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Mr President, 
Ladies and gentlemen, 
Many thanks for this invitation. It is a real privilege for me to be here today. The relationship with the Council of Europe as a forum for parliamentary scrutiny, in particular the Assembly’s Monitoring Committee, is a very important one for the EBRD.
I congratulate the rapporteur, Tuur Elzinga, on his comprehensive report and his good presentation, parts of which I will have the privilege of repeating in what I say. I thank the members of the Committee on Political Affairs and Democracy for their discussions with us over the past few months. Many of you were part of the delegation that visited us in London in September for detailed briefings on the Bank’s activities, to which I had the pleasure to contribute. On that occasion, the president of the EBRD, Sir Suma Chakrabarti, delivered an address on the Bank’s strategic vision and priorities. Today, I would like to update you on our preliminary results for 2012 and, given the particular interest of the Committee on Political Affairs and Democracy in the political aspects of EBRD’s mandate, I will add a few words to what Mr Elzinga said on the review of our methodology. I look forward to our discussion after my brief opening remarks.
In 2012, EBRD’s operational performance has continued at the strong level of recent years, actively supporting our countries of operations within a challenging and complex environment. In terms of business volume, EBRD signed new projects in 2012 for a total commitment of €8.9 billion. With that, we have maintained the level of the last few years, which represents almost double the annual business in the pre-crisis period. If you add the additional co-financing that these commitments have helped to mobilise, roughly €2 for every €1 that we have invested, this represents investment in the region of more than €25 billion.
Consistent with EBRD’s medium-term strategy, which was adopted by the board of governors in 2010, the Bank did the bulk of new business in countries where transition is less advanced—30% of the annual business volume in 2012 was in Russia and 17% each in south-eastern Europe and in the western Commonwealth of Independent States countries and the Caucasus. Annual business volume in Turkey, which has been a country of operations only since 2009, reached €1 billion last year.
In the last quarter of 2012, the Bank started operations in our new region, which we call the southern and eastern Mediterranean, or SEMED. So far this includes, as has been mentioned, Egypt, Jordan, Morocco and Tunisia. However, as the political situation evolves, it may in future include more countries on the shores of the Mediterranean—for instance, initial contact has been made with Libya in that respect. Pending the ratification by all our members of the amendments to Article 1 of the agreement establishing the Bank, which we hope will be achieved very soon, the operations are funded by the SEMED investment special fund, which EBRD has financed out of its reserves and which, of course, is exhaustible. We have made six project commitments, all of them in the private sector, so far in these four potential countries of operation in the two months that we have been able to be active there, with a total value of €180 million.
The Bank also managed to make a healthy realised profit last year, estimated at around €1 billion, which will be used to maintain our lending programme and, very importantly, to secure the Bank’s AAA rating in these financially troubled times. That is also crucial for the Bank to enable its clients to participate in its favourable funding conditions.
It is important to add that the increased volumes of the last few years have been achieved alongside an increase in the total number of projects—393 individual projects last year, the highest number ever—and a decrease in their average size. That means that we are reaching more businesses, especially small and medium-sized businesses, even though these projects are riskier and more difficult to structure. A strong focus on quality has allowed an increase in the share of new standalone projects with what we call a transition impact rated as “good” or “excellent” to 92%.
The Bank has intensified its policy dialogue with the countries of operations. To support this effort and as part of the Bank’s modernisation and streamlining, a new vice-presidency was created starting this month, which I am currently leading. VP policy has been designed to be the focal point for the Bank’s country and sector strategies and the range of operational policy initiatives and products.
Finally, let me say a few words about the review of the Bank’s political methodology. As was mentioned, the Bank’s existing methodology for applying the political aspects of its mandate was approved in 1991. In 2011—20 years later—the board requested that management undertake a review, related to the expansion to the southern and eastern Mediterranean, but also in view of the need to update the methodology to take account of developments in the intervening years and the evolution of our understanding of modern democracy. The main objectives have been to update the methodology and to increase the consistency, clarity and effectiveness of our assessments.
As a result, the revised procedures, which we expect to be adopted by the board very soon—hopefully within the next six weeks to two months—should enable the assessment and measurement of progress in democracy to be done more comprehensively. The expanded list of 14 criteria, grouped under four main subheadings, looks more carefully at a variety of factors, which I will not repeat because the rapporteur described them very well.
The updated methodology remains fundamentally qualitative, because there is little support among our shareholders for quantifiable metrics when it comes to political assessments, but it enables greater consistency of assessments in order to make possible easier comparison between countries and over time. I stress that, when assessing a country’s progress in democratic transition, we put special emphasis on the trajectory of the changes, not only on the situation as we find it at a particular point in time. 
The underlying approach of the Bank is engagement, even in cases where political conditions are difficult. In the most difficult cases, such as Belarus, Turkmenistan and Uzbekistan, we do not disengage but rather focus our efforts on a few core sectors, such as small businesses and, more broadly, developing the private sector, and we aim to incentivise further reforms through what we call a calibrated strategic approach that promises broader engagement in response to improvements against a set of political and economic benchmarks. That is consistent with our wider philosophy, which stems from the initial vision of the founding fathers of EBRD: to support democracy through supporting entrepreneurship and the strengthening of the middle class in transition countries.
The new procedures also expand the list of reference points and sources as compared to 1991, but I stress that documents of the Council of Europe and the Parliamentary Assembly of the Council of Europe are singled out, as has been highlighted, together with those of the United Nations and the Organization for Security and Co-operation in Europe, as the reference points of the highest category that have to be cited—that is new—and take precedence over reference points based on less inclusive international organisations and bilateral sources.
The process of the revision of the political methodology has included various stages of engagement with our board, representing the Bank’s 66 shareholder countries, and a series of consultations with external experts—academics, international organisations, international non-governmental organisations and civil society, including in our countries of operations. Of course, PACE’s Monitoring Committee actively participated in the workshop held in our headquarters in London at the beginning of 2012 and provided valuable advice. I wholeheartedly welcome the offer of increased co-operation with the Council of Europe and PACE in the implementation of the political mandate of the Bank contained in PACE’s draft resolution and I look forward to our continuing mutually beneficial co-operation.
I will be very happy to take questions after members’ interventions and to respond to some of the points that Mr Elzinga raised. Thank you for your attention.
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