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Sir,  

1. PROCEDURE  

(1) On 18 May 2010, the Hungarian authorities notified to the Commission a measure to 
publicly support export credit insurance to supplement the insufficient cover capacity of 
the private credit insurers in the current financial and economic crisis (hereinafter "the 
scheme" or "the measure"). 

(2) The Hungarian authorities intend to use the possibility offered by the Communication of 
the Commission pursuant to Article 93(1) of the EC Treaty applying Articles 92 and 93 of 
the Treaty to short-term export credit insurance1 (hereinafter the "Communication") and 
the Communication on the Temporary Community Framework for State aid measures to 
support access to finance in the current financial and economic crisis2 (hereinafter the 
"Temporary Framework") to demonstrate temporary unavailability of cover for 
marketable risks as a consequence of the current financial crisis. 

(3) The Hungarian authorities provided additional information on the measure on 27 May, 28 
May, 31 May, 4 June and 10 June 2010. 

2. MARKET FOR SHORT-TERM EXPORT CREDIT INSURANCE IN HUNGARY 

(4) The private insurance market in Hungary is dominated by three large international private 
credit insurance companies namely Euler Hermes, Atradius and Coface (hereinafter: "the 
credit insurers"). These credit insurers have a combined market share of approximately 

                                                 
1  OJ C 281, 17.09.1997, pp. 4-10. 
2  OJ C 16, 22.01.2009, in particular point 5.1. 
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[around 90%]∗, holding respectively [around 60%, 20% and 10%] of the market estimated 
on the basis of premium income in 2009. 

(5) The standard policy offered by the private credit insurers active in Hungary is a whole 
turnover product, which means that the policy covers all exports by the company up to an 
agreed turnover limit. In specific cases private credit insurers also offer single risk 
insurance policies.  

(6) According to the Hungarian authorities, the premium rate charged currently by the private 
credit insurers in the Hungarian market varies between [around 0.25% and 0.35%] of the 
covered turnover per year.  

(7) Since the beginning of the crisis Hungarian companies have experienced serious difficulty 
in obtaining insurance cover from the private sector. In the current market conditions, 
private credit insurers have become more selective, often regardless of the individual 
creditworthiness of debtors. It has become increasingly difficult to maintain exposure to 
some countries (in some cases due to the downgrading of their sovereign rating) or 
sectors, in case of which the central scoring systems automatically exclude all debtors 
from the private cover.  

(8) At the same time, banks have become increasingly risk averse and have cut their credit 
ceilings. In the context of the current global financial crisis the problem of the scarcely 
available insurance leads to serious constraints in both the companies’ ability to finance 
receivables from their own resources and their access to bank financing. 

(9) The Hungarian authorities acknowledge that these reductions as well as the insurers' 
reluctance to accept new buyers and/or provide additional cover may negatively affect the 
position of the policyholders and their buyers and thus the economic situation in Hungary 
in general. In order to mitigate such impact, the Hungarian authorities intend to 
complement the cover provided by private credit insurers.  

(10) Based on the conclusions from the consultation with the private credit insurers Hungary 
decided that a twofold measure is needed to alleviate the shortfall in cover supply. 
Therefore, the planned scheme will consist of two measures: a direct export credit 
insurance measure to be applied when the insurer fails to provide cover at all and a re-
insurance measure to be applied when the private insurer's credit limits have been reduced 
and need to be complemented in order to address the exporters' needs sufficiently.  

(11) The Hungarian authorities have submitted to the Commission evidence of the 
unavailability of insurance cover for short-term export credit risks. The proof was 
provided in the form of letters from private export credit insurers. The evidence 
demonstrated lack of cover for transactions relating to the countries listed in the Annex of 
the Communication, except of Denmark, Ireland, Malta, Sweden, Austria, the 
Netherlands, Portugal, Luxembourg, Switzerland, Iceland, United States of America, 
Japan, Australia, and New Zealand.  

3. DESCRIPTION OF THE MEASURE 

3.1. Objective 
(12) The purpose of the scheme is to provide short-term export-credit insurance coverage 

(hereinafter "the direct export credit insurance" or "the direct insurance") to exporters who 
                                                 
∗ Confidential information […] 
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are confronted with temporary unavailability of cover in the private market for financially 
sound transactions with buyers in certain countries3 as a result of the financial crisis.  

(13) In addition, the scheme provides reinsurance for the insurance companies (hereinafter "the 
reinsurance scheme" or "the reinsurance measure"). The ultimate purpose of this part of 
the scheme is to expand the insufficient private cover available in the market to the 
exporters. 

3.2. Legal basis 
(14) The scheme is based on the Act XLII of 1994 on the Hungarian Export-Import Bank 

Corporation and the Hungarian Export Credit Insurance Pte. Ltd. and the Government 
Decree No. 51/2010.  

3.3. Implementing body 
(15) Both the insurance and the re-insurance cover are to be provided by the Hungarian Export 

Credit Insurance Pte. Ltd. (hereinafter the "MEHIB"), a fully State-owned export credit 
agency. Normally, apart from its operation under the scheme, MEHIB provides cover for 
non marketable export credit risks only. The State grants a guarantee for liabilities of 
MEHIB resulting from the implementation of the scheme. 

3.4. Eligibility and scope 
(16) The scheme is open to export companies that exercise an economic activity in Hungary. 

Additionally, the exporters seeking the extension of cover under the reinsurance scheme 
need to have an active credit insurance policy with a credit insurer participating in the 
scheme. 

(17) All credit insurers, which are registered in Hungary or are registered in EU and have a 
seat or branch office in Hungary, are eligible to participate in the reinsurance scheme. 

(18) Only those companies, which were not in financial difficulties4 on 30 September 2008 or 
before are eligible. This will be appraised on the basis of the beneficiaries’ financial 
statements and the generally accepted financial indicators. Only new or renewed 
applications are eligible under the scheme. 

(19) The scheme covers short-term5 export transactions with the buyers seated in the countries 
that fall under the limitations of the EC Communication on short term export credit 
insurance6 except of Denmark, Ireland, Malta, Sweden, Austria, the Netherlands, 
Portugal, Luxembourg, Switzerland, Iceland, United States of America, Japan, Australia 
and New Zealand. Both private and public debtors are covered.  

(20) The scheme covers the risk that the foreign buyer does not meet his payment obligation 
arising from the export transaction insured under the scheme due to: 

                                                 
3  The countries listed in the Annex of the Communication, except for Denmark, Ireland, Malta, Sweden, Austria, 

the Netherlands, Portugal, Luxembourg, Switzerland, Iceland, United States of America, Japan, Australia and 
New Zealand. The risks covered are defined in the Communication as commercial and political risks on public 
and non-public debtors established in countries listed in its Annex and which cannot normally be covered with 
the support of Member States. 

4  Pursuant to Community Guidelines on State Aid for Rescuing and Restructuring Firms in Difficulty from 01.10.2004 (OJ C 
244) 

5  As specified in point 2.5 of the Communication, short-term transactions are those, for which the risk period does 
not exceed 24 months. 

6  OJ C 281, 17.09.1997 as modified by communications from 02.08.2001 (OJ C 217) and 22.12.2005 (OJ C 325). 
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(i) commercial reasons such as insolvency, protracting default, unilateral termination 
of the export sales contract or refusal to accept the goods by the foreign buyer 
without legal basis;  

(ii) political events such as war, revolution or ban on imports. 

(21) Coverage can be granted for both the pre-shipment and the post-shipment periods, 
provided that the total risk period is less than two years. 

(22) MEHIB's intervention will only take place in the areas where the market is not 
functioning properly that is in cases where the private sector does not have capacity to 
cover financially sound risks due to the financial crisis. Therefore, the exporters seeking 
the public cover will be required to submit a formal statement proving the withdrawal, 
suspension or rejection of their credit limits with a private insurance company. This 
requirement will be applied on transaction by transaction basis. 

(23) In order to ensure that no financially unsound transactions, which would not be able to 
obtain insurance cover even in the normal market conditions, are covered under the 
scheme, MEHIB and participating private credit insurers will conduct risk assessment of 
the buyers in direct insurance and reinsurance schemes respectively. This will be in line 
with normal underwriting procedure based on financial statements, credit reports and 
market information. 

(24) The direct insurance as well as the re-insurance part of the scheme will be operated on 
first come first served basis. 

3.5. Terms and conditions 
(25) MEHIB offers only supplementary capacity to the beneficiaries of the direct insurance. 

The previously partially accepted or fully rejected applications will not be automatically 
covered under the direct insurance or reinsurance schemes. Potential beneficiary will be 
supposed to apply to a private credit insurer for cover before approaching MEHIB for 
cover. In cases when an application for credit limit is granted only partially or refused by 
the private insurer, the application for the “missing part” of the originally required credit 
limit is supposed to be submitted to the private insurer and only in cases when it is 
rejected it might be covered under the  scheme by MEHIB. 

(26) The direct export credit insurance will be provided to the exporters, who faced a rejection 
of application or complete withdrawal of credit limits for financially sound transactions. 
In this part of the scheme the standard turnover policy of MEHIB for non-marketable 
short term credit risks will be applied. The minimum risk retention required from the 
insured exporters will be 10% of the underlying transaction risk. 

(27) The direct insurance part of the scheme will be managed by MEHIB, which means that 
MEHIB will among others conduct the underwriting, policy management and claims 
handling.  

(28) The re-insurance part of the scheme will reinsure the topping up of credit limits7 by credit 
insurers. This topping up will be available for: 

(i)  existing credit limits, if they were reduced by private credit insurers;  
                                                 
7  The credit limit is one of the key elements in credit insurance policies and represents the maximum amount of 

outstanding receivables resulting from transactions with a certain buyer, which can be covered by the insurer at 
any given time. 
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(ii)  new credit limits given by private credit insurers, but which are lower than the 
requested amount by the insured company. 

(29) Under the re-insurance part of the scheme each private credit insurer willing to participate 
will enter a separate excess of loss reinsurance treaty with MEHIB. However, vis-à-vis 
their policy holders, private insurers will apply their standard conditions. The only 
exception to this rule is the pricing, as for the private credit limit market rates of the given 
insurer will be charged and for the public top-up capacity – the premiums described in the 
point (37) below.  

(30) The top-up limits will be granted on the request of the exporter and after the private credit 
insurer applied for the public top-up for the given transaction. The complementary public 
top-up cover is provided for a predetermined fixed period, which generally will be 60, 90 
or 180 days but may also be extended to a year.  

(31) Credit risks will be shared between the insured, the private insurer and MEHIB. The top-
up element will be at maximum equal to the limit set by the private credit insurer. 
Therefore, a change in the credit limit granted by the private insurer may lead to the 
change of top-up credit limit. In extreme case, the complete withdrawal of the private 
credit limit will result in the cessation of the top-up limit for the deliveries not yet 
executed and covered under the scheme.  

(32) Retention rate of the exporter will be the same as that stipulated in the underlying private 
insurance policy. The private insurers’ retention level in Hungary is generally 20% of the 
underlying transaction. 

(33) Under the reinsurance measure, the participating private insurers remain responsible for 
the administration of all policies, including those partly reinsured by the State. Therefore, 
the underwriting of the risk will also be conducted by the private credit insurers and not 
MEHIB. Nevertheless, the State's agency will keep the right to supervise and approve the 
granting of the top-up credit limits, should the total amount of the limits granted for a 
single buyer exceed the threshold of EUR 5 million. Under this threshold MEHIB will 
keep the right for supervision only.  

(34) For the administration of the top-up facility the participating private insurers will receive 
the ceding commission (administration fee), which is aimed at reimbursing the private 
insurer for the extra costs incurred under the scheme (i.e. client relationship management, 
policy management, claims and recoveries handling, regular and ad hoc reporting on 
limits, claims and recoveries).  

3.6. Level of remuneration 
(35) The premium applicable under the public scheme covers both political and commercial 

risk.  

(36) Under the direct export credit insurance part of the scheme, the insurance premium is 
differentiated according to the debtor's country and the repayment period. The countries 
are grouped into four categories. The repayment periods are divided in five categories 
where the shortest repayment term category covers repayment term of one month while 
the longest repayment term category covers repayment term from seven months to one 
year. The table below shows the premium rates for each category of risk applicable in the 
case, when the exporter retains 10% of the underlying transaction risk. In such situation, 
the level of premium rates varies between 0.47% and 3.32% of the turnover. Should the 
retention rate be increased, the premium rate would be proportionally decreased. Risk 
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related to the individual debtor determines the maximum acceptable credit limit, but is not 
reflected in the premium rate. 

Retention: 10% Repayment term 

Country Category 1 month 2 months 3 months 
4-6 
months 7-12 months

I 0.47% 0.58% 0.68% 0.79% 0.95% 
II 0.71% 0.87% 1.02% 1.18% 1.42% 
III 1.04% 1.27% 1.51% 1.73% 2.08% 
IV 1.66% 2.03% 2.40% 2.77% 3.32% 

 

(37) Under the re-insurance part of the scheme, the insurance premium is to be paid by the 
insured to MEHIB for each limit for each individual buyer and for the covered risk period. 
The actual premium depends on the period of coverage and the amount of the 
supplementary limit requested by the beneficiary company. The standard risk periods vary 
between two, three or six months. With risk retention rate of the private insurer of 20%, 
the net rates (i.e. after the ceding commission is deducted) are [between 0.5%  and 1%] of 
the credit limit amount for each of the standard risk periods.  

(38) The ceding commission (administration fee) due to the private credit insurer, will be 
calculated on the basis of the net premium rates. In the result, the exporter will be required 
to pay gross premium, which will include the ceding commission and will be calculated as 
follows:  

Gross premium = top-up limit * net rate / (100% - ceding commission rate) 

The commission fee is set at the level of [between 15% and 25%].  

(39) For the credit limits granted and born on own account by the private insurer, exporters 
continue to pay the standard premium due under the existing policy with the insurer.  

3.7. Duration 
(40) The scheme will expire on 31 December 2010 and the respective commercial agreements 

between the exporter and foreign buyer to be insured or reinsured under the scheme need 
to be concluded by that date. 

3.8. Budget 
(41) The exposure of the State to the total risk of export transactions assumed under the 

scheme cannot exceed HUF 50 billion (i.e. approximately EUR 183 million) at any point 
in time during the application of the scheme. 

4. ASSESSMENT 

(42) The Commission examined the notified measure pursuant to the Temporary Framework 
and the Communication. 

(43) Point 2.5 of the Communication defines 'marketable risks' as those on public and non-
public debtors established in the countries listed in the Annex to the Communication8. 
Financial advantages in favour of exporters or export credit insurers, who respectively 
enter or cover a transaction qualified as marketable risk, are normally prohibited. 

                                                 
8  The list includes EU and OECD countries. 
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(44) The measure at hand provides public support with regard to insuring risks on a significant 
part of the market that faces unavailability of the insurance cover for certain countries. 
Insofar as countries not listed in the Annex to the Communication are concerned, such 
risks are 'non-marketable' within the meaning of the Communication and public support 
for insuring them is in compliance with the Communication. 

(45) According to the Communication and in particular point 4.4, risks incurred on debtors 
established in countries listed in the Annex to the Communication are considered 
temporarily non-marketable only if it can be demonstrated that private insurance cover for 
the risks generally viewed as marketable is unavailable in a certain Member State. In 
particular, Member States who wish to invoke this escape clause have to provide a market 
report and produce evidence thereof from two well-known, international export-credit 
insurers as well as a national credit insurer both demonstrating the unavailability of cover 
for the risks in the private insurance market. Moreover, the publicly supported export-
credit insurer shall, as far as possible, align its premium rates for such nonmarketable 
risks with the rates charged elsewhere by export credit insurers for the type of risk in 
question and provide a description of the conditions which the public export-credit insurer 
intends to apply in respect of such risks. 

(46) In order to speed up the procedure, the Temporary Framework simplifies, until 31 
December 2010, the proof that Member States need to produce to demonstrate the 
unavailability of cover. To this end, Member States have to submit evidence provided by 
a large well-known international private export credits insurer and a national credit insurer 
or by at least four well-established exporters in the Member State. 

4.1. Unavailability of cover in the private insurance market and the application of the 
escape clause 

(47) According to the information provided by the Hungarian authorities, the largest 
international export credit insurance companies (Euler Hermes, Atradius and Coface), 
participating in the scheme, are active in Hungary and cover nearly 100% of the market. 
The role of the state-owned export credit agency MEHIB is to complement the market by 
offering the cover for non-marketable risks and SMEs. 

(48) The unavailability of insurance cover for short-term export credit risks risk in question 
was demonstrated by means of evidence provided in the form of letters from two large 
private credit insurers. The evidence demonstrated lack of cover for transactions relating 
to the countries listed in the Annex of the Communication, except of Denmark, Ireland, 
Malta, Sweden, Austria, the Netherlands, Portugal, Luxembourg, Switzerland, Iceland, 
United States of America, Japan, Australia and New Zealand.  

(49) The Commission considers the evidence as sufficient to demonstrate unavailability of 
private cover under the Temporary Framework for a significant part of the market.  

(50) In addition, the construction of the scheme ensures that the state assisted scheme will only 
cover transactions for which private cover is partly or completely unavailable in the 
market as a consequence of the financial crisis. This is safeguarded by the requirement 
that the application for the state insurance or reinsurance under the scheme has to include 
the formal statement including the refusal by the private credit insurer to grant the 
sufficient insurance cover. Further, it is left at the discretion of the private insurer to offer 
the top-up possibility to the policyholder, who faced credit limit reductions. The private 
credit insurer foregoes the premium income on the rejected or reduced credit limits. 
Therefore, it is unlikely that the private insurers would reduce their exposure to export 
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credit risk below the level of their capacity during the crisis. Against this background, the 
Commission notes that it is unlikely that the export transactions would be artificially 
shifted to the more expensive state scheme, should the private market still be able and 
willing to cover the underlying risk.  

(51) Finally, the eligibility criteria mentioned in paragraph (23) provide safeguards, which will 
prevent the State from insuring financially unsound transaction, which would be unable to 
obtain credit insurance even in the normal market conditions due to the negative credit 
assessment by the private credit insurance companies. Their effect is strengthened by the 
retention requirement in direct export credit insurance, which means that the scheme will 
provide the insurance cover amounting generally to 90% of the total transaction, forcing 
the exporter to retain at least 10% of the risk. This way the insurance cover granted under 
the scheme will be based on both the risk assessment conducted by the MEHIB and the 
counterparty risk monitoring by the exporter. As regards reinsurance scheme, the terms of 
the scheme require the insurer to retain at least 20% of the risk of underlying transaction. 
This way the private insurers remain committed to prudent risk assessment and 
underwriting, even if up to 50% of cover granted to an exporter is reinsured by the State9. 

4.2. Alignment of premium rates with rates charged elsewhere by private credit insurers 
(52) The premium for the cover provided within the scheme is set after taking into 

consideration the information on the market pricing of certain risk types provided by the 
private market players and the MEHIB's own experience.  

(53) For the direct export credit insurance, the premium will be set high enough to encourage 
exporters to return to the banks and private insurers as soon as the market has recovered. 
According to the information provided by the Hungarian authorities, the level of the 
premium charged by the private credit insurers oscillates between [around 0.25% and 
0.35%] of turnover per year. Under the state supported scheme, exporters will be charged 
premiums rates between [around 0.4% and 3.5%], depending on the buyer's country and 
the length of the risk period, assuming the standard retention rate.  

(54) The Commission considers that the premium rates charged under the direct export credit 
insurance are, as far as possible, aligned with the rates charged by private export-credit 
insurers for the same type of risk. The fact that the premiums charged by MEHIB are 
relatively higher than the market levels is partially explained by the difference in the type 
of policy offered. The private insurers operate only on a whole turnover basis, which 
provides for the diversification of risk. Whereas the premiums charged by MEHIB reflect 
the higher risk associated with the individual transactions or smaller group of buyers, 
which otherwise would not be covered in the current market conditions. Moreover, the 
fact that the scheme applies the premiums rates, which are normally charged to the non-
marketable risks, to the cover for export to the countries, which has become temporarily 
non-marketable due to the current crisis, shows that the level of premiums is appropriate, 
even if relatively higher than on the private market. On the other hand the level of the 
premiums charged by MEHIB also limit the crowding out of the private insurers as the 
exporters have an incentive to seek cover with private insurers who charge relatively 
lower premiums.  

                                                 
9  The remaining part, not retained by exporter, private insurer or the State, is covered by the private reinsurance 

companies, to whom given private insurer cedes part of the privately granted credit limit. 
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(55) As regards the reinsurance measure, the State is introducing premiums which take into 
account the premiums of the private markets, but at the same time reflect the risk intrinsic 
to this type of facultative cover. The insured will pay premiums [around 0.75%] of the 
top-up credit limit depending on the tenor.   

(56) Although the premiums charged under the scheme are noticeably higher than the market 
rates, the Commission considers that the premium rates charged under the reinsurance 
measure are, as far as possible, also aligned with the rates charged by private export-credit 
insurers for the same type of risk. In order to arrive at the premiums to be charged under 
the reinsurance scheme, Hungary used the market premiums and adjusted them 
adequately to accommodate the expected loss distribution under the reinsurance scheme. 
In the result, the public reinsurance measure is expected to be self-financing. This way, 
the adopted premium system also reflects different character of the facultative cover. At 
the same time, the premiums for the reinsurance capacity, which are higher than the 
market premium provide a safeguard against crowding out of the private insurers.  

(57) Based on the above, the level of premium charged should ensure that the exporters return 
to the private insurers as soon as the market conditions allow and the risk becomes 
marketable again.  

(58) The Commission also notes that the requirement that the exporter must face a refusal from 
a private insurer before applying for the insurance within the state supported scheme 
should ensure that private insurers will not be crowded out of the short-term export credit 
insurance market. Therefore the scheme contains an in-built mechanism that should lead 
to phasing out of the state intervention as soon as the private insurance market revives. 

(59) On the basis of the foregoing assessment, the Commission concludes that the scheme 
meets the requirement of the escape clause of the Communication (point 4.4) and the 
evidence is in line with the Commission's temporary framework for state aid measures, 
which give Member States additional scope to facilitate access to financing in the present 
economic and financial crisis. 

 

5. DECISION  

The Commission has accordingly decided to consider the notified measure to be compatible with 
the internal market until 31 December 2010. 

The Commission notes, that for the reason of urgency Hungary exceptionally accepts the 
adoption of the decision in the English language. 
 
If this letter contains confidential information, which should not be disclosed to third parties, 
please inform the Commission within fifteen working days of receipt. If the Commission does 
not receive a reasoned request within that deadline, you will be deemed to agree to the disclosure 
to third parties and to the publication of the full text of the letter in the authentic language on the 
Internet site: 
http://ec.europa.eu/community_law/state_aids/state_aids_texts_hu.htm  
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Your request should be sent by registered letter or fax to: 

European Commission 
Directorate-General for Competition 
State Aid Greffe 
Rue Joseph II, 70 
B-1049 Brussels 
Fax No: +32-2-296 12 42 

Yours faithfully,  
For the Commission 

 
 
 
 

Joaquín ALMUNIA 
Vice-president of the Commission 

 


