
Assessment Study on the implementation 
of the “Cyprus Banks Loan for SMEs and 
MidCaps” Scheme 





 The Ministry of Finance of Cyprus, following the Decision of the Council of Ministers of the Republic of Cyprus, No. 81.692
of 25 November 2016, in cooperation with the European Investment Bank (EIB), decided to proceed to the preparation of
an Assessment Study for the implementation of the "Cyprus Banks Loan for SMEs and Mid-Caps" Scheme (“Scheme”)
under the Multi-Beneficiary Intermediate Lending (MBIL) framework of EIB.

 The Scheme provides for EIB to extend lines of credit to banks operating in Cyprus (the Financial Intermediaries) for
onward medium and long term lending (the Allocations), under favourable conditions (low interest rates and longer
maturities), to eligible SMEs (Small and Medium Enterprises) and Mid-Capitalization (Mid-Caps) enterprises (the Final
Beneficiaries).

 The realisation of the Scheme and the provision of lending to the private sector with favourable conditions, became
possible in 2014, during the peak of the financial crisis in Cyprus, due to the provision of sovereign guarantee of the
Republic of Cyprus.

 The Council of Ministers, with its Decision dated 20 February 2014, approved the initial issue of guarantees in favour of EIB
for an amount of up to €300 million. On 22 October 2015, the Council of Ministers approved the increase of the Guarantee
in favour of EIB to €500 million. On 25 November 2016, the Council of Ministers approved the increase of the Guarantee in
favour of EIB to €750 million.

Background
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More specifically the study has assessed the results/ impact/
benefits of the Scheme on five (5) categories, based on the
following prioritization:

A. On the Final Beneficiaries (SMEs and MidCaps)

B. On Investment and Employment (in particular youth

employment)

C. On Interest Rates and Maturities

D. On the Cyprus Economy in general

E. On the Financial Intermediaries (local banks)

The objective of the Assessment

Study is to demonstrate the impact of

the “Cyprus Banks Loan for SMEs

and MidCaps” Scheme and provide

insights into the benefits accruing to

SMEs/ MidCaps, to the local Banks

and to the Cyprus economy in

general.

Objective



Overall the EIB Scheme 5

Has had an important 

Impact in supporting the 

viability and upgrading 

of Beneficiary 

businesses.

Has contributed to the recovery of the 
economy and has had a positive impact 
on the growth rates of 2015/6.

Has contributed to the reduction of interest
rates, helped stimulate competition among
Financial Intermediaries and improved
(albeit slightly) non-performing loan ratios

Has substantially 

supported investment 

during the recovery 

period.

Has had a positive 
contribution on 
employment
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Success
Factors

3

The commitment of EIB to
support Cyprus at the difficult
period of the crisis, the
flexibility that enabled the
creation of an efficient lending
Scheme and the support
provided to Financial
Intermediaries by EIB Officers
helped the adoption of the
Scheme by banks and the
efficient processing of
agreements and applications.

EIB’s Commitment

The adoption of the Scheme by
Financial Intermediaries and the
positive attitude towards the
Scheme, coupled with the
transfer of significant Financial
Advantage to businesses
assisted in unlocking investment
plans during the recovery
period.

Financial Intermediary 
Adoption

The realisation of the Scheme
was possible because the
Government of Cyprus
provided Sovereign
Guarantees to EIB. This
created the appropriate
premise on which the
Scheme was based.

MOF/ Government 
Policy Choice and 
Guarantees

2

1

The timing of the Scheme was
critical as it came into effect
during the slowdown, but after
the economic shock and before
recovery commenced. By
making attractively priced
funding available when most
investment plans had been
placed on hold, it enabled
businesses to upgrade, and
modernise whilst it supported
healthy businesses during the
liquidity shortage.

Critical Timing

4



Overall Evaluation – Some Further Considerations 7

 Should the Scheme be continued?

 To the question “What Is Your Investment Outlook

in the Next 3 Years” 98% of respondents replied

that they are considering further investments (to

varying degrees).

 To the question “Do You Consider the Continuation/

Expansion of the Scheme to be Beneficial for the

Economy?” all respondents replied affirmatively.

 It appears that there is scope for the Scheme to

continue to serve its purpose of facilitating

investment in Cyprus.
43%

24%

13%

10%

7%

1%

2%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Planning significant investments in our existing business

Planning moderate investments to maintain our
business capabilities

Expect to need additional working capital due to growth
in our business

Planning significant investments in new sectors

Do not anticipate new investments

Planning significant investments in new sectors

Do not anticipate additional working capital needs

Q 5.30 What Is Your Investment Outlook in 
the Next 3 Years?
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 Final Beneficiaries rated the Scheme highly as

shown by the charts on this slide.

 To the question “Do You Consider the Continuation/

Expansion of the Scheme to be Beneficial for the

Economy?” all respondents replied in the

affirmative.

 Both KEBE and OEB considered the Scheme as very

important for their members and the economy in

general providing much needed funds at terms

more attractive than would be available otherwise

thus accelerating investments and creating the

drivers for growth and additional employment

opportunities.



Impact on Final Beneficiaries (SMEs and Mid-Caps) 9

 Sustainability of 
businesses during the 
crisis

 Importance of finance

under the Scheme to

businesses at micro-

economic level

 Positive impact on

employment

 More analysis is

available at the end of

the presentation and in

the Final Report
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 The Scheme had an important

impact on the viability of their

business

 The Scheme enabled businesses to

invest in order to continue

operations and cover working

capital needs, upgrade their product

offering and develop new business

segments.

 The Scheme was important in

lowering interest rates
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 The spread of loans to small and

large borrowers appears reasonable:

 Smallest loan €10.000

 Largest loan €10.657.000

 Average loan €1.079.766

 64 loans were under €100.000

 38 loans were over €2.000.000

 Pareto analysis shows that

approximately 30% of the borrowers

accounted for 80% of the loan

amounts.
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 Total Investment facilitated by the Scheme was

€443,9 million, €410,3 for new investments and

€33,6 million for working capital.

 Loans under the Scheme amounted to €290,5 million

as at the effect date (3/4/2017).

 Fixed capital formation in the economy (at constant

prices) increased by:

 €229,1 million in 2015 and

 €555,7 million in 2016

 Therefore, subject to timing differences, and after

adjusting for inflation, the Scheme facilitated

approximately 29,8% of total new investment in the

economy over the period 2015-2016, whilst it

provided funding for 16,9% of total new investment.

1.8%

13.9%

5.2%

0.2%

0.1%

14.0%

0.9%

42.8%

0.2%

4.9%

0.8%
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7.6%
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A : AGRICULTURE, FORESTRY AND FISHING

C : MANUFACTURING

D : ELECTRICITY, GAS, STEAM AND AIR CONDITIONING SUPPLY

E : WATER SUPPLY; SEWERAGE, WASTE MANAGEMENT AND
REMEDIATION ACTIVITIES

F: CONSTRUCTION

G : WHOLESALE AND RETAIL TRADE; REPAIR OF MOTOR
VEHICLES AND MOTORCYCLES

H : TRANSPORTATION AND STORAGE

I : ACCOMMODATION AND FOOD SERVICE ACTIVITIES

J : INFORMATION AND COMMUNICATION

M : PROFESSIONAL, SCIENTIFIC AND TECHNICAL ACTIVITIES

N : ADMINISTRATIVE AND SUPPORT SERVICE ACTIVITIES

P : EDUCATION

Q : HUMAN HEALTH AND SOCIAL WORK ACTIVITIES

R : ARTS, ENTERTAINMENT AND RECREATION

S : OTHER SERVICE ACTIVITIES

Loans by Sector
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 Businesses involved in the Scheme employ

approximately 22.091 persons, i.e. approximately 7% of

all Cyprus employment.

 The Scheme offered some protection to this

employment.

 From the survey:

 The respondents employment represents approximately

35% of the employment of all beneficiaries.

 72% of respondents said that they have increased or will

increase their employment.

 At least 821 new positions were created, representing

approximately a 10,6% increase in their employment.

 58% of respondents utilized the youth employment

incentive and provided employment to young people with

63% of them stating that they employed 2 or more

persons, whilst the rest employed 1 person.



Youth Employment 15



Impact on Interest Rates 16

 Interest rates in Cyprus were, since 2009,

consistently higher than the Eurozone, the

difference beginning to narrow from mid

2015 onwards.

 The overwhelming majority of respondents

replied their interest rates under EIB were

lower than what they received before.

 63% of respondents stated that decreases

ranged between 1,0% and 2,5%.

 Not all banks offer both fixed and floating

rate loans.

 The Scheme had an important

impact on interest rates.



Impact on Maturities and Grace Periods 17

 The impact on maturities was less significant.

 Only 20% of survey respondents stated that

their loan maturities increased, the average

increase around 3-4 years.



Impact on Maturities and Grace Periods 18

 Grace period was not significantly utilized

either by choice of the beneficiary or through

unwillingness of the Financial Intermediary.

 67% of respondents replied that either no

grace period was not requested or it was

denied.

 We followed up the survey responses on

interest rates, maturities and grace period

with participating Financial Intermediaries

and the next slide summarises the responses

obtained.



Impact on GDP 19

 The EIB Scheme was created to facilitate new

investment as one of the tools/ stimuli of

growth, following the financial crisis and

during the recovery period.

 The impact of the Scheme on GDP is

estimated using the methodology described

in the following slides and for which we

sought the assistance of MOF.

 Overall it is estimated that the Scheme has

contributed positively to the growth of 2015

and 2016 and continues to contribute to the

growth of 2017.

 In reality the impact of the new investment

enabled by the Scheme has a further impact

on GDP (given that the economy is not in full

employment) through its contribution to the

incomes of related sectors benefiting from

the investment.

* Source of historical growth rates: Statistical Service of the Republic of Cyprus, National Statistics, Published 10.10.17



Impact on Financial Intermediaries 20

 The Scheme gave a boost to and created a momentum

for banks for new loans to SMEs in priority sectors of the

economy

 The Scheme provided substantial funds (€290 million, 4%

of total new loans) to banks at attractive terms (interest

rates, tenor) for on lending to SMEs

 The Scheme provided a mechanism for the reduction of

interest rates to borrowers, which helped to stimulate or

accelerate new investments.

 The Scheme introduced competition amongst banks for

new lending to SMEs (as evidenced by the increase in the

interest by banks to join the Scheme is indicative of the

fact)

 There was no impact on bank liquidity

 It helped improve slightly non-performing loan ratios
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 If the Total Allocations of €290 million

(which are all performing) are excluded

and subtracted from the facilities above

there would be a difference in the ratio of

non-performing loans by

 0,27 percentage points in respect of Total

facilities,

 0,81 percentage points with respect to

facilities to non-financial corporations and

 1,12 percentage points with respect to

facilities to SMEs.

(Source: Central Bank of Cyprus, Aggregate Cyprus banking
sector data (non-performing facilities data) with reference
date 30 April 2017, August 4 2017)



Delivering Innovation.
Positive Group

Thank You

Positive is an innovative group under which dedicated teams of
professionals offer management consulting, outsourcing, audit,
assurance, legal, tax and corporate services to clients in Cyprus
and around the world, including Europe, Russia, the CIS, the
Middle East and China.

We partner with clients from the private, public, and not-for-profit
sectors in all regions to identify their highest-value opportunities,
address their most critical challenges, and transform their
enterprises.

Through our wide network of associates in all major financial
centres of the world including international firms of lawyers,
accountants, tax consultants, bankers and trust companies, we
sustain access to an unprecedented range of tax, legal, banking
and financial expertise.
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