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The need for financial engineering in infrastruc-

ture financing in Europe
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With the financial rsis. project financing
has proven more challenging. especially for
greenfield projects. but also more neces-
Sary. considering the lack of public budgat
resources under the fiscal compact regime.
Sinca 2008, the project finance volumes in
the EUZ7 took 3 disproportionately large
drop. due to the decine in bank lending.
The European infrastructure finance mar-
ket is in 2 transition from 2 model domi-
nated by bank financing to one in which
many actors play 3 role. such as institu-

al investors. infra funds. pension and
life insurance _platforms. banks. multi-
lateral and national development banks,
Sovereign wealth funds and other private
Sector investors. The on-going evolution of

this increasing diverse market il equire
the various stakeholders developing new.
and innovative financial instruments capa-
ble of efficiently allocating avalable capital
<o projects.

Financial enginesring may be essential
The new innovative financial instruments
must be compliant with the emerging post
crisis regulatory regime. which itself still
needs more and brave policy actions and a
‘generalfine-tuning recalibration (on capital
charges,information platforms. standardi-
zation of public procurement schemes, fis-
cal incentives. corporate govemance. legal
‘and reguiatory environment. both in terms
of land planning and licensing and in terms
of sector-specific reguiations that shape
the cash flaws. etc).

‘Some of the potentialsolutions are lready.
place. .. the EU Project Bond Initiative
‘and the Marguerite Equity Fund, new ones
are under stugy at the EU Commission,
others are cunently been rolled out, and as
Such may need tobe scaled up. andin some
cases recalibrated o adjusted. There is no
single solution for addressing the chal-
lenge of increasing direct market funding
of infrastructure. Solutions willli in the
development of 2 ange of customized and
tailored financial mechanisms and instru-
ments which may differ by typology of pro-
jects, by sactors and by countries.





