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Investment in EU was strong throughout the pandemic and energy shock recovery,

but is stagnating, dependent on public investment

EU Investments

Contributions to grow (%)

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
2022 2023 2024

Corporations General government
B Households and NPISH — =——Total

Source: EIB staff calculations based on Eurostat.
Note: EU excluding Ireland. Real gross fixed capital formation by sector, deflated using total investment deflator.

European
Investment Bank

CESEE Investments

Contributions to grow (%)
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Source: EIB staff calculations based on Eurostat national accounts.
Note: By the general government.



Public investments have accelerated over the past years and are playing a critical role for

growth
EU government investment and investment General government investments, by
subsidies (% GDP) level of government (% on total)
c 100%
v 2019 w2022 w2023 90%
s 5.1% 5.8% e
3,5 70%
3 60%
2,5 50%
2 40%
1,5 30%
1 20%
0,5 I I 10%
0 0%
EU - Public EU - Investment CESEE -Public CESEE - Grants
Investment grants Investment EU27 CESEE
B Central government Local government

Source: EIB staff calculations based on Eurostat national accounts.
Note: By the general government.
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Investment accelerations come at times of structural shifts, that generate new

business opportunities

EU: investment intensity (% of GDP)
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27,0 Euro Adoption
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EU Single and RRF
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Source: EIB staff calculations based on IMF WEO October 2024.

European Note: The figure shows the current investment intensity (i.e., gross fixed capital formation as a share of GDP).
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Is the German stimulus package a structural shift? The 20% increase in German

public investments is not a deus ex machina for CESEE

Demand generated by planned increase in German
German fiscal stimulus: public civilian infrastructure spending
1. €500 billion infrastructure fund (11.6% of GDP) for 12 (through direct trade linkages, % of source country’s GDP, estimates)

years (€100 billion of which to be allocated to climate
investments and energy).

2. ~EUR 300-400 bnin 10 years for defence, exempting
defence spending above 1% of GDP from strict debt

0.06%
rules
3. EUR 16 bn Federal states will be allowed to run a
structural deficit of 0.35% 0.04%
0.02%
80% of the fiscal expenditure on infrastructure (2/3
construction, 1/3 manufacturing) are likely to remainin
Germany 0.00%
cz AT Sl

Very slow ramp-up, with limited effects in 2025-26 LU HU SK PL

0.08%

Source: EIB staff calculations based on Eurostat. For most of EU countries, the estimated

o impact is around 0.2-0.3% of their GDP
4 European
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Trade disruptions
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CESEE, well integrated into international global value chains, have been responding

to trade shocks during the last years (when sourcing was an issue)

Engagement in trade (% of firms) Change in sourcing strategy (% of firms)

30%
Involved in trade Not involved
HmEU CESEE
100
25%
90
80 20%
70
15%
60
20 10%
89
40 78
68
30 63 67 59 5%
0%
10 Increasing stocks and Investing in digital Reducing the share Diversifying or
inventory inventory and inputsof imported goods or  increasing the
0 tracking services * number of countries
EU CESEE Manufacturing Construction Services  Infrastructure SMEs Large firms you import from *

Q. Has your company made any of the following changes to your sourcing strategy, or are you
European planning to make any of these changes this year?
Investment Bank Base: All firms (excluding don’t know/refused responses); * Base: All firms that import.




CESEE countries are exposed to trade with USA (and China) to a different degree

Final destination of domestic manufacturing Value Added
(% of GDP)
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W US B China
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The trade war: tariffs will play a role

Estimated effect of USA tariffs on EU economies

Share of EU Increase in Loss in EU GDP
Value added tariff Rates

China

Switzerland

Total Impact
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3.90%
0.12%

0.08%

20% 0.78% Direct

34% 0.041% Indirect

31% 0.023% Indirect

0.92%

Source: EIB calculation on ECD TiVA. Hypothesis: CESEE exports that get
consumed in US decrease by the amount of tariff increase (10%).

CESEE
Direct: 0.54%

Indirect: 0.04% Germany



Accelerating
Investments In

CESEE: where is
the potential?




A relevant share of CESEE firms is focusing on innovation, in line with EU

Future investments priorities (% of firms)

B New products / services Capacity expansion Replacement Other
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Adoption rates in CESEE of advanced digital technologies are similar to EU average

Use of advanced digital technologies

(% of firms)
%)
£
S
=
[T
o
N
53 55
40
39 35
20
EU CESEE US EU CESEE US EU CESEE US EU CESEE US EU CESEE US EU CESEE US CESEE  US
Internet of things Big data / Al 3D printing Augmented or virtual Digital platform Automation via robotics Drones
*1,2,3,4 *1,2,4 *1,3,4 reality technologies *1 *3
*2,3 *2,4
Sector: 1 = Asked to manufacturing firms, 2 = Asked to services firms, 3 = Asked to construction firms, 4 = Asked to infrastructure firms
Q. To what extent, if at all, are each of the following digital technologies used within your business? If you do not use the technology within
your business, please report this as well.
Reported shares group the responses of firms that implemented the technology “in parts of business” or had the “entire business organised
around jt”.
Il Fu ropean Base: All firms (excluding don’t know/refused responses).
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Intangible investments in CESEE are lower than in EU

The role of intangible investments The role of intangible investments, by country
(R&D, training, software, processes)
100
Czechia
90
80
[¢]
E 70 Latvia
<
% 60 Hungary
€
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)]
g
‘o 40 Estonia
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<
20
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10
Bulgaria
0
EU CESEE us Romania
Intangible (R&D, training, software, processes) Slovenia
Land, Building, Machinery and Equipment Slovakia
Croatia
0 20 40 60 80 100
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The climate transition is generating more concerns in CESEE, but firms are taking

action

Risks associated with the climate transition Measures to reduce greenhouse gas emissions
(% of firms) (% of firms)
100%

90%

80%

70%

0,
60% 91 87
50% 73 A
40% 52
36 33
30%

% of firms

20%
EU CESEE US EU CESEE US EU CESEE US EU CESEE US EU CESEE US EU CESEE US
10%
’ Any action Investing in new, Investing in energy  Onsite/offsite Waste Sustainable
0% less polluting, efficiency renewable energy minimisation and transport options
business areas and generation recycling
EU CESEE technologies

Risk = No Impact B Opportunity

Source: EIBIS 2022-2024

Note: Which of the following applies to your company regarding investments to tackle the impacts of weather events and to help reduce
carbon emissions?
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The EU is benefiting from its green leadership, even more so CESEE countries

The EU is a central node in green technology The EU is exploiting the green goods export
collaboration networks market growth
Number of green tech patents and co-patenting by country/region Exports of green goods (bn EUR)
CESEE:
400 259% +133%
0 65%
(W) 300 : A
|

5392 %8 | i

Vi |

% 2 200 22% '
A
3 100
‘88) 2%y
0
USA China European Union
Japan %
36503 Korez m 2017 m2023
15547

Source: PCT patents (PATSTAT), calculated by ECOOM, KU Leuven. Source: EIB staff calculations based on UN Comtrade data, IMF classification of low carbon technology and
Note: Each circle (or node) represents a country or region. The size of the node is proportional to the number of patents for environmental goods (HS 6 digits) and Eurostat PRODCOM (2024).

the country / region (red number within the nodes). The lines connecting the nodes (‘edges’) represent co-patenting links
between the countries or regions. The edge labels denote the number of co-patent applications between the connected
countries or regions.
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Removing
barriers,
leveraging on the
Single Market
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Uncertainty, energy costs and availability of skilled staff are even more acute

obstacles in CESEE than EU average

Investment obstacles (% of firms)

90 #1
H2
70
60
50
40
30
20
; I I I I I l
O B -
CESEE CESEE CESEE CESEE CESEE CESEE CESEE CESEE CESEE
Uncertainty Energy Availability of Business Labour market Demand for Availability of ~ Adequate Access to
about the costs skilled staff regulations regulations products or finance transport digital
future services infrastructure infrastructure
B EU — major obstacle EU — minor obstacle B CESEE— major obstacle CESEE — minor obstacle

: EIBIS 2024.
European Source S20
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The Single Market is a unique asset, but some barriers are visible: market

integration is a potential upside

Fragmentation of the Single market: main product or service subject to
varying requirements and standards across countries

77 71 81 76

(7]
£
_
=
Y
o
X

60 79
EU CESEE Manufacturing  Construction Services Infrastructure SMEs Large firms
Firms were asked whether their key product is subject to varying requirements, standards or consumer protection rules from
one EU country to the next. Source: EIBIS 2024.
European
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Financing the
transitions: the
role of risk
capital




Saving and Investment Union - young innovative firms lack opportunities: gaps in

scale-up finance, exit options and appropriate risk taking for critical technologies

EU scale-ups raise less capital than peers in Venture Capital based companies
San Francisco

Cumulative capital raised since establishment by scale-ups VCinvestment
(average, current Sm) (as share of GDP %)

700 0,06%

600

0,05%

EU gap relative to

500 San Francisco is 51%

0,04%

400
300

0,03%

200
0,02%

100

0,01%

0
0 1 2 3 4 5 6 /78 9 10

Years since establishment

0,00%

CESEE EU

=—Ff) ==San Francisco

Source: Fratto et al. (2024) based on PitchBook Data, Inc.
Note: The sample consists of companies that between 2013 and 2023 had market valuation between USD 500mn and 10bn. Source: EIB staff calculations based on Fratto et al. (2024) and PitchBook Data, Inc.



Financial market integration is necessary to bring adequate return to households

and bring household savings towards innovation finance across Europe

Households' savings need more Institutional investors need more
opportunities for returns EU-based opportunities
Household financial assets (% of total fin. assets) EU equity exposure by location (%)
100% 100
80% 80
I
I - 0
40% 40
20% 20
31
e
0% 0
CESEE EU27 us .
Others Pension funds Insurance
corporates

Insurance and Pension entitilement

Rest of the world

B Other Fin. Instruments (i.e. debt instruments, investment fund mEU27 (excl domestic)
shares, etc.) . .
Equity B Domestic

B Cash and Deposits

European Source: EIB staff calculations based on Bloomberg, EIOPA, Eurostat, FRED and IMF.
Investment Bank Note: Household financial assets computed as the average over 2018-2023. EU equity exposures are an average over 2017Q4-2023Q4.




Conclusions

Potential for investments in EU and CESEE ...
* Maintaining the key role of public investments

* With focus on innovation, digital (CESEE investments in line with EU in both
cases), intangible, climate and energy transition (with further potential for
CESEE to close the gap)

Barriers to investments are even more pressing in CESEE than in EU (uncertainty,
energy, skills). Same for the fragmentation of the Single Market

... leveraging on European strengths:
* Green leadership
 Effective social investment, focusing on maximising human capital outcomes
* Focusing on targeted and European policy measures
* Leveraging on Single Market

* Kk
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Thank you
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