursuing 
the challenges of climate change mitigation and sustainable 
energy, which are key tenets of the EBRD’s strategy throughout 
its region of operations.

The EBRD’s Sustainable Energy Initiative (SEI) aims to mitigate 
and adapt to climate change and improve energy efficiency. In 
2012 the Bank delivered strong results under the SEI, with €2.3 
billion of annual business volume directly related to SEI activity. 
This will result in 8.8 million tonnes of CO2 emissions reductions 
and a saving of 2.79 million tonnes of oil equivalent in energy 
consumption. Of particular note was that the SEI passed the 
€10 billion EBRD business volume mark since its inception in 
2006. 2012 saw the launch of SEI (Phase 3) which will operate 
from 2012 to 2014, underpinning the Bank’s key objective of 
promoting economic competitiveness and growth which needs 
to be based on a low-carbon foundation.

For the fifth consecutive year, more than 30 per cent of the 
Bank’s annual transactions were undertaken in the early 
transition countries (ETCs) with record business volume of €1.1 
billion in 2012. Since most companies are locally owned, and 
considered to be small and medium-sized enterprises (SMEs) by 
international standards, the EBRD has become more innovative 
and efficient at delivering financing in small amounts – 85 per 
cent of financings have been less than €10 million, with the 
average commitment size around €2.5 million.

Around a quarter of ETC transactions were completed in local 
currency, demonstrating the importance the Bank places on 
the creation of conditions and financial infrastructure that make 
local capital markets viable and local currency debt attractive 
for lenders, borrowers and investors. The Local Currency and 
Capital Markets Development Initiative (LC2) is one of the 
key strategic priorities of the Bank, providing a coordinated 
approach to policy dialogue, the Bank’s investment and Treasury 
operations, and legal and regulatory technical assistance.

Projects were undertaken in each of the Bank’s existing  
30 countries of operations and in each of the four potential 
recipient countries in the southern and eastern Mediterranean 
region. Business volume in the Central Asia region accounted 
for 10 per cent of 2012 activity; eastern Europe and the 
Caucasus: 17 per cent; south-eastern Europe: 17 per cent; 
Russia: 29 per cent; central Europe and the Baltic states:  
14 per cent; Turkey: 12 per cent; and the southern and eastern 
Mediterranean region: 2 per cent. The Bank continued to 
support key economic sectors in line with its operational 
strategy. Projects in the diversified corporate sectors accounted 
for 28 per cent of 2012 business volume; 32 per cent went to 
the financial sector, with a priority for SME financing; and the 
energy and infrastructure sectors accounted for the remaining 
41 per cent.

Gross disbursements reached €6.0 billion in 2012 compared 
with €6.7 billion in 2011, reflecting the high level of signings late 
in the year which will disburse in 2013. As a result, the Bank’s 
operating assets increased to €26.5 billion at end 2012, up 7 
per cent compared with the end-2011 level of €24.8 billion. 

The Bank’s activities continued to be strongly supported by 
donor funding, including the Special Funds programme and 
Technical and Investment Cooperation Funds.

These broad-based results reflect the EBRD’s ongoing 
commitment to support its countries of operations in helping  
to build and strengthen open-market economies.
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FINANCING SMALL BUSINESS
Kyrgyz Republic

The Bank under the Medium-sized Co-Financing Facility co-financed a US$ 500,000  
(€378,788 equivalent) loan with Kyrgyz Investment and Credit Bank, one of the EBRD’s  
partner banks in the Kyrgyz Republic to Osko LLC, a producer of dried fruits and natural 
compote and bio kvas (traditional Russian beverages) in the Kyrgyz Republic. The company 
exports around 85 per cent of its total production, of which 70 per cent is exported to  
Russia and 15 per cent to Kazakhstan; with the remaining 15 per cent of products sold  
in the Kyrgyz market. 

The project involved the purchase of a new packing line for dried fruits, which will enable  
the company to improve the quality of its packaging (as per market requirements) and increase 
its sales of dried fruits as finished products and an extension of maturity of  
its short-term debt.
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CASE STUDY
ADDRESSING ENERGY SUPPLY AND SECURITY
Jordan

The EBRD is providing a US$ 100 million (€76 million 
equivalent) loan for the construction and development  
of the Al Manakher power plant in Jordan, in a transaction 
aimed at helping to address the country’s acute energy 
shortages and ensuring the security of future energy 
supplies. The construction of the new plant, located  
15 km east of the Jordanian capital, Amman, is urgently 
needed to provide extra capacity to prevent blackouts at 
times of peak demand and to secure short-term electricity 
supplies to Jordan at a time when demand is growing 
rapidly. In the medium term it will also help prepare the 
Jordanian electricity grid for the greater use of renewable 
energy sources. Jordan currently imports over 95 per cent  
of the energy it consumes.

CASE STUDY
PROVIDING EQUITY FOR SMEs
Morocco, Tunisia and Egypt

The Maghreb Private Equity Fund III (MPEF III) is the 
third Maghreb-focused fund managed by AfricInvest-
TunInvest, one of the most established local private 
equity players in the region. MPEF III, which has a target 
size of €200 million, will focus primarily on providing 
equity, quasi-equity and equity-linked debt financing to 
SMEs. The EBRD is participating in the fund with €20 
million commitment for investment in Morocco, Tunisia 
and Egypt.
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FINANCIAL RESULTS
The Bank continued in 2012 to experience good financial 
health with a strong capital position, high levels of liquidity  
and continued strong support from its shareholders. 

The Bank recorded a net realised profit of €1.0 billion before 
provisions, unrealised losses on share investments and other 
unrealised amounts (2011: €866 million). Including provisions 
and unrealised amounts, net profit rose to €1.0 billion for 2012 
compared with €173 million for 2011. The increase compared 
with 2011 reflects the change in unrealised equity fair values, 
which registered a gain of €57 million in 2012 compared with 
a loss of €586 million in 2011. This portfolio is valued at €0.4 
billion above cost. The contribution from share investments to 
the Bank’s income statement is expected to continue to show 
significant variability from year to year, given the volatility of 
equity markets and the timing of exits. 

The Bank’s portfolio of investment operations (including 
undisbursed commitments) increased to €37.5 billion13 by  
the end of 2012, an 8 per cent uptick on the 2011 year-end 
level of €34.8 billion. Reflows were 19 per cent higher than  
in 2011 as a consequence of both robust repayment levels 
from the Bank’s loan portfolio and divestments of around  
€0.6 billion from the Bank’s equity portfolio. Gross 
disbursements reached €6.0 billion in 2012 compared with 
€6.7 billion in 2011, reflecting the high level of signings later 
in the year which will disburse in 2013. The Bank’s projects 
attracted additional financing of €17.4 billion during 2012 
(2011: €20.8 billion) with the Bank directly mobilising  
€1.2 billion of syndicated loans (2011: €1.0 billion). 

The performance of the Bank’s loan assets still remains 
relatively strong: the average credit profile of the portfolio has 
been improving since 2009 and was relatively stable in 2012, 
and the non-performing loan ratio remained at 3 per cent. 

The value of assets under Treasury management at 
31 December 2012 was €20.5 billion compared with €17.6 
billion at the end of 2011. Treasury operations reported an 
operating profit of €202 million before hedge accounting 
adjustments, compared with €113 million in 2011. Despite 
continued rating downgrades of Treasury counterparties, the 
EBRD continued to maintain a superior average credit risk 
during 2012 by investing new liquidity in triple-A rated sovereign 
and other highly rated assets. Credit quality was also enhanced 
by increasing the Bank’s senior collateralised exposures (such 
as covered bonds) while reducing investments in subordinated 
debt. Non-performing assets in the Treasury portfolio are 
very low at €52 million, or 0.3 per cent of the portfolio. This 
represents an improvement since 2011 as the Bank has 
managed down several legacy assets from the 2009 crisis. 

The Bank’s capital strength is reflected in its triple-A rating, 
with a stable outlook, which was reaffirmed by all three  
major rating agencies in 2012. The Bank raised €6.3 billion  
of long-term funding in 2012 under its annual borrowing 
programme, with an average maturity of 4.1 years. 
The bonds were issued in 12 currencies, with US dollar 
issuance accounting for 60 per cent of the total. This included 
two new five-year benchmark bonds of US$ 3 billion 
(€2.3 billion equivalent) and US$ 1.5 billion (€1.1 billion 
equivalent), which saw significant demand from a global 
investor base comprising predominantly central bank investors. 

The EBRD continued to focus on budgetary discipline, effective 
cost controls and a proactive cost-recovery programme during 
2012. General administrative expenses for 2012 were €296 
million (2011: €270 million). Sterling general administrative 
expenses for 2012 totalled £260 million (2011: £229 million).

Overall, the EBRD’s reserves increased to €7.8 billion at the end 
of 2012 (2011: €7.0 billion), reflecting the net profit for the year. 

Full details and the financial statements are provided in the 
EBRD’s Financial Report 2012.

DONOR-FUNDED ACTIVITIES
Grants from donor countries, co-financing with other 
international financial institutions (IFIs) and funding from the 
EBRD Shareholder Special Fund (SSF) are crucial in addressing 
transition challenges in the EBRD’s countries of operations. In 
2012, these funding sources supported vital programmes and 
key strategic initiatives across almost all parts of the EBRD’s 
activities. Total donor funding contributed in 2012 amounted to 
almost €178 million.

Donor-funded operations in 2012 reflect both the region’s 
needs and the Bank’s emphasis on deploying an integrated 
approach that combines investment, technical cooperation 
and policy dialogue to pursue reforms on a transformational 
scale. Focus areas included sustainable energy; structural 
reform in the transport sector; institutional and operational 
improvements to municipal and environmental services; gender 
equality; and small business finance and advisory support. 
Moreover, donor support has been critical to the achievements 
made by the Bank in 2012 in sustaining and expanding its 
impact in early transition countries (ETCs) and laying the 
necessary foundations for success in the new SEMED region. 
Donor funding for activities in the SEMED region stands at 
nearly €60 million.

The Bank’s Donor Report for the year provides further 
information, including details of key measures introduced by 
the Bank following the completion of the Grant Co-Financing 
Strategic Review. These measures expand on the three 
principles of effective grant management employed by the 
Bank which include: strategic alignment in planning and 
prioritisation; quality and efficiency in reporting; and 
responsiveness to donors.

EXPANSION INTO SEMED 
The southern and eastern Mediterranean is the latest region 
in which the EBRD is working to support economic change in 
emerging democracies. It was a key focus for the Bank during 
2012 in the wake of the historic changes that took place across 
the Middle East and North Africa in the previous year.

In response to calls from the international community  
and from emerging Arab democracies themselves, in May 
2012 the EBRD’s shareholders gave unanimous backing to the 
expansion of the Bank’s mandate, allowing future activities in 
the southern and eastern Mediterranean (SEMED) region which 
includes Egypt, Jordan, Morocco and Tunisia. The  
EBRD is applying the lessons of over 20 years of experience –  
gained through supporting the process of economic and 
democratic change in its current countries of operations  
into this new region.

13 This figure includes undrawn commitments of €11.0 billion and operating assets at €26.5 billion.
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The Bank moved swiftly and effectively in 2012 to implement 
a three-stage process for launching activities in the SEMED 
region; assisted by strong support from donors. The first 
three quarters of the year focused on the initial phase, during 
which cooperation funds allowed the Bank to start research 
work, identify and prepare investment projects, build the 
capacities of prospective clients and foster cooperation with 
other institutions active in the region. The Bank also engaged 
with governments, business, civil society representatives 
and international financial institutions (IFIs) to develop its 
understanding of country priorities, including a well-attended 
series of high-level stakeholder conferences under the 
“Transition to Transition” Initiative.

The EBRD opened its first office in the SEMED region in Egypt  
in January 2012, followed shortly thereafter by Morocco, Tunisia 
and Jordan. The Bank appointed a managing director for the 
region in April 2012 and has started to build a team, both 
through local recruitment and the use of existing staff with 
transferrable expertise.

At the Bank’s Annual Meeting in May 2012, the EBRD Board  
of Governors allocated €1 billion from the Bank’s net income  
to implement early investment operations. The Bank moved into 
the second phase with the initialisation of investments through 
these Special Funds following the EBRD’s Board of Governor’s 
decision in September 2012 to grant Jordan, Morocco and 
Tunisia the status of potential recipient countries under Article 
18 of the Agreement Establishing the Bank, followed by Egypt 
in November 2012.

As of 31 December 2012, the Bank had signed six  
investment transactions, representing a total EBRD 
commitment of €181.0 million. 

The final and third phase will launch full-scale activities once 
relevant changes to the Bank’s founding Articles have been  
fully ratified. Subject to this ratification, the EBRD has the 
capacity to invest up to €2.5 billion in the SEMED region  
by 2015.

THE EBRD’S PRIORITIES IN THE SEMED REGION
The Bank’s overall goal in the SEMED region is to improve 
financing of the private sector, in particular small and medium-
sized enterprises (SMEs), via investments in loans and equities, 
while providing support and expertise through policy dialogue, 
capacity building and other forms of technical assistance. More 
specifically, foundation work conducted by the Bank during 
2012 has identified the following initial priorities:

•	 develop credit lines and assistance to SMEs, whose 
development has a major impact on economic growth  
and job creation

•	 enhance the agribusiness value chain by boosting yields, 
logistics and resource efficiency. The Bank will seek to build 
efficient production methods in agriculture by supporting the 
development of a more competitive agro-processing industry

•	 build capacity for risk-taking and product innovation in the 
banking sector, in order to enable the sector to reach new 
groups of customers and address needs that are currently 
undersupplied. The development of local capital markets 
together with other IFIs will also be a key objective €178 

MILLION

TOTAL DONOR FUNDING IN  
2012 AMOUNTED TO ALMOST

•	 support renewable energy and energy efficiency 
investments. The Bank will assist governments in unbundling 
and gradually liberalising the sector while strengthening 
regulatory agencies. Energy efficiency practices should be 
introduced throughout all sectors of the economy

•	 develop non-sovereign solutions for infrastructure. There are 
significant investment needs in infrastructure which cannot 
be financed from fiscal sources alone. Decentralisation of 
municipal services, the involvement of the private sector and 
other approaches, together with solid regulation in order to 
ensure best value for users will be important in all SEMED 
countries in the coming years.

DONOR FUNDING FOR SEMED € million

SEMED Multi-Donor Account

Australia 0.5

Finland 3.5

France 3.0

Germany 1.0

Italy 0.5

Netherlands 2.0

Norway 5.0

Sweden 1.0

United Kingdom 5.8

Other

EU Neighbourhood Investment Facility 20.0

EBRD (from net income) 20.0

INVESTMENT DEVELOPMENT AND POLICY 
DIALOGUE INITIATIVES
With strong support from its donors and in cooperation with 
other IFIs and a wide range of other partners and stakeholders, 
the EBRD worked on a number of important strategic initiatives 
in 2012. 

These included technical cooperation programmes such as 
the Private Sector for Food Security Initiative, which is now 
operational throughout the EBRD region (including the SEMED 
countries), and the Local Currency and Local Capital Markets 
Development Initiative (LC2), where highlights in 2012 include 
the facilitation of pilot corporate bond issues in several early 
transition countries. The Bank continued to expand its Gender 
Action Plan during 2012 and, as a result, is now planning to 
scale up this area through the development of a complete 
Gender Strategy in 2013. 
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International cooperation and policy dialogue activities during 
2012 saw the Bank continuing to play a leading role in The 
European Bank Coordination Initiative, also known as the 
Vienna Initiative. Launched in January 2009 at the height of 
the financial crisis, the Vienna Initiative brings together all the 
key stakeholders in the EU-based cross-border bank groups 
that are active in emerging Europe. The EBRD has been actively 
involved in 2012 in shaping “Vienna 2.0”, shifting the focus 
of collaboration from crisis response to crisis prevention and 
financial stability. 

An important step for the Bank in the context of the Vienna 
Initiative was agreement with the European Investment Bank 
(EIB) and the World Bank in November 2012 on a Joint IFI Action 
Plan for Growth in Central and South Eastern Europe. The Action 
Plan, a direct response to the continuing impact of eurozone 
problems on the economies of emerging Europe, includes more 
than €30 billion of joint commitments for the period 2013-14 
(for more information on the breakdown of commitments, 
see Chapter 4: “Governance and cooperation”). 

TRANSITION PROGRESS IN THE EBRD 
REGION: DEMOCRATIC AND MARKET 
REFORMS
The EBRD promotes democratic reform in the region in which 
it operates in accordance with its Article 1 mandate, which 
states that the Bank’s purpose is to foster transition to open 
markets in countries committed to and applying principles of 
multi-party democracy, pluralism and market economics. In 
2012, progress in democratic reform in some parts of the EBRD 
region was strong, while elsewhere reforms stagnated. Reform 
progress was most pronounced in countries starting out on the 
democratic path, such as post-revolutionary Egypt and Tunisia, 
although there have been setbacks and episodes of turbulence 
along the way. The democratic transition process is likely to 
remain uneven for all countries in the southern and eastern 
Mediterranean (SEMED) region. Countries in the Western 
Balkans region remained on the democratic reform track, 
supported by the process of EU integration and by intensified 
regional cooperation. However, populism and inter-ethnic 
tensions continue to hamper the democratic consolidation 
process. Several countries in the European Neighbourhood – 
Armenia, Georgia, Moldova – strengthened their democratic 
credentials with free and fair elections and the formation of 
reform-minded governments, and two countries in Central 
Asia – the Kyrgyz Republic and Mongolia – made further 
democratic gains.  

Elsewhere in the EBRD region democratic reforms were more 
mixed. At the end of 2011 and in 2012, the new generation  
of Russia’s urban middle class began to position itself as a  
more determined political force. The authorities responded  
at first with a willingness to advance certain democratic reforms 
and organised more open presidential elections in March 
2012, but other measures – such as laws that threaten to 
limit the freedom of assembly and association and infringe on 
civil society – went in the opposite direction. In Ukraine, the 
significant progress made towards strengthening democratic 
institutions and revitalising civil society in recent years has been 
dented by perceptions of the selective application of justice 
and pressure on independent media. Democratic progress 
in most other CIS countries was at best slow, and concerns 
regarding widespread corruption, weak adherence to the rule 
of law, and human rights violations were noted by prominent 
international organisations and civil society representatives. 
The Bank continued to be seriously concerned about the lack of 
democratic reform progress in Belarus and Turkmenistan and 

continued to employ a calibrated strategic approach  
to operations, matching its activities to progress against  
well-defined political and economic benchmarks.

The Bank’s Transition Report 2012 found that the year  
to mid-2012 was another difficult one for reform in the  
transition region as growth prospects had again weakened  
and the economic outlook had worsened. Some countries have 
not yet fully recovered from the impact of the 2008-09 crisis, 
and a few have slipped into recession again. There have also 
been isolated signs of populist dissatisfaction with painful 
economic adjustments. However, despite an exceptionally 
difficult few years, most of the reforms introduced in the 
previous two decades are still intact. There has not been a 
significant reversal of transition in any country in response 
to the crisis. Policy-makers are still broadly committed to the 
principles of markets, competition and open trade; Montenegro 
and Russia have joined the World Trade Organization (WTO) in 
the past year, and Croatia is on the verge of accession to the 
European Union (EU). 

However, there has been more regression in certain respects 
than in previous years, especially in the energy and financial 
sectors where state involvement has extended beyond what can 
be justified in the context of crisis response. Most importantly, 
there is no sign of the major reform drive that is still needed 
in most countries to boost growth rates towards their 
long-term potential.

To better define the transition goals and prioritise its activities 
as countries make progress, the EBRD makes an annual 
assessment of transition progress and remaining challenges  
for 15 sectors in all EBRD countries of operations. This 
assessment of “transition gaps” (classified as either 
“negligible”, “small”, “medium”, or “large”) is done in terms of  
the changes to market structure or market-supporting 
institutions necessary to bring them up to the standards of the 
most advanced market economies (for an extensive discussion 
of the methodology and all the scores, see the EBRD Transition 
Report 2012 or visit: www.ebrd.com/pages/research/
publications/flagships/transition.shtml).

While transition gaps are largely modest in central and eastern 
Europe and the Baltic states, the Bank remains additional 
in certain sectors. Credit to the private sector has been 
contracting in all countries except Poland and the Slovak 
Republic, and country authorities are seeking to develop 
alternative funding sources. All countries in south-eastern 
Europe still face a major transition agenda, notwithstanding  
the strong cumulative progress this region has made in the past 
years. This region is particularly vulnerable to fallout from the 
eurozone crisis and may need significant short-term assistance, 
especially in the financial sector. Transition gaps throughout the 
Western Balkans are assessed as medium or large in almost all 
cases, while those in Bulgaria and Romania, both EU members 
since January 2007, are lower on average but still significant in 
most sectors. 

For further information see Chapter 4.
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MEASURING IMPACT
The strategic portfolio management framework includes a continuous assessment of the 
Bank’s contribution to the transition process. In line with the internal transition impact rating 
methodology introduced in 1999, the institutional scorecard (approved annually as part of the 
budget process) contains a quantitative quality-at-entry target for transition impact potential 
for the new operations. It also quantifies a stock target related to the transition impact 
performance of projects during their implementation. 

The results in 2012 show substantial transition impact potential of the new operations signed 
by the EBRD, similar to previous years. The achievement of transition objectives is tracked by 
the set of measures/benchmarks for each sector. All projects are regularly monitored against 
established targets to ensure that the envisaged potential is ultimately achieved. Throughout 
2012, the performance of the EBRD’s portfolio from the transition perspective has been good 
and within the institutional targets established in the scorecard.

ENHANCING THE EBRD’S RESULTS FRAMEWORK
To reflect the ever increasing importance of the institutional results, the Bank undertook 
a thorough review of the way the organisation can enhance effective results management 
mechanisms through a number of internal task forces. The main focus of the review was 
enhancing a results framework for assessing and measuring the transition impact of all 
operations and activities – not only investment projects – and identifying the best measures 
to improve the external communication of the impact of activities. Work is currently under 
way on reviewing the internal procedures, incentive structure and measures of institutional 
performance, to ensure the effectiveness of results at the operational and institutional level.

In addition, an important aspect of this work was a review of the transition impact concept in 
light of evolving challenges in the region. The reshaping of the EBRD’s Evaluation Policy and 
the introduction of more refined donor reporting are also part of this complex exercise. The 
outcomes of this internal review of the EBRD’s managing-for-results system and enhanced 
communication of transition impact results will be reflected in next year’s Annual Report.




