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Executive Summary

e Congress reauthorized the Export-Import Bank in 2015, but since then the bank has faced limitations on
its operations and is not fully staffed. Reauthorization will lapse in September 2019.

e Dueto the operational and staffing constraints, U.S. export credit volumes are well below 2015 levels and
are asmall fraction of those issued by international official export credit agencies.

¢ Looking forward, policymakers need not only to reauthorize the Ex-Im Bank, but aso to remove the
constraints on its ability to improve the international economic competitiveness of American exports.

Introduction

The Export-Import Bank (Ex-Im Bank) isthe official export credit agency (ECA) of the United States. To that
end, the Ex-Im Bank provides |oans, guarantees, and other modes of financial assistance to help facilitate the
export of American goods and services.

American Action Forum (AAF) writers have commented extensively on the Ex-Im Bank in the past. For an in-
depth review of the Ex-Im Bank, please review AAF' s malor research performed in 2014. In light of the
September 2019 deadline to reauthorize the Ex-Im Bank, an update to that analysis further illuminates the key
role the bank plays.

Financial Analysis

Authorizations. Limitations and Types
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In 2015 Congress re-authorized the Ex-Im Bank until September 2019, but in doing so it placed significant
limitations on the ability of the bank to act. The program is limited to $1 billion per contract or other
arrangement and capped at $10 billion per year.

To put thislimitation in abroader context, in 2017 the United States exported $1.4 trillion in goods and
services. The United States is the world’ s third-largest exporter, topped only by China and the entirety of the
European Union. It seemsinternally inconsistent to reauthorize the Ex-Im Bank, but then provide less than $5
billion to support U.S. exports — the de facto equivalent of not reauthorizing the bank at all.

Thislimit is not the only constraint. The Ex-Im Bank is unable to approve any transactions greater than $10
million in value since it lacks a quorum of three voting board members, a position it has remained in since 2015.
In contrast, other ECAs, most notably the United Kingdom’s UKEF, do not operate with minimum or maximum
contract or loan values. The Ex-Im Bank currently has four vacant board positions and has only one voting
member, Jeffrey Gerrish, who acts as both chairman and president, as well as two ex officio non-voting
members, Commerce Secretary Wilbur Ross and U.S. Trade Representative Robert Lighthizer.

President Trump has nominated individual s to serve on the Ex-Im Bank’ s Board of Directors, yet they await
confirmation in the Senate. Given the lack of a quorum, as of Summer 2018, there is $43 hillion in transactions
awaiting approval that Ex-Im estimates could support 250,000 U.S. jobs.

The Ex-Im Bank offers three financial products: direct loans, loan and working capital guarantees, and export
credit insurance. All obligations carry the full faith and credit of the U.S. government.
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FY 2013 Authorizations by Product

m Export Credit Insurance Direct Loans ® Loan Guarantees

FY 2017 Authorizations by Product

m Export Credit Insurance Direct Loans ® Loan Guarantees

In 2013 fixed-rate direct loans made up one-fourth of authorizations by dollar amount in FY 2013. These fixed-
rate loans are offered directly to foreign buyers of American exports and typically cover up to 85 percent of the
contract value. By comparison, in 2017 direct loans constituted a statistically negligible proportion of Ex-Im
Bank authorizations by product. Direct loans are one of the most powerful tools available to the Ex-Im Bank,
providing foreign credit-worthy international buyers with inexpensive term financing that may not otherwise
have been available.

Despite its name, the Ex-Im Bank now functions ailmost entirely as an insurer. This necessarily decreases its
ability to support American manufacturers in those targeted circumstances when private markets are unable to
support the financing projects.

Export-Import Bank Authorizations by Program (Millions USD)
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20049 2010 2011 2012 2013 2014 2015 2016 2017

Total Authorizations 521021 524,468 | 532,727 535,784 527 348 520468 512,383 55,037 53,431
Small Businass 54,360 55,053 56,037 56,122 55,223 53347 53,031 52,678 52,178
Sub-Saharan Africa 5310 5812 51,381 51522 5604 52,055 5397 585 538
Environmental ly Beneficial I R A A
- I 5433 5336 5227 5125 588
Goods and Services

Minority & Woman Owned %517 5628 5720 SB38 5818 5751

Renewable Energy 5101 5332 5721 5356 5257

MNine Priority Markets 55,030 55,210 512,335 55476 | 510553

TOTAL EXPOSURE 567,988 575,214 589,152 | 5106,646 | 113,825 (5112008 | 5102,211 587,262 572,478
TOTAL TRANSACTIONS 2,891 3,532 3,751 3,796 3842 3,746 2,630 2,899 2,461
JOBS SUFPPORTED 155,000 227,000 | 290,000 255,000 205,000 164,000 105,000 52,000 40,000

As can be seen above, since 2014 there has been some shift in the mandated programs that the Ex-Im Bank has
pursued, most notably dropping an explicit Minority & Women Owned platform. Perhaps the most striking
changes, however, can be seen in the increased proportion of authorizations supporting small businesses.

Number and Value (Millions USD) of Authorizations, Small Business and Total

2007 2008 2009 20010 2001 2012 2003 2014 2015 2006 2007

Small Businass 2,380 2328 2,340 3,091 3,247 3,313 3413 3.3 2342 2,635 2,240

Tota 2,783 2704 2,81 3,532 3,751 3,79 3,843 3,74 2,630 2,B98 2AE1

small Business as % of Tota

BE% B BE% BB% BT % Bo%g B o g 9
Number of Authorizations
Small Business 53.352 53190 54,380 55,033 55,037 56,13 55,223 55,050 53.031 %2, 678 52178
Tota 13,580 | £14399 | 221,21 | 524,488 | 232727 | 535,7B4 | 27348 | S0 488 | E12.3E3 5. 037 %3431
om ciness 35 %
small Business 3 % of Tota 2T % 21% % 18% I 19% 5% 24% 3% 53%

walue of Authorizations
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Number and Value of Authorizations, Small Business and Total
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One of the mgjor criticisms of the Ex-Im Bank is that in the past financing has largely supported a few industry
titans. As can be seen above, athough the total value of authorizations has vastly decreased, authorizations to
small businesses now for the first time make up over 50 percent of the total. That said, in raw figures the actual
financial support lent to small businesses is less than half the support provided in 2013, when small business
made up only 19 percent of the total value of authorizations.

Exposure

FY 2013 Exposure by Sector

m Aircraft m Manufacturing = Oil & Gas = Power Projects m All Other
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FY 2017 Exposure by Sector
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Little has changed, however, in the Ex-Im Bank’s exposure portfolio.

I nter national Competitiveness

Although viewing the changes of the last year by relation to the Ex-Im Bank itself are illuminating, thereis
more value in comparing the Ex-Im Bank to the performance of other international ECAs. M ore than 60
countries outside the United States have ECAs.

AAF has written at length on the role of the Ex-Im Bank as a necessary evil. The argument is simple: Although
ECA's can be misused to provide excess subsidies toward mercantilist ends, until the rest of the world shutters
their ECAS, the United States should continue the Ex-Im Bank in order to support the competitiveness of U.S.
exporters.

Medium & Long-term Official Export Credit Volumes (Billions USD)

2007 | 2008 | 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
Canada 0.5 1.5 2 2.6 1.9 1.7 1.9 1.8 2.2 2.1 1.9
France 10.1 86| 17.8| 174 | 155 13 9.5 8.3 7.6 9.4 6.8
Germany 29| 108 | 129)| 225 167 | 216| 226 14.2| 159 9.7 7
Italy 3.5 7.6 8.2 5.8 (5] 5.4 5.4 3.9 3.4 | 10.4 8.9
Japan 1.8 1.5 2.7 4.9 5.9 3.9 2.1 5.6 4.4 1.6 2
United Kingdom 1.6 2.7 3.4 4.1 4.2 2.9 3.9 3 1.3 3.9 2.1
United States 8.2 11 17 12| 214 313 | 14.5) 121 3.8 0.2 0.2
G-7 Total 3.6 | 43.7 64| 70.3 4| 798| 59.9| 509| 426| 373 | 289
Brazil 0.6 0.2 6.1 3.5 4.8 2.7 4.1 1.3 4.2 3 1.6
China 33 52| 511 43 35 45| 50.5) B39 50.59) 343 | 363
India 8.5 8.7 7.3 8.5 13| 10.6 5.1 4.5 4.4 6.2 9.7
BRIC* Total 421 | 60.9 ) B64.5 56| 52.8| 583 59.7)| 69.7| 58.5| 435 476
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As can be seen above, although global trends over the last four years indicate a decrease in reliance on ECA
export credit, the trend appears to be reversing, most notably in China and the BRICs more generally. Setting
aside these increases, however, by sheer volume other countries dwarf U.S. credit support, with Chinafunneling
$40 billion to support Chinese industries.

Conclusions

Firms face risks and challenges when engaging in exports, and the Ex-Im Bank has been an important tool in
helping U.S. corporations compete overseas. Beyond being important for the U.S. economy on the international
stage, the Ex-Im Bank’ s work benefits more than just the corporations directly involved in export sales. Implicit
in Ex-Im Bank financing is an economic transaction that involves and benefits the seller, but also its workers,
suppliers, and equity investors.

A truly free market would rely on private export financing. Regrettably, most developed countries support their
export industries. The Ex-Im Bank is therefore a necessity —and if it isanecessity, thenitisin U.S. interests to
make it as effective as possible.

The Ex-Im Bank is certainly in need of reform. AAF has called for these in the past, and the case remains the
same. Congress should seek the elimination of unneeded taxpayer backing and financing authority, the
elimination of preferential and quota approaches to industries and firms, an increase in transparency, and
improvements in how the bank selects projects to finance.

More pressing, however, is the need to staff and fund the Ex-Im Bank appropriately. It has been hobbled
without a quorum on its board, and recent reform efforts have vastly decreased its ability to operate. The current
mandate expires in September 2019, and, if 2015 is any indication, re-authorization will once again be a
contentious political issue.
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