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Executive Summary 
 
There is broad agreement that Europe needs more investment, but that fiscal constraints limit what 
governments can do. This policy note conducts a balance sheet analysis of the European Investment 
Bank (EIB) to determine the degree to which it is operating at capacity to support Europe’s priorities. It 
finds that EIB’s financing has stagnated over the past decade and that EIB has conducted a sharp de-
leveraging that is out of step with its risk management policies and those of its peers.  
 
This policy note observes that EIB has significant capacity to increase its financing — at no fiscal 
cost to its shareholders and with no ramifications for its credit rating. 
 

 
Over the past decade, EIB’s loans outstanding have grown by just 1.5%. By comparison, IDB’s grew by 
55%, IBRD’s by 71%, and EBRD’s by 73%. 
 

 
In order to sustainably scale up EIB’s financing operations, this policy note encourages EIB to build out 
its policy pipeline, strengthen its collaboration with partners, and expand its work beyond the EU: 
 

 

• If EIB were to make comprehensive use of the leverage ratio limit the EIB Board and European 
Council approved in 2024, it could deploy an additional €190 billion. 

• Robust income growth of €28bn over the past decade should have increased EIB’s lending. 
Instead, EIB’s reserve account swelled by €22.3bn, to €58.5bn. EIB’s reserve is now larger than 
the total usable equity of all other MDBs — including IBRD (€46.54bn). 

• By not using its income to increase lending, EIB conducted a 191 percentage point de-
leveraging. IBRD had equivalent equity growth yet increased its leverage by 101 ppt.  

• EIB’s Board has set its leverage ratio limit at 290%, yet its current leverage ratio is just 210.3%. 
This means it has €190 billion in spare lending capacity.  

• EIB’s liquidity coverage ratio has a regulatory minimum of 100%, yet EIB’s current liquidity 
coverage ratio is 725%. This means it holds €57.75 billion in excess cash. 

 EIB should deploy a portion of its €28bn in unused net income to project preparation 
facilities and development partners to develop and enable new lending opportunities. 

 EIB should explore joint financing opportunities with peer MDBs and European DFIs. 

 EIB should scale up EIB Global to support Ukraine and other partners outside the EU. 

 If EIB cannot identify ways to make use of its income, it should follow standard practice for 
financial institutions and return excess cash to shareholders in the form of a dividend.  
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1. Introduction: Financing Europe’s New Economic Agenda 
 
European policymakers have become increasingly focused on financing urgent priorities such as 
clean energy, defence, advanced manufacturing and more. Estimates are large, and they will be 
difficult to meet in the context of fiscal retrenchment in most countries. The EU needs an additional 
€477 billion annually to meet its climate targets and an additional €250 billion annually to meet its 
defence needs.1 Mario Draghi calculates the total hole that Europe must fill to be on the order of  €750 
billion to €800 billion in additional annual investment across a range of sectors — a vast sum that cannot 
be filled by public investment alone, but is expected to be catalysed by an array of public investment 
sources.2 Beyond these priorities, there is also the need for basic budget support. The Recovery and 
Resilience Facility (RRF), a lending envelope of €385 billion that serves as the “centrepiece” of 
NextGenEU, will wind down in 2026. For governments that have relied heavily on the RRF and that will 
struggle to finance themselves sustainably in today’s higher interest rate environment, financing gaps 
in core budgets will widen next year. 
 
To meet these financing needs and catalyse greater private sector investment, attention tends to 
revolve around NextGenEU, the joint financing programme of the European Union that authorised 
€750 billion in common borrowing in response to Covid-19. Christine Lagarde, Mario Draghi, Enrico 
Letta, and others have encouraged expanding this to bolster public investment.  
 
However, key actors in Europe remain firmly opposed to debt mutualisation. In a recent position 
paper, Germany ruled out the possibility of extending NextGenEU joint financing: “The federal 
government rejects a perpetuation of this extraordinary and temporary instrument; an extension is legally 
excluded.”3 The Netherlands, Denmark, and Finland have levelled opposition as well.4  
 
Other variations on debt mutualisation have been advanced that focus more narrowly on euro 
internationalisation. Most notably, Olivier Blanchard and Angel Ubide propose de-fragmenting the 
market for euro safe assets. The EU would issue “Euro Bonds” totalling 25% of countries’ GDP (€5 
trillion), with which it would buy back €5 trillion in outstanding European government bonds.5 This 
would be complemented by a “replacement” operation wherein the EU would issue Euro Bonds as 
government bonds mature, rather than having national governments roll them over as they otherwise 
would. A similar proposal can be found in the Letta Report More Than A Market, which proposes unifying 
the market for Europe’s supranational bonds — making them “fully homogenous by marketing them under 
a single name.”6 Both proposals focus on building out the supply of euro safe assets by issuing more 

 
1 Andersson et al. “Green investment needs in the EU and their funding.” ECB Economic Bulletin. Issue 1. 2025;  
Burkilov, Alexandr and Guntram Wolff. “Defending Europe without the US: first estimates of what is needed.” 
Bruegel. 21 February 2025. 
2 Draghi, Mario. “The future of European competitiveness.” 9 September 2024. 
3 Rinke, Andreas. “Germany sees limited financial leeway on next EU budget, policy paper shows,” in Reuters. 14 
June 2025.  
4 Tamma, Paola. “Denmark and Finland reject more common EU debt,” in The Financial Times. 8 July 2025; 
Tamma, Paola. “Brussels to seek more joint debt in EU budget plan,” in The Financial Times. 3 July 2025.  
5  Blanchard, Oliver and Angel Ubide. “Now is the time for Eurobonds: A specific proposal.” Peterson Institution for 
International Economics. 30 May 2025.  
6 Letta, Enrico. Much More Than a Market. European Council. April 2024.  

https://www.ecb.europa.eu/press/economic-bulletin/articles/2025/html/ecb.ebart202501_03~90ade39a4a.en.html
https://www.bruegel.org/analysis/defending-europe-without-us-first-estimates-what-needed
https://commission.europa.eu/topics/eu-competitiveness/draghi-report_en#paragraph_47059
https://www.reuters.com/markets/europe/germany-sees-limited-financial-leeway-next-eu-budget-policy-paper-shows-2025-06-14/
https://www.ft.com/content/45592d3f-c243-4108-9e9d-7c5ff0387d0e
https://www.ft.com/content/2f12781a-c087-4884-a6ae-92479fa20a3d
https://www.piie.com/blogs/realtime-economics/2025/now-time-eurobonds-specific-proposal
https://www.consilium.europa.eu/media/ny3j24sm/much-more-than-a-market-report-by-enrico-letta.pdf
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supranational bonds, with the aim of bringing down borrowing costs to support Europe’s broader 
economic priorities. 
 
These proposals may be good and necessary; however, there are a few caveats. First, they do not 
increase the quantum of financing towards Europe’s priorities: they only de-fragment the bonds behind 
existing financing. Second, they face entrenched political opposition. Third, they raise tricky technical 
questions of a legal and financial variety. 
 
The Blanchard-Ubide proposal must address concerns regarding how €5 trillion in buyback and 
replacement operations — large but ultimately incomplete operations relative to the outstanding stock 
of euro area government bonds (€13.5 trillion) — might cause financial distortions in Europe’s sovereign 
debt markets. The Letta proposal may be necessary for putting supranational bonds “firmly at the 
centre of the EU’s financial architecture,” as Letta urges. However, marketing the bonds of the EU, ESM, 
and EIB collectively may require changes to the legal and capital structures of each institution. Neither 
proposal appears likely to move in the foreseeable future. 
 
Identifying a supranational actor capable of scaling up financing for Europe’s priorities inevitably 
leads attention to the European Investment Bank (EIB). Last year, researcher at Bruegel have 
developed arguments much along those lines7. The EIB is the world’s largest MDB, and it is a major 
provider of financing for European priorities.  
 
Moreover, the EIB’s ability to increase its financing is a function of financial considerations rather 
than political processes. No EU votes or budget bills govern or obstruct EIB’s day-to-day operations. 
If it has the balance sheet capacity and project pipeline to do more, it can proceed without delay.  
 
Indeed, if it can do more, it is expected, as a policy and financial matter, to do more.  European 
taxpayers have provided fiscal resources to the EIB — equity contributions — for those fiscal resources 
to be used. Shareholders forgo earnings on EIB’s lending to allow EIB to continue expanding its 
operations. Spare balance sheet capacity would reflect the under-utilisation of shareholder equity, 
contravening shareholders’ fiscal policy decisions. 
 
Furthermore, having spare balance sheet capacity necessarily means the bank is undershooting its 
potential to earn loan income. The EIB has a fundamental fiduciary obligation to shareholders to make 
use of its lending capacity to generate income and grow its equity base. A stagnant loan portfolio that 
falls short of previous leverage ratios and remains well below the statutory leverage ratio limit indicates 
that the EIB is not generating the income it should. 
 
To that end, this policy note conducts a balance sheet analysis of the EIB. Its main finding is that the 
EIB has undergone significant de-leveraging over the past decade. A few figures highlight how the EIB 
is undershooting its balance sheet potential in a way that is inconsistent with the EIB’s risk 
management policies and out of step with MDB peers. 

 
7 Maria Demertzis, David Pinkus, Nina Ruer. “The European Investment Bank can afford to take more risks.” 
Bruegel. 8 July 2024. 

https://www.bruegel.org/analysis/european-investment-bank-can-afford-take-more-risks
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For shareholders, these data points flow into one overarching point: EIB is under-utilising its equity, 
both as a function of past EIB’s balance sheet policy and, in comparison with MDB peers. Shareholders 
should call on the EIB to develop a roadmap for making use of its €190 billion in headroom. 
 
After a balance sheet analysis of EIB and an examination of its de-leveraging over the past decade, this 
policy note proposes two ways for EIB to mobilise its excess profits and equity growth in support of 
shareholders’ priorities.  

• Stagnant lending: There has been a push across the MDB system to increase MDBs’ lending to 
support a wide range of priorities. Over the past decade, IDB’s loan book has increased by 55%, 
IBRD’s has increased by 71%, and EBRD’s has increased by 73%. By comparison, EIB’s has 
increased by just 1.5%. 

 
• De-leveraging by sitting on profits: The main reason why a financial institution would halt the 

growth of its balance sheet is if it had to financially. In such a circumstance, a drying up of 
profits may force a bank not to extend new financing. This was not the case for EIB. EIB has 
earned €28 billion in net income over the past decade, supporting a 37% growth in its equity. 
This is comparable to IBRD, whose equity has increased by 35%. Yet, IBRD has used its income 
to support an expansion of its lending, while EIB has not. EIB has conducted a de-leveraging 
of 191 percentage points, while IBRD has increased its leverage by 101 percentage points. 

 
• Out of step with risk metrics: Another reason an institution might de-lever is if it has to do so 

as a risk management matter. However, this is also not the case for EIB. EIB is not near its 
statutory leverage ratio limit — which checks the quantity of loans it can hold against its 
subscribed capital, reserves, and profits at 290%. EIB took the step of increasing the leverage 
ratio limit from 250% to 290% last year, billing the move as a positive response to the G-20 
Capital Adequacy Framework Review. However, EIB’s leverage ratio under this metric is just 
210.3%. EIB’s de-leveraging is at odds with its Board and the European Council’s decision to 
expand its leverage ratio limit. EIB is also not near its liquidity coverage ratio — the quantity 
of liquid assets EIB is meant to hold against its net cash requirements. EIB’s mandated liquidity 
coverage ratio is 100%, yet EIB's current ratio is 725%, reflecting that it holds €57.75 billion in 
spare cash. Moreover, EIB has maintained AAA ratings across all of its Credit Rating Agencies 
through the past decade. Higher leverage ratios in the past never called into question EIB’s AAA 
rating, further indicating that de-leveraging was not required. 
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2. A Balance Sheet Analysis of the EIB 

2.1.  Applying the CAF Review to EIB 

In 2021, the G20 launched the Independent Review of MDBs’ Capital Adequacy Frameworks (CAF). 
The effort was intended to take a new and rigorous look at the balance sheets of all the major MDBs to 
determine the scope they had to increase their lending capacity. This included properly weighting their 
callable capital and preferred creditor status, as well as analysing more basic facets of their risk-
bearing capacity — namely, a prudent equity-to-loans ratio. 
 
Most subsequent policy work focused on IBRD. There have been signature achievements, yet 
implementation has been uneven. The focus has been on the IBRD’s equity-to-loans ratio, which was 
successfully brought down as a “policy minimum” from 20% to 18%. Yet IBRD’s actual E-L ratio remains 
stuck at 21.6% — meaning it has not actually used the headroom it has been given.8 Similarly, while there 
has been a thoughtful conversation around the potential “uplift” provided by IBRD’s $296 billion in 
callable capital, callable capital remains unincorporated and has not resulted in an expansion of IBRD’s 
lending activity. IBRD’s total outstanding loans have grown by 25% in the four years since the CAF 
review. Its loan book grew by 23% in the four years prior to the review, implying no real lending change 
after and as a result of CAF.9  
 

 
8 World Bank Group. “Finances One Dashboard — 31 March 2025.” Accessed: 11 July 2025.  
9 IBRD. “Financial Statement — 2021.” 30 June 2021.  

1. Rebuild the Project Pipeline:  In order to source, assess, and develop new lending 
opportunities that would allow for a sustainable return to a prudent leverage ratio, EIB should 
deploy a portion of its €28 billion in excess profits to project preparation facilities and 
development partners to rebuild EIB’s project pipeline. 

 
2. Co-Finance with MDBs and shareholder DFIs: EIB should explore joint financing opportunities 

with peer MDBs — most notably, through the World Bank’s Global Cooperative Financing 
Platform. Broader conversations can also be held with European development finance 
institutions to use EIB’s balance sheet space to boost financially sound and policy-aligned 
lending conducted by its shareholders’ DFIs. 

 
3. Reforming the Guarantee Architecture to Scale up EIB Global: EIB Global was established in 

2022 to serve as the lending arm of EIB that works beyond the EU. It has conducted much of its 
financing in Ukraine. In 2023 and 2024, it approved €8.3 billion and €8 billion in loans, 
respectively. However, it only disbursed €6 billion and €5.8 billion in those years. It aims to 
approve €9 billion in 2025. A work plan should be established to scale up EIB Global and increase 
its disbursement ratio. This could bridge critical funding gaps in Ukraine and fill development 
finance shortfalls among other partners beyond Europe. 

https://financesone.worldbank.org/summaryinfo/ibrd
https://thedocs.worldbank.org/en/doc/9e6e5c7c885899cba176dd6e1409cbeb-0040012021/original/IBRD-Financial-Statements-June-2021.pdf
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Despite their incomplete implementation, the CAF recommendations have been much more 
absorbed by IBRD than by other MDBs. This includes the EIB, the world’s largest MDB. The most notable 
move the EIB has taken in response to the review was to expand its statutory leverage ratio limit from 
250% to 290%.10 However, EIB’s actual leverage ratio by this accounting stands at just 210.3% — it is 
not near a level at which increasing the leverage ratio limit would be helpful.  
 
There is a clear need to incorporate the world’s largest MDB into the analysis of MDBs’ lending 
capacity. As EIB’s shareholders have been among the most vocal supporters of capital adequacy and 
balance sheet optimisation measure reforms elsewhere, they should turn their attention to the MDB, 
which they wholly own.  
 

2.2. Understanding EIB’s De-Leveraging: An Analysis of EIB’s Equity 
Growth and Loans-to-Equity Ratio 

Since 2020, EIB’s outstanding loans have grown by just 2.69% — a fraction of the 25% growth of 
IBRD’s outstanding loans over the same period. This is in keeping with EIB’s long-stagnating loan book, 
which has grown by just 1.5% over the past decade, from €450 billion to €457 billion.11 In 2024, EIB’s €58 
billion in new loan disbursements was 9% below its annual disbursements a decade prior. 
 

Figure 1. EIB'S Loan Book is Stagnant. Why? 
 

EIB's loans outstanding have increased by just 1.5% over the past decade,  
and its lending in 2025 was 9% lower than in 2014 

 
Source: EIB Financial Reports 2014-2024, Author's Calculations 

 
To understand why EIB’s lending activity has stagnated and its safe asset issuance has contracted — 
and to determine whether this was necessary or unnecessary — we must understand the dynamics 
around its equity.  
 

 
10 European Council. “EIB: Council grants the bank greater flexibility to manage its investment capacity.” 11 March 
2025. 
11 EIB Financial Statements, 2014-2024. 

https://www.consilium.europa.eu/en/press/press-releases/2025/03/11/eib-council-grants-the-bank-greater-flexibility-to-manage-its-investment-capacity/
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EIB’s equity, “Own Funds,” comprises shareholders’ paid-in capital, reserves (i.e. retained earnings), 
and profits for the financial year. Had EIB’s equity stagnated or fallen over the past decade, it would 
have made sense for its loan book to remain flat and its safe asset issuance to shrink. In such a 
circumstance, this would have meant that EIB’s leverage ratio remained consistent. However, if equity 
grew — because EIB was earning net income through loan revenue, which flowed back into the equity 
base — this would mean that the stagnation of EIB’s loan book and fall in its funding reflected a curious 
de-leveraging. 
 
The latter is what occurred. EIB’s equity has grown by 37% due to the bank bringing in stable profits, 
averaging €2.5 billion per year over the past decade for a total of €28 billion in net profit.  
 

Figure 2. Shareholders' Equity is Growing. What is EIB Doing With It? 
 

Equity has grown by 37% with steady profits totaling €28bn over the past decade. 

 
Source: Financial Statements 2014-2024, Author's Calculations 

 
Understanding what a bank does with its equity is expressed through leverage ratios: to what degree 
is it using equity to increase its assets and liabilities. There are different types of leverage ratios, and 
it is important to be clear about which ratios we are assessing. We are concerned with EIB’s loans-to-
equity ratio. 
 
Loans-to-equity captures how much policy lending EIB is extending against its equity. It is a better 
gauge than the broader “assets-to-equity” ratio, which adds in other assets such as the liquidity 
portfolio, property holdings, and other non-policy-related items. (It is also a more intuitive metric than 
equity-to-loans, which falls as leverage rises. Instead, a higher loans-to-equity ratio means higher 
leverage, and a lower loans-to-equity ratio means lower leverage.) 
 
We see clearly that EIB has engaged in a sharp de-leveraging over the past decade. It is making less 
and less use of equity to finance priorities such as clean energy, infrastructure, defence, and advanced 
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manufacturing. While EIB’s equity has grown by 37%, EIB’s loan book has grown by just 1.5%. This means 
its loans-to-equity ratio has collapsed by 191 percentage points.  
 
Framed in terms of its equity-to-loans ratio, which has become a familiar metric for followers of capital 
adequacy framework policies, EIB has moved in the opposite direction of the G-20 CAF push. EIB’s 
equity-to-loans ratio was an industry-leading 13.5% in 2014. As of 2025, it is 18.3%.  
 

Figure 3. EIB'S Great De-Leveraging: Falling Loans-to-Equity Ratio 
 

As EIB's equity has grown with new income and its loan book has flatlined,  
EIB's leverage has collapsed by 191 ppt. 

 
Source: EIB Financial Reports 2014-2024, Author's Calculations 

 
This de-leveraging should be concerning for shareholders. The political-financial agreement of an 
MDB is that shareholders waive profits — allowing the MDB to retain all earnings — so that MDBs can 
steadily grow their operations and continue to support the full suite of shareholders’ policy priorities. 
Yet as EIB shareholders have foregone €28 billion in net profits over the past decade, EIB has done the 
opposite of what shareholders expect it to do. 
 
This problem can also be cast in non-policy, financial terms: EIB is doing less business and generating 
less profit than it previously could with the same amount of equity — meaning shareholders’ equity is 
not growing as much as it should. That is a bad financial deal for European governments, which is out 
of step with the bank’s basic mandate to operate as a bank.  
 
Had EIB maintained a consistent leverage ratio over the past decade, its shareholders naturally 
would have benefited from higher loan income and stronger equity growth. This financial 
consideration is, of course, secondary to the policy purpose of the EIB, and the opportunity cost of the 
EIB’s de-leveraging is clearer as a policy matter. 
 
 If EIB were to return to its 2014 loans-to-equity ratio, it would be providing €160bn in additional 
financing to Europe’s priorities — roughly equivalent to its 2022, 2023, and 2024 loan disbursements 
combined.  
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2.3. Risk Analysis: How EIB’s De-Leveraging Is Out of Step With 
Internal Risk Metrics and CRAs 

EIB’s great de-leveraging reflects that EIB has become significantly more conservative over time. 
One assumption would be that it became more conservative because it had to. In concrete terms, this 
would mean that EIB was pushing up against its own internal risk limits, or it was under instruction from 
its Credit Rating Agencies to reduce its leverage. Neither is the case. 
 
EIB has a statutory leverage (gearing) ratio limit which establishes the maximum ratio of outstanding 
loans and guarantees to its subscribed capital (called and callable), its reserves, and its profit and loss 
account, minus the subscribed equity participation of the bank.12 EIB’s governing statute set this at 
250%, but in 2024, EIB’s Board of Governors voted to raise it to 290%.13 The European Council affirmed 
this, directly citing the G-20 CAF Review as the reason for the decision.14  
 
The oddity of this move by the Board and European Council is that EIB has never been near its leverage 
ratio limit. As of EIB’s last financial statement, its leverage ratio per its own methodology was just 
210.3%.  
 
This sets up a critically important question: how much could the EIB lend if it made comprehensive 
use of this headroom? 15  
 
EIB’s loans and guarantees stood at €465.1 billion in 2023 and €480.5 billion as of 2024. This is the 
numerator of EIB’s statutory leverage ratio. The denominator — subscribed capital (called and callable), 
its reserves, and its profit and loss account, minus the subscribed equity participation of the bank — 
was €225.8 billion for 2023 and, with net income growth, €228.5 billion in 2024. That left it with leverage 
ratios of effective leverage ratios of 206.1% in 2023 (€465.1bn/€225.8bn) and 210.3% in 2024 (€480.5 
billion/€228.5 billion). EIB reports that its headroom stood at 204% in 2022 and 202.7% in 2021. On first 
view, this reflects that EIB was not near its 250% leverage ratio limit when the Board increased it to 
290%. 
 
To calculate potential headroom in 2023 in line with the 290% leverage ratio limit, we solve simply for 
290% = x/€225.8 billion. This gives us the amount of loans and guarantees that could be supported by 
the same quantity of equity, which yields €654.82 billion. This means that EIB could have supported 
€189.7 billion more loans and guarantees in 2023. To fill out a 290% statutory leverage ratio limit in 
2024, we solve simply for 290% = y/€228.5, which yields €662.65 billion. This means that EIB could have 
supported €182.2 billion more loans and guarantees in 2024. This surplus, unused headroom of €180-
€190 billion appears to be a constant, with no significant planned increase in EIB’s lending activity that 
would consume it. 

 
12 EIB. “Statute and Other Treaty Provisions.” Version Dated 1 March 2020. 
13  European Council. “EIB: Council grants the bank greater flexibility to manage its investment capacity.” 11 March 
2025. 
14 Council of the European Union. “COUNCIL DECISION amending Protocol No 5 on the Statute of the European 
Investment Bank.” ECOFIN 143. 21 February 2025. 
15 See Annex I for calculating the headroom. 

https://www.eib.org/files/publications/general/statute/eib_statute_2020_03_01_en.pdf
https://www.consilium.europa.eu/en/press/press-releases/2025/03/11/eib-council-grants-the-bank-greater-flexibility-to-manage-its-investment-capacity/
https://data.consilium.europa.eu/doc/document/ST-6143-2025-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-6143-2025-INIT/en/pdf
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In addition to being a range which the EIB should develop a workplan to fill out, these figures reflect the 
fact that EIB did not have an internal risk management reason to de-lever in the way that it did. 
 
Another way of conducting an internal risk analysis is to analyse EIB’s liquidity coverage ratio — the 
quantity of liquid assets it holds over its net cash requirements in a 12-month period. This metric also 
gets to the heart of the matter of MDBs’ balance sheet capacity: it reflects how much spare cash they 
are holding.  
 
EIB has a regulatory limit on its liquidity coverage ratio of 100% — it must hold liquid assets equal to its 
net cash requirements. However, its current liquidity coverage ratio is in fact 724.9%.  
 

Figure 4. EIB'S Liquidity Coverage Ratio Is Growing Well Beyond What Is Required 
 

EIB's liquid assets to net cash requirements has ballooned from 198% in 2016 to 725% today. 

 
Source: Author's Calculations, EIB Financial Statements 2016-2024 

 
More concretely, this means EIB holds a remarkable excess of cash. As of its last financial statement, 
EIB reported that its liquid assets currently total €67.5 billion. To determine how much cash EIB is 
concretely required to hold, we can work backwards from their reported current LCR of 724%. We 
simply solve for LCR = liquid assets/required assets or 724%=€67.5 billion/x, which yields €9.3 billion in 
liquid assets. This means it is holding €58.19 billion in excess cash. What we can consider as its excess 
cash position — its total liquid assets minus its required liquid assets — has indeed always been high. 
Since 2016, EIB has on average held €55 billion more than it had to. 
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Figure 5. EIB'S Excess Billions 
 

EIB is only required to hold €9 billion in liquid assets. It currently holds €58 billion. 

 
Source: Author's Calculations, EIB Financial Statements 2016-2024 

 
In addition to having a substantial amount of headroom per its statutory leverage ratio limit and a 
substantial amount of excess cash, it is clear that EIB’s stagnant lending was not required by its credit 
rating agencies. EIB has maintained a AAA rating with a stable outlook from Moody’s, S&P, and Fitch 
every year since 2014.16 Although EIB’s leverage ratio has been higher than MDB peers, at no point did 
this dent EIB’s AAA rating, or indeed put the bank on a negative outlook watch.  
 

2.4. Peer Analysis: How EIB’s Stagnant Lending Is Out of Step With 
MDB Peers 

It is also helpful to compare EIB to its peers. It would be illustrative of broader, systemic issues — as 
opposed to EIB-specific shortcomings — if peer MDBs had similarly faced stagnant lending volumes 
and undergone sharp de-leveragings over the past decade. Yet this is also not the case.  
 
Against the 1.5% increase in EIB’s outstanding loans, IDB’s loan book has increased by 55%, IBRD’s by 
71%, and EBRD’s by 73%. While ADB’s loan book has increased by 175% over the past decade, this was 
due to the 2017 roll-up of its concessional lending arm (the Asian Development Fund) into ADB, which 
transferred $30.8 billion in assets and terminated ADF’s lending activities, making ADB a less neat 
comparison.17  
  

 
16 EIB. “Corporate Workshop Presentation.” 2014. 
17 ADB. Financial Report. 2024. Pg. 70. 

https://www.eib.org/files/events/20150612_innovfin_ljubljana_corp_workshop_presentation_en.pdf
https://www.adb.org/sites/default/files/institutional-document/1044381/adb-financial-report-2024.pdf
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Figure 6. One of these is not like the others 
 

As peer MDBs have scaled up their lending, EIB has barely budged with 1.5% growth. 

 
Multilateral Development Banks (2014-2024) 

 
 
IBRD’s finances are perhaps most illustrative as IBRD and EIB have experienced comparable equity 
growth over the past decade — 35% and 37%, respectively. IBRD not only used its equity growth to 
expand its loan book by 71%, increasing its total lending by $109 billion over the decade, but it also 
increased its leverage. The steady climb of the thin yellow line in the chart below denotes a 101 
percentage point increase in its leverage ratio.  
 

Figure 7. The Steady, Health Growth of IBRD's Financing Activities 
 

IBRD's loan book has grown by 71% since 2014 and its leverage has increased by 101 ppt. 

 
Source: IBRD Financial Reports 2014-2024, Author's Calculations 
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Cast in the more familiar terms of IBRD’s equity-to-loans ratio, IBRD has brought down its ratio from 
26.6% a decade ago to 21.6% today.18 By comparison, EIB used its 37% equity growth to increase its 
loan book by just 1.5% — a mere $7 billion. This has meant EIB’s equity-to-loans ratio has gone sharply 
in the opposite direction, from 13.5% to 18.3%.19  
 
A peer analysis of EIB’s lending trends must also note, of course, that EIB is and remains the largest 
MDB. However, we conduct a trend analysis — EIB’s downward climb relative to its peers’ upward march 
— rather than a strict comparison of absolute lending volumes and leverage ratios because EIB should 
be larger than its peers. EIB’s usable equity is €83 billion ($96 billion), relative to EBRD’s €24.5 billion 
($28.5 billion), IDB’s $40.4 billion, and $54.6 billion. With more paid-in capital, EIB’s loans outstanding 
will always be greater than its peers. 
 
A deeper peer analysis also reveals how EIB should be growing more than its peers and taking on 
substantially more leverage, given how much stronger EIB’s asset quality is than that of other MDBs. 
EIB’s largest borrowers are Spain, France, Italy, and Germany.20 It can go without saying that no other 
MDB has a AAA-rated country, Germany, among its largest borrowers. It helps to compare EIB with 
EBRD, whose four largest borrowers are Turkey, Poland, Egypt, and Ukraine. Despite Turkey and Egypt 
being sub-investment grade and Ukraine being in default, EBRD has still made stronger use of its equity 
to grow its lending more than EIB has. IDB has done the same, despite three of its four largest 
borrowers being sub-investment grade: Argentina, Brazil, and Ecuador, with Peru being investment 
grade at Baa1/BBB/BBB-.21  
 
EIB’s uniquely strong asset quality is also reflected in its uniquely low non-performing loan ratio, as 
Moody’s covered in its most recent credit rating report.22 
 

Figure 8. 

 
Sources: Respective MDBs & Moody's Ratings 
 

18 IBRD. Financial Statements, 2014-2024. Author’s Calculations. 
19 EIB. Financial Statements, 2014-2024. Author’s Calculations.  
20 EIB. Financial Report. 2024. Pg. 11. 
21 IDB. Financial Statement. 2024. Pg. 14. 
22 Moody’s. “European Investment Bank – Aaa stable.” 1 July 2025. 

https://www.eib.org/attachments/lucalli/20240237_070525_financial_report_2024_en.pdf
https://publications.iadb.org/en/publications/english/viewer/Inter-American-Development-Bank-Annual-Report-2024-Financial-Statements-.pdf
https://www.eib.org/files/fi/external/Moodys_CreditOpinion_EIB_01Jul2025.pdf
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On the back of substantially higher-rated borrowers and thus substantially safer loans, EIB should have 
exceeded peers — or at least kept up. It is not unfortunate that EIB has lagged behind, it is also 
confusing. This demands attention from shareholders. 

3. Conclusion and Policy Options 
 
This policy note has analysed EIB’s de-leveraging over the past decade. It argues that the stagnation 
of EIB’s loan book has been unnecessary and unfortunate, given EIB’s robust equity growth and the 
clear need for more policy-aligned financing. To determine whether EIB’s de-leveraging and loan 
stagnation were required, we conducted a “risk analysis” and “peer analysis” of EIB. On both counts, it 
was clear that EIB was abnormally cautious. EIB’s sharp de-leveraging has come despite EIB’s board 
and the European Council expanding its leverage ratio limit and despite stable AAA ratings at higher, 
past leverage ratios. We also found that EIB has been unique among MDB peers, with its loan book 
growing by just 1.5% as others have grown by 55-73% over the past decade. 
 
If EIB were to return to its leverage ratio from a decade ago, it could increase its lending by €160 billion. 
If it were to make full use of its new statutory leverage ratio limit, it could increase its lending by €190 
billion. This is, of course, not a transformation that can happen overnight. Shareholders should call on 
EIB Management to develop a roadmap for re-leveraging and for making use of EIB’s significant 
balance sheet capacity.  
 
It should be expected that the solutions to doing so will run through the use of EIB’s surplus net income 
— the €28 billion in profits that have led its reserve account to grow to €58.5bn, which we have noted is 
in excess of IBRD’s total usable equity.  
 
The great outstanding questions are why EIB has conducted this sharp de-leveraging, and what can 
be done about it. Given that EIB’s stagnant lending was not warranted as a risk management matter 
and that EIB was not simply staying in line with its MDB peers, the most likely reason for the de-
leveraging is that EIB lacks the project pipeline to make more substantial use of its balance sheet 
space.  
 
This is a plausible problem, but it should not be taken to reflect that no bankable projects exist.  To 
address this, this policy note puts forward two solutions. First, EIB can deploy a portion of its excess 
net profits to project preparation facilities and loan implementation partners to help expand EIB’s 
project pipeline and lending capacity. Second, EIB can explore greater co-financing alongside MDB 
peers and its shareholders’ DFIs to use its balance sheet space to support policy-aligned financing. 
 

3.1. Policy Option #1: Building out EIB’s project pipeline and loan 
implementation capacity 

There are clear policy-aligned financing needs among the EIB’s borrowers that EIB is meant to 
respond to. The European Commission estimates the EU needs €477 billion in additional annual climate 
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finance.23 The EU is also expected to require an additional €250 billion in annual defence spending.24 
Bridging the gap in advanced technologies will demand at least $90 billion in additional annual 
investment as well — with private investment in the artificial intelligence space in the U.S. totalling $109 
billion, compared to just $19 billion in Europe.25 Encompassing everything, the Draghi Report called for 
a minimum annual additional investment of €750 to €800 billion.26 
 
Beyond these priorities, European governments are also being strained by today’s higher interest 
rate environment. This will particularly be the case for governments that relied on the Recovery and 
Resilience Facility (RRF), €385 billion lending envelope that has served as the “centrepiece” of 
NextGenEU. The RRF is set to wind down next year, in 2026. This leaves core financing gaps that will be 
difficult to fill in conventional ways.  
 
A portion of these gaps may, of course, be non-bankable. However, it is very likely that hundreds of 
billions of euros in bankable projects exist in the energy, defence, and technology financing gaps that 
researchers have analysed. If EIB is struggling to identify those bankable projects, the standard 
recourse is to contribute to project preparation facilities and loan implementation partners. Such 
partners can help source, assess, and develop projects for EIB to invest in, and they can continue to 
implement aspects of the project over time to relieve any bandwidth constraints that are limiting EIB’s 
lending capacity. 
 
EIB should deploy a portion of its excess profits to such partners. EIB has more than enough financial 
capacity to do so. It has earned €28 billion in net income over the past decade, which has led its reserve 
account to swell from €36.2 billion to €58.5 billion. Steady contributions to project preparation 
facilities and loan implementation partners will help EIB make productive use of its spare balance sheet 
capacity and fill financing needs without denting EIB’s finances. 
 

3.2. Policy Option #2: Co-Financing with MDB and DFI Partners 

Another way to make productive use of EIB’s spare balance sheet capacity is to co-finance 
alongside other trusted, policy-aligned partners. This may include peer MDBs — operating within the 
EU, or partnering with EIB Global to operate outside the EU — as well as the Development Finance 
Institutions (DFIs) of EIB’s shareholders. 
 
In April 2024, the World Bank launched the Global Collaborative Co-Financing Platform. EIB was part 
of the coalition of MDBs that spearheaded it. The co-financing platform serves a number of shared 
goals — mobilising resources, reducing transaction costs, fostering strategic alignment, reducing aid 
fragmentation, and maximising impact.27 Co-financing arrangements target the same priorities and 
undergo the same policies and procedures as standard loan arrangements. For EIB, the primary utility 

 
23 Andersson et al. “Green investment needs in the EU and their funding.” ECB Economic Bulletin. Issue 1. 2025. 
24 Burkilov, Alexandr and Guntram Wolff. “Defending Europe without the US: first estimates of what is needed.” 
Bruegel. 21 February 2025. 
25 Maslej, et al. “The AI Index 2025 Annual Report,” AI Index Steering Committee, Institute for Human-Centered AI, 
Stanford University, Stanford, CA, April 2025. 
26 Draghi, Mario. “The future of European competitiveness.” 9 September 2024. 
27 World Bank. “The World Bank’s Approach to Co-Financing.” Factsheet. 10 October 2023.  

https://www.ecb.europa.eu/press/economic-bulletin/articles/2025/html/ecb.ebart202501_03~90ade39a4a.en.html
https://www.bruegel.org/analysis/defending-europe-without-us-first-estimates-what-needed
https://hai.stanford.edu/assets/files/hai_ai_index_report_2025.pdf
https://commission.europa.eu/topics/eu-competitiveness/draghi-report_en#paragraph_47059
https://thedocs.worldbank.org/en/doc/da47ada99867e49836c8970a8bf8c956-0060072023/original/Co-Financing-FAQs.pdf
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is that it will enable more lending by financing projects that other MDBs have already brought to the 
investment stage. 
 
Given EIB’s considerable balance sheet space, the bank should explore ways to provide more financing 
through the Global Collaborative Co-Financing Platform. 
 
As a parallel effort, EIB may also kick off conversations with its shareholders to leverage its balance 
sheet to support financing provided by their development finance arms. EIB’s shareholders conduct 
critical bilateral financing operations — through such entities as Germany’s KfW, France’s AFD, Spain’s 
COFIDES, among many others — that are naturally aligned with EIB’s policy priorities.  
 
Establishing a rigorous framework around policies, procedures, and shared priorities for co-
financing arrangements between EIB and its shareholders would help EIB generate more loans and 
loan income and help its shareholders bolster their financing efforts. Above all, it would help drive 
financing to the recipients and interests that need it.  
 

3.3. Policy Option #3: Reform the Guarantee Architecture to Scale up 
EIB Global 

EIB Global was established in 2022 to serve as the lending arm of EIB outside the EU. Its work has 
focused on Ukraine, where it has disbursed €2.2 billion since Russia’s full-scale invasion. It describes 
its “key priority” as supporting “Ukraine’s resilience, reconstruction and EU accession.” Beyond Ukraine, 
EIB Global aims to build bridges between the EU and partner countries and tend to the more bread-and-
butter work of MDBs: green energy, food security, infrastructure, health, jobs, and meeting the SDGs. 
Its geographic focuses outside of Ukraine are the Mediterranean region and sub-Saharan Africa. 
 
In 2023 and 2024, EIB Global approved €8.3 billion and €8 billion in loans, respectively.  However, it 
only disbursed €6 billion and €5.8 billion in those years. It aims to approve €9 billion in loans in 2025, 
2026, and 2027.28 This is framed as an increase, yet it is only a return to EIB Global’s loan signature 
volume of €9.1 billion in 2022, its inaugural year.29  
 
Scaling up EIB Global offers a natural way to make use of EIB’s balance sheet space. To the extent 
EIB’s €190 billion headroom per its statutory leverage ratio limit exists as a result of a lack of demand 
or bankable projects among its core borrower countries, lending via EIB Global opens up a much wider 
field of opportunities around the world.  
 
One challenge to be addressed is that, at present, EIB reports that “most of EIB Global’s outstanding 
portfolio is covered by guarantees” — provided by the EU and EU Member States, as well as EIB Global’s 
own risk facilities. There are several ways this may be addressed.  
 

 
28 EIB. “The EIB Group Operational Plan: 2025 - 2027.” 2025. 
29 Ibid. Pg. 15.  

https://www.eib.org/attachments/lucalli/20240364_eib_group_operational_plan_2025_en.pdf
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First, EU’s guarantees architecture can be enhanced to scale up the EU’s provision of concessional 
finance, as shown by recent research by Lion’s Head and the Center for Global Development.30 Linking 
this EU guarantees agenda with the agenda of utilising EIB’s balance sheet space may prove to be a 
highly efficient and productive way to serve the EU’s policy objectives and boost EIB’s lending. 
 
Second, as it relates to guarantees provided by EIB’s own risk facilities, there is a clear opportunity 
to make greater use of EIB’s net income and reserve account to provide internal funding. As noted, 
EIB has earned €28 billion in net income over the past decade, which has predominantly flowed into the 
reserve account, resulting in a significant expansion to €58.5 billion. The reserve account is a crucial 
component of an MDB’s equity base. The MDB’s earnings are retained in the reserve account to increase 
its equity and lending capacity without requiring new contributions from shareholders. However, as 
this €28 billion in net income over the past decade has only translated to a €7 billion increase in EIB’s 
lending, it is clear that this equity growth has been excessive. Indeed, there is no indication that EIB 
requires any new growth in its equity so long as it has €190 billion in headroom. It is standard practice 
for MDBs to allocate a portion of their net income beyond their reserve account: for example, IBRD 
splits its “allocable income” with 45% going to its reserve account, 28% going to IDA, and 27% going to 
its surplus account (to be granted elsewhere later). For EIB, shareholders should request a review of 
the allocation of EIB’s net income — with a significantly larger portion going to guarantee facilities for 
EIB Global rather than being parked in the reserve account.  
 
EIB Global is well-positioned to take on a more significant role in the work of the EIB Group. The €190 
billion in balance sheet space, per the statutory leverage ratio limit, will come as a welcome surprise to 
policymakers urgently looking for ways to surge financing to Ukraine. It will also come as a welcome 
surprise to development finance policymakers who have been trying to keep afloat European foreign 
policy commitments despite ODA cuts. EIB Global is capable of bridging financing shortfalls among key, 
lower-income borrower countries.  
 
To do this, EIB and its shareholders should establish a more concrete, operational roadmap for EIB 
Global to increase operations. This would naturally include elements of the prior two proposals, with 
EIB Global benefiting from contributions to project preparation facilities, closer collaboration with loan 
implementation partners, and greater co-financing with MDB and DFI partners.  
  

 
30 Jasper Siegfried, Bernat Camps Adrogué, Tay Drummond, Mikaela Gavas, Laura Granito. “The European Fund 
for Sustainable Development Plus: Maximising the EU Guarantee for Leverage and Impact.” April 2025. 

https://lionsheadglobalpartners.com/wp-content/uploads/2025/04/european-fund-sustainable-development-plus-maximising-eu-guarantee-leverage-and-impact-1.pdf
https://lionsheadglobalpartners.com/wp-content/uploads/2025/04/european-fund-sustainable-development-plus-maximising-eu-guarantee-leverage-and-impact-1.pdf
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4. Annex: Calculating Balance Sheet Capacity 
 
As noted in Section 2.3, EIB has consistently reported its “Statutory Gearing Ratio under EU Accounting 
Directive” to be well below the 290% limit set in March 2025 and below the 250% limit that existed 
before that. EIB’s reported gearing ratio was 210.3% in 2024, 206.1% in 2023, 204% in 2022, and 202.7% 

in 2021. 31  
 
This sets up the essential question: how much more loans and guarantees could EIB have provided had 
it made full use of its headroom? 
 
That number has proven very convoluted to derive. The EIB only cleanly reports its total outstanding 
loans – not its loans plus guarantees.  
 
There are also discrepancies between the rating agencies in terms of how total exposure is reported. 
For example, in Fitch’s 2024 credit rating report, it reported (pg. 12) total banking exposure to be  
€492.6 billion for 2024, which is loans outstanding (€457bn) plus equity participations (€12bn) plus 
guarantees (€23.5bn). For 2023, the total banking exposure was €484 billion, which is loans 
outstanding (€445.6bn) plus equity participations (€11.5bn) plus guarantees (€26.9bn).  
 
Oddly, S&P’s 2025 credit rating report for EIB only covers total purpose-related exposure up to the 
year 2023 (pg. 8). It reported EIB’s total purpose-related exposure to be €465 billion in 2023 - €19 billion 
below Fitch’s €484 billion.  
 
In 2022, the divergence between Fitch and S&P was even wider: €472.9 billion by Fitch and €455 billion 
by S&P.  
 
To get our number for 2024, we work backwards using the most recent reporting and data from EIB and 
its credit rating agencies (which for 2024 is only Fitch). Using EIB’s 2024 financial statement, we see 
that EIB’s outstanding loans disbursed for 2024 was €457.08bn. It does not cleanly report its total 
guarantees at the header alongside total loans, but it does report contingent liabilities and guarantees 
(pg. 42), which was €23.5bn – precisely equal to Fitch’s number. This gives us total statutory exposure 
(loans and guarantees) of €480.5bn. That number is equal to Fitch’s total banking exposure (loans, 
equity participation, guarantees) minus equity participation: €492.6bn minus €12.02bn, which is 
€480.58. This informs us that the way to calculate EIB’s total outstanding loans and guarantees is to 
add its total loans with its contingent liabilities and guarantees reporting.  
 
To get our number for 2023, we follow the same steps. In the same 2024 EIB financial statement, EIB 
reports its outstanding loans to be €445.4bn for 2023 and its contingent liabilities and guarantees to 
be €19.7bn. That totals €465.1bn, which is exactly equal to S&P’s total purpose-related exposure for 
2023. There is a problem, however, which is that Fitch reported it to be €484bn and subtracting for 

 
31 See U.1. Credit Risk, pg. 74, EIB 2024 Financial Statement and EIB 2022 Financial Statement. 

https://www.eib.org/files/fi/external/Fitch_EIB_Report_2025.pdf
https://www.eib.org/files/fi/external/2025-02-10_Ratings_EIB.pdf
https://www.eib.org/attachments/lucalli/20240237_070525_financial_report_2024_en.pdf
https://www.eib.org/attachments/lucalli/20240237_070525_financial_report_2024_en.pdf
https://www.eib.org/attachments/lucalli/20220270_eib_financial_report_2022_en.pdf
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Fitch’s reporting of total equity participation for 2023 only gets us to €472.5bn. That remains above our 
own method’s and S&P’s reporting of €465b.1n. 
 
What explains this? This appears to be a function of EIB’s own reporting discrepancy. Its balance sheet 
statements in its Financial Statements always cover the current year and one year back. In its 2024 
balance sheet statement – for “Off-Balance Sheet” items where it reports its guarantees (pg. 42) – it 
reports that its 2023 contingent liabilities stood at €19.669bn. This is the number that we use and S&P 
used. However, in its 2023 financial statement (pg. 40), it reports its 2023 contingent liabilities to be 
€26.9bn. It is clear that Fitch used this 2023 reporting and failed to update for the changed figure that 
was reported in 2024. Had Fitch used the most recent data, it would have also come to the conclusion 
that we and S&P come to: €465.1 billion. This reconciles both the figures reported by EIB, Fitch, and 
S&P.  
 
This is the numerator of EIB’s statutory leverage ratio. Having solved this, we can then solve for the 
denominator of EIB’s statutory leverage ratio. Once we get that, we can calculate how much headroom 
EIB really has (which will be its total potential exposure minus its current exposure). 
 
We must solve for the denominator of the statutory leverage ratio — subscribed capital (called and 
callable), its reserves, and its profit and loss account, minus the subscribed equity participation of the 
bank — because it is not actually reported cleanly in anyone place by the EIB or its credit rating 
agencies. To do this, we simply take the leverage ratio that EIB reports for a given year (2024: 210.3%, 
2023: 206.1%)  and solve for x:  
 
Current Statutory Leverage Ratio = Current Loans + Guarantees / Subscribed Capital + Reserves +  P/L 

- Minus Subscribed Equity Participation 
 

210.3% = €480.5bn/x 
 

2.103x =  480.5bn 
 

x = €228.5bn 
 
The same calculation using 2023 figures yields €225.8bn. 
 
Now we can plug thus numbers back into the statutory leverage ratio equation at the maximum allowed 
leverage ratio limit of 290%. (To reflect on what we have done up to this point, we used EIB and CRA 
reports to calculate total loans, and then we used total loans and EIB’s report leverage ratio to calculate 
total statutory equity. Now we can use that total statutory equity figure that we derived to see how 
many loans it could support at balance sheet potential.) We solve for y:  

 
Statutory Leverage Ratio Limit = Maximum Loans + Guarantees/Statutory Equity 

 
290%= y/€228.5bn 

 
2.9*228.5bn = y  
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y = €662.65bn 

 
This number, €662.65bn, is the total amount of loans and guarantees that EIB could have supported in 
2024. To calculate how much spare financing capacity it therefore had, we subtract its actual financing 
from its maximum financing: 
 

Spare Financing Capacity = (Maximum Loans + Guarantees) – (Current Loans + Guarantees) 
 

Spare Financing Capacity = €662.65bn – €480.5bn 
 

Spare Financing Capacity = €182.15bn 
 
Running the same calculation for 2023 yields €190bn. This €182.5-€190 billion range is how we define 
EIB’s balance sheet capacity. 
 
Going forward, it would be helpful for EIB (and its credit rating agencies) to provide this information 
clearly.  
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