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Project Bonds Background 

 

 

 

 Monolines provided bond market investors access to the project market   

 “AAA” wrap for projects 

 Created a large pool of liquidity for long duration paper in € and £ 

 Monitored and controlled credit exposure on behalf of bondholders 

 

 Following the collapse of the monolines, there has been no access to the market 

 Investors want to buy well rated (A-/A3) assets 

 Current structures available are typically Baa2 / BBB or even lower so cannot attract 

size and scale of required investment 

 

 Disenchantment with the now failed monoline model 

 Lack of transparency and little ongoing information on the project 

 No voting rights despite monoline downgrade 
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EIB / EU Project Bonds Initiative 

 

 

 

 Bond investors sitting on large amounts of cash that they want to invest on a long-term basis 

 Infrastructure seen as good assets with “essentiality” and high public importance 

 Capital markets an alternative source of funding for projects 

• Tenor 

• Basel III impact on bank lending 

 

 EIB / EU as an enabler  to re-open project bond market 

 Guarantees / sub-debt to obtain ratings uplift  

 EIB an experienced counterparty to monitor projects and make day to day decisions 
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Issues to Consider 

 

 

 

 Structure of guarantees 

 We believe best solution could be to use 2 separate caps  

 Liquidity cap 

 Loss given default cap 

 

 Procurement 

  Current legislation across Europe requires for firm credit spreads on financing  

 Not compatible with the capital markets 

 UK experience 

 Running bank debt process in parallel? 

 

 Controlling creditor / voting 

 We think that bond investors will not accept EIB / EU acting as sole controlling creditor 

 Following their experience with the monolines, we believe investors will require voting 

with regards to Trigger Events and Events of Default 

 Day to day monitoring and waiver by EIB acceptable 
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Disclaimer 

This document is intended for discussion purposes only and does not create any legally binding obligations on the part of Deutsche Bank AG and/or its affiliates (“DB”).  Without limitation, this document 
does not constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final documentation relating to the 
transaction and not the summary contained herein. DB is not acting as your financial adviser or in any other fiduciary capacity with respect to this proposed transaction. The transaction(s) or products(s) 
mentioned herein may not be appropriate for all investors and before entering into any transaction you should take steps to ensure that you fully understand the transaction and have made an independent 
assessment of the appropriateness of the transaction in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transaction. For general 
information regarding the nature and risks of the proposed transaction and types of financial instruments please go to www.globalmarkets.db.com/riskdisclosures. You should also consider seeking advice 
from your own advisers in making this assessment. If you decide to enter into a transaction with DB, you do so in reliance on your own judgment. The information contained in this document is based on 
material we believe to be reliable; however, we do not represent that it is accurate, current, complete, or error free.  Assumptions, estimates and opinions contained in this document constitute our 
judgment as of the date of the document and are subject to change without notice.  Any projections are based on a number of assumptions as to market conditions and there can be no guarantee that any 
projected results will be achieved. Past performance is not a guarantee of future results. This material was prepared by a Sales or Trading function within DB, and was not produced, reviewed or edited by 
the Research Department. Any opinions expressed herein may differ from the opinions expressed by other DB departments including the Research Department.  Sales and Trading functions are subject to 
additional potential conflicts of interest which the Research Department does not face. DB may engage in transactions in a manner inconsistent with the views discussed herein. DB trades or may trade as 
principal in the instruments (or related derivatives), and may have proprietary positions in the instruments (or related derivatives) discussed herein. DB may make a market in the instruments (or related 
derivatives) discussed herein. Sales and Trading personnel are compensated in part based on the volume of transactions effected by them. The distribution of this document and availability of these 
products and services in certain jurisdictions may be restricted by law.  You may not distribute this document, in whole or in part, without our express written permission.  DB SPECIFICALLY DISCLAIMS 
ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY 
ARISE FROM ANY RELIANCE ON THIS DOCUMENT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF. DB is authorised under German Banking Law 
(competent authority: BaFin - Federal Financial Supervising Authority) and regulated by the Financial Services Authority for the conduct of UK business. 
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