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Financial Year 2017

SERV achieved considerably higher premium income
in 2017 than in the previous year, in spite of falling
new commitment. Both loss expenses and earnings
from debt rescheduling fell significantly in compari-
son with the previous year, while net profit/loss on
insurance and net income (NI) remained positive
around the level of 2016. New commitment fell again
in 2017 compared with the previous year, by 14 per-
cent to CHF 2.693 billion. The number of newly con-
cluded insurance policies (IP) fell slightly from 780 to
774, but remained at a comparatively high level. In-
come from premiums earned was increased from
CHF 48.1 million in the previous year to CHF 64.1 mil-
lion, in particular because of the conclusion of some
major transactions.

Loss expenses fell from CHF 74.8 million in 2016
to CHF 10.0 million. The drop was even greater in
the earnings from debt rescheduling (from CHF
110.2 million to CHF 31.5 million), as a result of
which SERV posted a net profit/loss on insurance of
CHF 85.6 million in 2017, slightly higher than in the
previous year. Personnel, non-personnel and finan-
cial expenses rose slightly compared with 2016,
leading to an operating profit of CHF 69.8 million. As
SERV recorded no interest income at all from cash
investments for the first time in 2017, NI was equal to
the operating profit of CHF 69.8 million.

Development of the Business Environment

SERV’s business performance was subject to gener-
ally great fluctuations compared with the previous
year, as a result of a few major transactions. Even so,
considering developments in international trade pol-
icy, the global economy and the Swiss export industry
is necessary when it comes to understanding SERV's
business performance in a long-term context.

Despite the persistent geopolitical uncertainties result-
ing from Great Britain’s exit from the EU, the unclear
foreign trade policy of the USA and the conflicts in the
Middle East and around North Korea, the global econ-
omy found its way back onto a solid growth path in
2017. In particular, emerging markets such as Brazil
and Russia reported positive economic developments
again following a lengthy recessive phase. The USA
and the Eurozone also contributed to broad-based
growth in the global economy. The Swiss export in-
dustry has benefited from the good state of the econ-
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omy in the buyer markets. Its competitiveness also
improved thanks to the weakening of the Swiss franc
against the euro since the summer of 2017, which
once again brought more orders for the MEM industry
in particular.

The commodity prices for oil and agricultural prod-
ucts remained largely stable in 2017, with some of
them rising again slightly compared with 2016. How-
ever, they are still at a relatively low level compared
with their record values in the years 2012/13. The
recovery in commodity prices certainly contributed to
the fact that the investment climate improved not only
in the emerging markets but also in parts of Africa
and in Central Asia and there was increased demand
from these regions once more for goods and services
in plant construction with SERV cover. In the preced-
ing years, the low commodity prices had weakened
some national economies both cyclically and with re-
gard to their currency reserves to such an extent that
payment defaults occurred and deals were abandoned
in breach of contract. As a result, SERV had to pay out
losses amounting to CHF 48.3 million in 2017.

Development of new Exposure and new Commitment
New commitment fell significantly from CHF 6.644 bil-
lion in the previous year to CHF 4.956 billion (-25 per-
cent). This reduction is mainly attributable to the
sharp fall in insurance commitments in principle
(ICPs) by 36 percent to CHF 2.264 billion (2016
CHF 3.527 billion). With 159 ICPs, there were also
slightly fewer commitments issued in 2017 than in
2016 (176). However, the number and amount of the
ICPs in a financial year can only serve as rough indi-
cators for SERV's future commitments, as on the one
hand, conclusions of major transactions are subject
to violent fluctuations and on the other hand, the per-
formance of a proposed transaction can stretch over
several months or even years before it is reflected in
the business statistics of SERV. What is remarkable is
the fact that the ICPs made up less than half of the
new exposure in 2017, having amounted to 53 per-
cent in the previous year.

At CHF 2.693 billion, new commitments were at an even
lower level in 2017 than in 2016 (CHF 3.116 billion)
and 2015 (CHF 3.197 billion). The reasons behind
the fall are first, the ongoing reduced demand for
multi-buyer insurance from the chemical and pharma-



New Exposure
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in CHF million
Insurance Insurance
policies (IP) commitments
(new commitment) Total in principle (ICP) Total new exposure
B short term mediu.m/longfterm B
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Countries
Bahrain - 36 0.5 807.1 - 8l07 05 - 920.7 810.7 | 921.2
Russia 116 7.7 166 2.1 282 9.8 731.2 444 .4 759.4 454.2
Indonesia = 14.0 7 1.1 125 11 26.5 583.0 - 584.1 26.5
Turkey 103.9 7.1 114.4 64.0 218.3 71.1 786.78 356.6 305.1 427.7
Iraq 102.1 113.0 132.0 - 1341 1130 1104 89.1 244.5 | 202.1
United States -89 42.5 188.0 5.3 196.9 478 - 2.1 196.9 | 49.9
United Arab
Emirates 125.0 18.7 291 38.9 154.1 57.6 77 38.2 161.8 95.8
Switzerland 488 154.3 463 24.1 951 178.4 721.79 4.0 117.0 182.4
Other countries 723.8 1686.4 330.4 925.0 1054.2 2611.4 7225 1672.3 1776.7 4283.7
Total 1127.7 1565.0 2692.7 2263.5 4956.2
Industries
Mechanical
engineering 280.0 146.9 180.6 253.2 460.6 400.1 1450.3 890.5 1910.9 1290.6
Power generation
& distribution 64.6 47.1 812.0 258.2 876.6 305.3 420.6 851.6 1297.2 1156.9
Chemicals & phar-
maceuticals 525.2 12588 - 4.1 525.2 1262.9 118.3 11.4 643.5 1274.3
Rolling stock & rail-
way technology 735.76 331.4 250.5 322.6 286.1 654.0 151.4 964.3 437.5 1618.3
Electronics 564 114.0 447 39.8 101.1 153.8 429 216.4 144.0 | 370.2
Engineering 108 14.5 920 138.3 102.8 152.8 107 149.1 113.5 | 301.9
Metalworking 102 17.2 526 6.7 62.8 239 130 29.2 75.8 53.1
Other industries 144.9 114.3 132.6 49.0 277.5 163.3 56.3 414.9 333.8 578.2
Total 1127.7 1565.0 2692.7 2263.5 4956.2

ceutical industries, which are increasingly carrying the
payment risks themselves or are able to reduce them
by means of other instruments, such as factoring or
cover from the private insurers. Second, there was
lower demand for insurance from the rolling stock and
railway technology sector in 2017 than in previous
years. The increase in new commitments in the power
generation and distribution sectors, as well as in me-
chanical engineering (textiles, foodstuffs and machine
tools) could not compensate for this fall. As a result,
the ratio between transactions with short risk periods
and transactions with medium to long risk periods has
shifted further in favour of the latter.

In 2017, the number of ICPs and IPs did not quite
reach last year's record of 956, but it is still high at
933 (774 IPs and 159 ICPs). In particular, the num-

ber of working capital IPs (2017: 120, 2016: 105) and
counter guarantees (2017: 175, 2016: 213) concluded
remains at a relatively high level. These products
make up 34 percent of the number of newly issued
|Ps and are still in demand, above all from Swiss SMEs.
These are indeed able to benefit from the current up-
ward trend in the export economy, but their balance
sheets have frequently been so weakened by the
franc-related difficulties in recent years that they are
still reliant on the cover provided by SERV. Against
this background, SERV will initially — through the end
of 2019 — waive any premium surcharges for the pur-
chase of cover in the case of working capital insur-
ance (from 80 to 95 percent) and counter guarantees
(from 90 to 100 percent).
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SERV’s Exposure and Commitment

SERV’s gross exposure amounts to CHF 10.217 bil-
lion as of 31.12.2017, only slightly higher than at the
end of 2016 (CHF 10.197 billion). But unlike the pre-
vious year, commitment rose significantly by 20 per-
cent from CHF 6.276 billion to CHF 7.525 billion as of
31.12.2017. This is attributable both to the slightly
higher number of current IPs (1311 compared with
1247 at the end of 2016) and the fact that once again
SERV insured a few export transactions with a higher
order volume in 2017. The level of current ICPs
dropped from CHF 3.921 billion to CHF 2.692 billion
at the end of 2017. However, it must be taken into
account that the number and level of ICPs are subject
to a high degree of fluctuation and for that reason it
is not possible to deduce any general trend from the
fall in 2017.

SERV’s highest commitment by country is in relation
to Bahrain at CHF 852.2 million as of 31.12.2017,
which accounts for around 11 percent of total current
commitments. The large increase in commitment,

OECD country risk categories, as of 31.12.2017

mH CRC2 CRC5
BcRrCO CRC3 MCRC6
[MCRC1 MWCRC4 MCRC7
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which stood at CHF 96.6 million in 20186, is attributa-
ble to a major transaction in the power generation and
distribution sector which was concluded in 2017. New
arrivals in the top ten are the United Arab Emirates,
where the commitment of CHF 120.1 million rose to
CHF 264.3 million because SERV insured two medi-
um-sized transactions from the vehicle industry and
in the recycling sector. The commitment in relation to
Ethiopia grew once again from CHF 250.6 million to
CHF 322.4 million. In connection with a railway pro-
ject, SERV issued a buyer credit IP enabling several
Swiss exporters to continue their involvement in the
second phase of this major project.

Organisation, Personnel and IT

There were no changes in the Board of Directors (BoD)
in financial year 2017. The term of office of the BoD
will continue until 2019. In the first half of the year the
BoD revised the SERV internal rules of procedure as
well as all the regulations within its competence. In
this context, the BoD dissolved its human resources
committee and transferred its responsibilities to the
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SERV understands OECD country
risk categorisation to mean

the categorisation of countries
by the OECD into the country
risk categories CRC 0—CRC 7
and High Income. CRC 0 is

the lowest country risk level,
while CRC 7 is the highest.
The category High Income com-
prises the high income OECD
countries and the high income
eurozone countries, which are
not classified by country risk.
The CRC influences the amount
of the insurance premium.

The premiums for High Income
countries and the countries

in CRC 0 are based on market
prices.

At www.report.serv-ch.com
there is an interactive map of
the world with more details.
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“The exciting thing
about SERV is working
at the interfaces
between industry, finance
and politics.”

Heribert Knittimayer
Head of Insurance Business
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existing finance and organisation committee (FOC).
Beyond this, no structural changes were made and
there were no more than minor textual modifications
and a formal tidying up of the regulations.

On 1 January 2017, Peter Gisler took over responsi-
bility as CEQO at SERV. He succeeded Herbert Wight,
who had stood down as CEO at the end of 2016 after
reaching retirement age. In the course of the change
of CEO, the Executive Board of SERV was reduced
from five to three members, with each of the members
of the Executive Board leading one of three organisa-
tional areas.

Due to the ongoing high number of proposed transac-
tions and their increased complexity, the BoD ap-
proved an increase in the staffing ceiling. The number
of employees rose from 47 to 51 (47.8 full-time equiv-
alents) with women making up 43.1 percent of the
workforce. In particular the department Client Advi-
sory, Legal & Compliance and International Relations
& Sustainability departments were given more staff.
As a result of the growth in staff numbers, the BoD
resolved to modify parts of the organisational struc-
ture of SERV. In particular, Client Advisory is now to be
split into three departments to increase the speciali-
sation of its employees. SERV committed itself again
to three apprentices in vocational training in 2017.

IT at SERV is currently engaged in a far-reaching
transformation process, the aim of which is to transfer
the systems to a sustainable IT architecture which
comprehensively supports the business processes of
SERV. Standardised processes are to be automated
and SERV is to be connected via open interfaces with
other stakeholders to create a company-wide digital
network.

With this objective, in 2017 SERV developed an IT
strategy which clearly formulates the aims and prin-
ciples of IT at SERV. IT solutions are in future to be
developed on the basis of a service-oriented archi-
tecture (SOA), with the systems development being
carried out with the help of experienced, external
suppliers. Professional project management will guar-
antee ongoing renewal and ensure that predefined
individual projects are initiated and completed in
good time. In this way, it will be possible in future to
guarantee that IT development is coordinated with
the requirements of public procurement.

Risk Policy, Risk Management and Cover Policy

The BoD is responsible for risk management and its
supervision at SERV. It defines the risk policy and
periodically evaluates the risk profile.
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SERV’s risk policy goals are as follows:

— compliance with the legal mandate taking the
various restrictions into account, especially
that of economic viability;

— protection of assets and reputation;

— establishing the principles and requirements
for cover policy.

In 2017 the BoD dealt with the risks faced by SERY,
based on regular reporting. It determined that risk
management was appropriate, both for the financial,
operational and strategic risks as well as reputation
risks.

SERV conducts an annual assessment of the risks
handled by the internal control system (ICS). The goals
of ICS include the safeguarding of assets, maintaining
proper accounting records and financial reporting,
and prevention or at least detection of unauthorised
actions and errors from the perspective of financial
reporting. Since 2016, the monitoring activities of
each of the identified key risks have been assessed
with regard to their effectiveness and efficiency, on a
scale of 1 to 5. The assessment in 2017 showed that
the effectiveness and efficiency of the monitoring ac-
tivities were good overall in terms of all the key risks.
Only in one case was there any reduced effective-
ness and efficiency of the monitoring activities, where
manual processes had to be used as a result of a lack
of system support. No essential faults were found in
the monitoring activities.

The risk classification of individual countries, banks
and private-sector buyers is determined in the cover
policy. The risk classification is used as a benchmark
when assessing insurance applications. In the course
of the OECD Export Credit Arrangement, which is
binding on SERYV, the country analysts of the export
credit agencies (ECAs), including analysts from SERYV,
met to classify individual countries into the OECD’s
country risk categories (CRC). The credit and country
analysts from SERV additionally studied particular
countries if they had seen marked improvement or
deterioration compared to the existing classification,
or if new applications had been made for insurance
covering these countries. Cover policy is the most
important flexible tool for risk management in the in-
surance business. Compliance with the various limits
in accordance with the risk policy, cover policy and the
appropriateness of capital level, taking risk concen-
trations into consideration, continued to be reviewed
in 2017 on an ongoing basis.

SERV’s executive employees assessed operational
risks on the basis of the following risk areas: systems,
processes, people, external events and legal risks.
These risks are evaluated according to their proba-



bility of occurrence and significance. Measures intro-
duced or implemented to reduce or eliminate risk are
monitored in the normal controlling process.

In 2017, SERV commissioned KPMG to carry out an
IT security analysis. The aim of the analysis was to
examine the vulnerability of SERV to cyber-attacks in
their various forms. Vulnerabilities were to be identi-
fied by means of penetration tests and validated by
means of targeted attacks from the Internet, WLAN
and susceptibility to malware attacks and phishing.
This analysis came to the conclusion that SERV was
exposed to an increased risk potential in relation to
external attacks. The identified critical vulnerabilities
were immediately eliminated; findings of medium and
low criticality are to be continuously addressed and
corrected to ensure IT security is comprehensively
ensured for SERV.

Sustainability

SERV checks any proposed insurance transactions
for their sustainability in the fields of the environment,
social responsibility, human rights and combating
corruption. When assessing insurance applications,
SERV observes in particular the relevant international
guidelines of the OECD, as well as the principles of
Swiss foreign policy according to Art. 6 para. 2 SERVG.
These include the peaceful co-existence of peoples,
respect for human rights and promotion of democ-
racy, conservation of natural resources, alleviation of
poverty and destitution in the world, but also preserv-
ing Switzerland’s independence and protecting its
national welfare. For the assessment of major projects
of environmental or human rights significance, the
Head of Sustainability conducted detailed reviews of
environmental and social aspects, making use of
appropriate experts’ reports; in several cases he also
made on-site inspections.

SERV maintains a regular dialogue with the relevant
non-governmental organisations (NGOs). It holds an
annual meeting with them, providing information about
its business results, specific current projects, devel-
opments at SERV and in the OECD export credit group.
At these events, SERV also attends to concerns of
importance to NGOs. In addition to representatives
from SERV, the organisations Alliance Sud, Public Eye
and Transparency International once again attended
Dialogue 2017. The NGOs in attendance expressed
their satisfaction with the open discussion and the
high level of transparency of SERV.

In 2017, SERV was visited by the Independent Expert
on Foreign Debt and Human Rights, who has written
a report on behalf of the UN Human Rights Council
on the subject of human rights in the context of inter-
national finance and cash flows in Switzerland. The
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measures taken by SERV to guarantee sustainability
receive positive acknowledgement in the report. There
is also a recommendation that local population groups
which are directly affected by an export transaction
supported by SERV should be even more directly in-
cluded by means of access opportunities at SERV.

In the field of anti-corruption, Swiss exporters were
visited in four cases in order to check their compliance
measures relating to the prevention of corruption.
SERV conducts such visits in the context of detailed
anti-corruption checks if there is any evidence of cor-
ruption on the part of the exporter.

International Relations

SERV regularly accompanies the Swiss State Secretar-
iat for Economic Affairs to the meetings of the OECD
Export Credit Group and the Consensus Group, which
is responsible for the OECD Arrangement on Officially
Supported Export Credits (OECD Export Credit Group).
In 2017, the OECD Export Credit Group particularly
focused on improved reporting for the documentation
relating to climate-friendly projects. The intention of
this is to contribute more in future to the promotion of
climate-friendly technologies. The currently applicable
recommendation on combating corruption in export
transactions is also to be revised and updated.

Sustainability Audit

SERV employs over 100 percent work time of an FTE for audit-
ing the export transactions for their sustainability. The Head

of Sustainability carries out local visits in the buyer countries,
where appropriate. For example, in March 2014, an initial
meeting was held with the buyer and the banks involved for

a railway project in Ethiopia, which started at the beginning

of 2015, in order to evaluate possible risks and draft some
appropriate measures.

One special feature of the project: a strip of land more than
50 m wide and around 400 km long is needed to build the
track. This is leading to some resettlements. For that reason,
particular attention is being given to a resettlement plan
which respects human rights. Affected residents must be
given appropriate compensation and a suitable alternative,

as well as the basis for a new livelihood (housing, farmland or
support for business start-ups). Other key topics include
possible damage to eco-systems as a result of building work,
which will have to be restored to their former state on conclu-
sion of the work, as well as compliance with safety regulations.

Since the start of the project, there has been ongoing monitor-
ing by a group of experts from an independent consultancy.
This monitoring takes place in close coordination with SERV’s
Head of Sustainability and with annual visits on site. In co-
operation with the export credit agencies (ECAs) that are also
involved in the project, EKN (Sweden) and EKF (Denmark),
SERYV also audits evaluation reports and decides about any
action that needs to be taken. “One positive side-effect of
our audit is a certain capacity development and a know-how
gain on the part of the Ethiopian buyer. The buyer values

the experts’ input and is already planning a further expansion
of the rail network,” explains Bernhard Muller, SERV’s Head
of Sustainability.
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In the interests of transparency,
SERV publishes all projects with
a contract value of more than
CHF 10.0 million on its website in
agreement with the respective
policyholders. These projects fall
into Category A according to
OECD environmental and social
guidelines, and are published

no later than 30 days prior to
issue of the relevant IP.
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In the context of the OECD Arrangement on Officially
Supported Export Credits, the temporary measures
introduced in 2009 for the facilitation of project fi-
nancing were no longer extended in 2017. Until now,
ECAs were able to offer a maximum repayment period
of 14 years for project financing in High Income
OECD countries with a financed or covered share of
up to 50 percent. This is now only possible with a cov-
ered share of up to 35 percent; for a covered share of
35-50 percent the maximum repayment period will
be limited to ten years.

The sector understanding on credit terms for the fi-
nancing of coal-fired power stations has been in force
since 1 January 2017. This provides for more restric-
tive credit terms for export financing in connection
with the modernisation and building of new coal-fired
power stations. There are also heightened notification
requirements for justifying the financing or support of
coal-fired power stations by an ECA.

In addition to multilateral cooperation, SERV is con-
stantly engaged in maintaining and expanding its bi-
lateral relationships with other ECAs. In that context,
reinsurance agreements with other ECAs are playing
an increasingly important role in order to take better
account of what are now the heavily fragmented inter-
national value chains of export transactions, by means
of reinsurance and parallel insurance. Having already
concluded a reinsurance agreement with US export
and import bank US EXIM in 2016, SERV was able
to conclude another agreement with British ECA UK
Export Finance (UKEF) in 2017. It became possible
to conclude these two reinsurance agreements after
the requirements for the adoption of the insurance
conditions of the primary insurer by SERV were made
more flexible by means of the partial revision to the
SERV Act in 2016. SERV now has reinsurance agree-
ments with 16 ECAs.
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Audit by the Federal Financial Audit Office

In February 2017, the Federal Financial Audit Office
(FFAO) published its report on the audit of the imple-
mentation of the legal remit and the strategic objec-
tives of export risk insurance. In it, SERV scores well
in some important respects. The BoD and the Execu-
tive Board had a good level of expertise and main-
tained intensive cooperation. The organisation with
the separation of Client Advisory Services & Under-
writing, Credit & Country Analysis, as well as Claims
& Recovery, was good and the key processes were
appropriately equipped. The financial risk manage-
ment was adequately well-developed, the rendering
of accounts was appropriate overall and the risk cap-
ital was of conservative proportions. The FFAO drew
attention to the weight of some major clients in terms
of premium income, as well as the strategic signifi-
cance of the IT modernisation, and recommended
that procurement should be better aligned on the
relevant legislation. The BoD had already recognised
the critical points identified by the FFAQ, and initiated
measures to deal with them.



Losses and Claims

In the year under review, SERV made indemnity pay-
ments totalling CHF 48.3 million (cf. p. 33). Of this
amount, CHF 11.5 million was payment for losses
already recognised in previous years; CHF 36.8 mil-
lion was paid out for newly reported losses. Conver-
sely, SERV realised CHF 8.8 million in recoveries as a
result of implementing recovery measures in 2017.
CHF 8.0 million were written off as definitive losses
(cf. p. 42).

Claims from losses rose in 2017 by a total of CHF
0.6 million to CHF 409.8 million. The biggest dis-
bursements related to risks in Switzerland amount-
ing to CHF 22.3 million, risks in Russia amounting
to CHF 5.7 million and Indonesian risks amounting to
CHF 5.2 million. The biggest recoveries amounting
to CHF 4.8 million related to Iran transactions, while the
highest write-off of unrecoverable claims amounting
to CHF 5.1 million related to Swiss risks arising from
working capital insurance and counter guarantees.

As in previous years, it was also possible in 2017 to
avoid some imminent losses through restructuring of
due dates and extending cover.

SERV did not post any recoveries from restructuring
with public debtors in the year under review. The rea-
son for this is that there is a restructuring agreement
with North Korea at the moment, according to which
North Korea is currently exempt from repayments.

Claims from Restructuring with Public Debtors

in CHF m, not value adjusted
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With reference to the countries listed on page 16 with
which debt rescheduling agreements were concluded
in the Paris Club, all the debtor states met their pay-
ment obligations in the year under review, apart from
Sudan.

Following the multilateral debt rescheduling agree-
ment reached in the context of the Paris Club in De-
cember 2015 between Cuba and its creditors, Switzer-
land concluded a bilateral agreement with Cuba for
claims amounting to CHF 127.6 million, of which cap-
ital and accrued interest totalling CHF 47.3 million
are to be repaid by 2033. In return, SERV will waive
default interest of CHF 82.2 million gradually in pro-
portion to the repayments made.

In November 2014, a bilateral debt rescheduling
agreement was concluded between Argentina and
Switzerland relating to the accrued capital, interest
and default claims amounting to CHF 454.2 million
as of 1 May 2014. This agreement stipulated that
the entire outstanding amounts should be repaid by
2019. The agreed annual minimum payments have
been made by Argentina to date.

In the case of countries for which SERV has claims
from losses or with which a debt rescheduling agree-
ment has already been concluded, SERV’s credit bal-
ances are value adjusted (cf. pp. 40 and 41).

31.12.2017 31.12.2016 Change
Total claims 3rd parties” SERV Total claims 3rd parties” SERV Total claims SERV
(D=(2)+(3) 2) 3 (4)=(5)+(6) <) (6) (7)=(1)-(4) (8)=(3)-(6)
North Korea 208.9 26.5 182.4 205.1 26.0 179.1 3.8 3.3
Total 208.9 26.5 182.4 3.8 3.3
Y policyholders or assignees
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Claims from Losses (excluding policyholders deductibles)

in CHF m, not value adjusted

31.12.2017 31.12.2016 Change
77777777777777777777777777777777 D @ - @@=
SaudiArabia 254 — lesa -
Greece s07 7 -
Zimbabwe 3z 37.0 oz
Spain 413 777777 24 -11
lndig 23 233 30
Switzertand -~ 26.3 93 17.0
Brazig 213 20.9 o4
Russg 198 141 5.7
Georga 109 O -
Mexico LU — 09 -03
Other countries 37.0 31.3 5.7
Total 409.8 379.2 30.6
Credit Balances from Debt Rescheduling Agreements
in CHF m, not value adjusted
31.12.2017 31.12.2016 Change
Total credit Con- 3rd Total credit Con- 3rd Total credit
bzrﬂrlance federatiqn partiesf’ SERV brarlance federat\on pamesf’ SERV barlance SERV
(1= (5)=
rrrrrrrrrrrrr ‘(2)+v(§‘)+(4}v o ”(2V) o ”(3) o ”(4) (B)+(7)+(8) (6) ) @ 9=(D-5) (10)=(4)-(8)
Argentina 2738 - 529 2209 353 S...029 2624 -5l 415
Swan 1449 917 - 832 1M9 917 B2 T -
Cupa 229 - 319 910 126.8 - 33.3 93.5 -39 -25
Serba 85 - 230 635 943 - 25.1 69.2 -7.8 -5.7
Pakistan 80 35 47 768 9L.1 3.6 5.0 82.5 -6.1 -5.7
indonesia 577 .31 .52 494 708 37 . 64 607  -131 113
lgq 473 - 157 316 516 - 17.1 34.5 -4.3 -29
Bosnia and
Herzegovina 24.7 - 6l 186 254 - 6.3 19.1 -07 -0.5
Egypt 121 - 26 95 151 - 3.2 11.9 =30 -24
Cameroon 25 S ...03 22 30 .04 26 05 -04
Honduas 19 m 02 LT 20 .02 18 01 -01
Bangadesh 15 .02 .- .13 18 02 18 03 -03
Montenegro 15 - .08 12 17 S04 13 02 -1
Kenya 0.7 - 0.2 0.5 1.4 - 0.3 1.1 -0.7 -0.6
Total 863.0 98.5 143.1 621.4 955.2 99.2 160.6 695.4 -92.2 -74.0

" policyholders or assignees
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Outlook

SERV pursues its objectives according to the SERV Act
and the strategic requirements of the Federal Council.
That means with its insurance and guarantee services
it supports the creation and preservation of jobs in
Switzerland and facilitates participation in interna-
tional competition for the Swiss export industry. In the
strategic goals for 2016-2019, the Federal Council
expects SERV to actively support the export sector by
relieving it of major financial risks on the international
markets, promoting export financing by the financial
market by providing risk-reducing products, and sim-
plifying access to export finance for the SMEs.

Growth Stimuli for the SERV Business

The Swiss export industry will benefit from a powerful
world economy and the weaker Swiss franc in 2018.
For that reason, SERV expects clear growth stimuli in
its insurance and guarantee business in the coming
year. Since exporters are increasingly opening up
new markets in Africa, Asia and Latin America, where
the payment and credit risks are relatively high, there
are signs of increasing demand for SERV cover. SERV
also expects unchecked demand in 2018 for insur-
ance solutions for SME finance, which have grown
continuously since their introduction in 2009. In this
context, SERV makes an important contribution with
its working capital insurance and counter guarantees
to supporting export-oriented enterprises in their li-
quidity management and in that way securing jobs in
Switzerland.

Changes to the Business Structure

In the case of major infrastructure projects of a pro-
ject finance nature, good insurance solutions which
enable attractive financing options are playing an in-
creasingly important role for the award of contracts.
In order to be able to define the framework for their
financing concepts as early as possible, exporters or
project sponsors increasingly often contact SERV at a
very early stage of business development. As a result
SERV is increasingly taking on the role of (co-) struc-
turer, for which it has to employ staff with the appro-
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priate skills. Some important changes to the business
structure also result from the increasingly vertical,
cross-border fragmentation of production stages. Inter-
national integration is thus increasing fast and value
chains are becoming ever more global and complex.
In this context, SERV can make an important contri-
bution to the promotion of Switzerland as a business
centre with a flexible application of the rules about
minimum Swiss content.

Strategic Thrusts

In order to meet the needs and requirements of its
clients even better in future, SERV implemented vari-
ous organisational measures in the second half of
2017: The redistribution of underwriting for the start of
2018 into the three departments, Project and Struc-
tured Finance, Large Enterprises and Small & Medium-
sized Enterprises, plays a key role in this. In order to
take account of the increasing complexity of struc-
tured insurance and financing solutions, the continu-
ous and sustained training of personnel is of very
great importance. In addition to its marketing activi-
ties in Switzerland, SERV also intends to improve its
international visibility. This will be achieved by means
of targeted measures in buyer markets to demon-
strate at an early stage in a major project the willing-
ness to insure the export of goods and services from
Switzerland. In this way, SERV can open up the op-
portunity for new business deals to Swiss exporters.

In 2018, SERV will subject its business processes to
an in-depth audit. In doing so, the intention is to
create the basis for handling insurance solutions effi-
ciently and quickly with a service-oriented IT architec-
ture and as a result to create more scope for advising
the clients.
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In 2017, SERV supported various
major financing deals for export
transactions in the power gener-
ation and distribution industry
with some innovative insurance
solutions. From these projects,
SERV expects to issue IPs with an
exposure of approx. CHF 1.4 billion
and a premium income of
approx. CHF 185 million in the
first quarter of 2018.

“Our complex business
repeatedly presents us
with new challenges:
for example, the increasing
number of major
transactions in the project
finance sector
demands the innovative
further develop-
ment of our products.”

Peter Gisler
CEO
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Multi-year Comparison
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Average
existing commitment
2008-2017

Average
new commitment

TS 2008-2017

Viewed over the last ten years,
the average commitment

of SERV is CHF 6.700 billion.
It is above average in 2017
at CHF 7.525 billion. The
average new commitment is
CHF 3.366 billion (2016:
CHF 3.451 billion) and

is below average in 2017

at CHF 2.693 billion.

Since the introduction of the
counter guarantee and working
capital insurance in 2009,
demand for these two products
has grown steadily. The two
products assist Swiss exporters,
SMEs particularly, in optimising
their liquidity management.

In 2017, the proportion of the
two products relative to the

total number of new transactions
(IP) stood at 34 percent, placing
it in line with the previous
year’s level. It is expected that
demand for these products

will remain constant or even
continue to increase.
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Over the last ten years, SERV has implemented the
development objectives set by the legislators as well
as the financial requirements with regard to economic
viability and business management. It is well known
among major exporters from the plant construction,
mechanical engineering, metalworking and electrical
engineering sectors, as well as chemicals and phar-
maceuticals. Exporting SMEs are also increasingly
benefiting from SERV’s product range, in particular
from the counter guarantees and working capital in-
surance products that were introduced in 2009.

SERV's commitment has slightly increased since
2008, from CHF 7.155 billion to CHF 7.525 billion,
and is again slightly above average, as the commit-
ment rose significantly in 2017 compared with the
previous year, as a result of some insured major trans-
actions. Unlike the existing commitment, the new
commitment still remains below the ten-year average,
coming to rest at a low value of CHF 2.693 bhillion,
although the number of newly insured transactions
has more than doubled, from 328 in 2007, the year
SERV was founded, to 774. The reason for this is that
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The course taken by premium
income and loss expenses
indicates the volatility of SERV's
business. Large transactions
have a strong impact on the two
key parameters, resulting ac-
cordingly in spikes in the annual
data. SERV’s business perfor-
mance must always be viewed
against this background.

SERV has increasingly covered export transactions
with smaller order and insurance volumes over the
last ten years.

Economic viability 2 has always been positive over the
last ten years, amounting to CHF 23.4 million on av-
erage. That means that in the last ten years SERV has
at all times been able to cover its operating expendi-
ture and the actuarially calculated losses arising from
its risk portfolio by means of its premium and interest
income from cash investments. SERV has so far been
able to finance itself sustainably. However, as a result
of the interest rate movements which have been dis-
advantageous from the perspective of SERV, interest
income has reduced steadily over the years, with the
result that in 2017 economic viability 2 is for the first
time at the same level as economic viability 1.

SERV Annual Report 2017

19





