4.0 ADVANTAGES TO FINANCING INSTITUTIONS

2.10.0 Recoveries

The lending institution whose claim(s) has/have been paid out, must
exercise diligence in recovering amounts due from the defaulting
exporter in all possible ways, including but not limited to legal action
if necessary, as it might have exercised if no credit guarantee had
been issued in that ﬁnancing institution’s favour.

Any recoveries made after settlement of claims, less approved
recovery expenses incurred by the ﬁnancing institutions, are to be
shared between the ﬁnancing institution and the ECGS in the proportion
in which they bore the risk namely, 10:90 or 1:9 respectively.

The ﬁnancing institution must not write‑off any claims already paid
out by ECGS without the latter's consent.

3.0
3.1

3.2

3.3

3.4 Exporters can extend generous credit terms to their customers
aborad without adversely compromising their cash ﬂow position
in that the scheme enables them to borrow under post‑shipment
by discounting shipping documents.
3.5. Finally, the above scenario increases the competitive edge of
Eswatini based exporters in international markets and also makes
it possible for them to penetrate new markets by affording them
comparative advantage over other producers of similar products.
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4.1

Participating institutions earn interest with very little or no
risk exposure.

4.2

The banks are able to channel their excess liquidity to a sector
they would not normally consider as bankable. This way, they
meet their social and developmental responsibility without
direct state intervention.

4.3

Entrepreneurs who grow and graduate from the export credit
nursery to stand on their own, increase the customer base for
ﬁnancing institutions. Also the scheme signiﬁcantly facilitates
the introduction of the informal sector to banking by simply
insisting that exporters participating in the scheme must have
bank accounts.

4.4

By utilizing the Reﬁnance Facility provided by the scheme,
ﬁnancing institutions can improve their liquidity without
excessive stress on their resources.

ADVANTAGES TO EXPORTERS
The exporter is charged the prime interest rate namely, the rate
that ﬁnancing institutions charge their most reputable and,
usually, large customers. Otherwise it is not unusual for ﬁnancing
institutions to charge prime plus six or eight when lending to
small and medium size customers. Thus the scheme reduces the
cost of borrowing and invariably, increases the proﬁt margin
something exporters would not achieve under normal borrowing.
It is common practice for ﬁnancing institutions to set maximum
limits of borrowing based on the value of collateral that
entrepreneurs can provide. By participating in the ECGS,
exporters can borrow in excess of this limit in that the scheme
effectively provides additional collateral in the form of the credit
guarantee.
The scheme enables exporters to keep higher stock levels and also
to accept higher export orders by affording them support as a
reliable source of working capital. By busing in bulk, entrepreneur
can enjoy substantial discounts thus reducing the cost of
production.
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EXPORT CREDIT
GUARANTEE SCHEME

1.0 OBJECTIVES OF THE SCHEME
The Government of Eswatini decided to set up the Export Credit
Guarantee Scheme (ECGS) in order to promote the country's export
trade. The scheme was placed under the Central Bank of Eswatini
(CBE) for administration purposes.Thus, the policy objective of
ECGS is to facilitate Eswatini exporters to obtain loans from
ﬁnancing institutions at concessionary rates of interest and, without
undue limitation to the collateral that exporters can afford when
applying for loans.
In turn, Government anticipated that with the backing of ECGS,
Eswatini exporters would enjoy comparative ﬁnancial advantage
over other exporters trading in similar goods in the world. The
enhanced international trade by Eswatini
exporters would,
hopefully, create more employment opportunities within the
country, as well as increase the foreign exchange earnings for the
Eswatini economy. Besides the broader policy objectives already
mentioned, ECGS has speciﬁc operational aims namely;
1.1

1.2

1.3

1.4

1.5
1.6

to afford Eswatini based exporters a competitive edge so
that they can penetrate and participate in international
markets with greater conﬁdence knowing they have the full
backing of the scheme to meet their working capital
requirements;

to facilitate exporters' applications for loans by providing
ﬁnancing institutions with guarantee bonds as risk cover even
for those exporters whose collateral security would otherwise
(without the ECGS backing) have been deemed inadequate for
obtaining ﬁnancial assistance;

to promote small and medium size exporters operating in
Eswatini in executing export orders with greater ease by
enabling exporters to obtain ﬁnance from ﬁnancing institutions
at concessionary interest rates;

to enable ﬁnancing institutions that ﬁnd themselves in acute
liquidity situations due to lending under the scheme to borrow
by discounting their promissory notes within the Reﬁnance
Facility provided by ECGS;

2.0 LENDING TERMS
2.1.0

Financing institutions’ requirements of Exporters applying
for Export Credit

Exporters or prospective exporters must submit complete project
proposals to their respective ﬁnancing institutions which must include:‑

2.1.1
2.1.2

2.1.3
2.1.4
2.1.5
2.1.6

export orders, contracts or letters of credit indicating clearly
the list of customers and the volume of export trade
anticipated therein;

a detailed budget and a 3‑ year cash ﬂow projections
revealing the future prospect of the business, as well
as the capacity to adequately service the loan(s),
interest and to continue to grow in business;

annual ﬁnancial statements prepared by registered
accountants including the balance sheet for the previous
period should be submitted to the ﬁnancing institution;

2.2.1

to allow exporters to keep reasonable stock levels so they can
respond promptly to incoming inquiries or export orders;

2.2.2

to make it possible for exporters of Eswatini to extend easier
credit terms of 6 ‑ 12 months to importers without adversely
affecting the exporters’ cashﬂow position.

2.2.3

2.2.5
2.2.6

2.2.7

security/collateral to be tendered to the ﬁnancing institution
as owners' contribution towards facilitating the loan applied for; 2.3.0

For Post shipment credit, the exporter must include all
shipping documents and invoices indicating all shipments
that have been made should be attached;

any information that the exporters may consider relevant or
material or any other information that the ﬁnancing institution
may require from the exporter as pertinent to the ﬁnalization
of the export credit application.

The above requirements presume that the exporter already operates a
bank account with one of the commercial banks, maintains books of
accounts and possesses ﬁxed assets over which the bank can register a
bond or a deed of hypothecation. In addition, the exporters must ﬁll
agreement forms preferably with the assistance of their ﬁnancing
institutions. All required information therein must be furnished and
the forms must be duly signed by authorized signatories of the applying
ﬁnancing institution as well as the concerned exporter.

2.2.0

2.2.4

Necessary application for credit limits should be forwarded
by the exporter to his/her ﬁnancing institution in terms of the
prescribed procedure.

Documentary evidence of ﬁrm export commitment such as
conﬁrmed export order, sales contract or letter of credit
should be submitted to the exporter's ﬁnancing institution.

Due care should be exercised so as to ensure that the Pre‑as
well as Post‑shipment Advances are conducted in terms of the
sanction of advances.

In circumstances where difﬁculties are experienced in the
manufacture or shipment of goods or realization of export
proceeds from the overseas buyers, the exporter should
discuss the problem, as well as, the proposed course of
action with the ﬁnancing institution and implement the
latter's suggestions.

In cases where defaults arise, the exporter should approach
the ﬁnancing institution and endeavour to arrive at a
mutually acceptable position vis‑à‑vis payment obligations
under the Pre‑and Post‑shipment Credit Facilities.

Extent of Financing

Under the Pre and Post‑shipment stage, the guarantee bond covers
90% of the loan afforded exporters.

2.4.0

2.4.1
2.4.2

Important Obligations of Exporters

The exporter should approach the ﬁnancing institution for
securing the ﬁnancing facilities well in advance, preferably
at the time of ﬁnalizing export orders/contracts. This will
facilitate timely availability of the credit limits.

Where facilities are requested following telex advices from
the overseas buyers, subsequent presentation of original
export orders and their conﬁrmation will be necessary.

Credit Guarantees

For pre and post shipment applications, the ECGS issues a
credit guarantee covers 90% of the loan granted by the
ﬁnancing institution.

There is no minimum size guarantee under the ECGS. The
maximum guarantee that the scheme can issue to any one
exporter is currently E2.97 million. This upper limit
periodically reviewed by the scheme's management to ensure
it is adequate to meet exporters' requirements without
adversely over exposing the fund itself.

2.4.3

Credit covered under the ECGS is valid for 6 to 12 months,
subject to a yearly review and renewal until the loan has
been fully paid by the exporter.

2.4.4

Any exporter can borrow ﬁve times under the ECGS.

2.5.0

Risk
The ECGS will cover all export related risks.

2.6.0

Security

The ECGS guarantees exporters not just based on the level of
collateral they can avail the lending institution. Exporters without
such collateral can beneﬁt from the scheme through their integrity
and ability to fulﬁl contractual obligations. Financing institutions
are, however, urged to register bonds on the highest value of security
made available to them by borrowers.

In addition to ﬁxed assets, export credit loans should be secured by
deeds of hypothecation on stocks and debtors.
2.7.0

Interest

2.8.0

Premium

The rate of interest applicable to both pre‑ and post‑shipment credit
facilities is the ruling prime rate plus 1% per annum. This
interest rate is to be charged on the full value of the loan outstanding
at any given time. The Central Bank of Eswatini may annually
revise the interest rate chargeable in consultation with the
participating ﬁnancing institutions. The interest rate so agreed upon
shall be chargeable to the daily balance outstanding loan advances.

The ECGS charges a premium when issuing guarantees. The premium
charge will be 1.5% of the guarantee amount. The premium is charged
whenever a new guarantee is issued or whenever an old guarantee is
renewed or extended.
The total of the premium is then debited to the concerned ﬁnancing
institution's reserve requirement account held at CBE and a debit
advice is sent to the ﬁnancing institution. The institution is expected
to pass this charge to the exporters' account.
2.9.0

Claims

In case of protracted default or insolvency or exporters' failure to pay
the loan for any other reason(s), the affected ﬁnancing institution
should submit a report of overdue advances on a special form
indicating the exporter(s) whose loans are not performing.
The claim is payable 30 days after submission of claim forms and with
the necessary documentation. All relevant information documentary
evidence as required under the procedure for payment of claims must
be properly furnished. Both premiums and claims must be paid or
settled in Emalangeni.
The ﬁnancing institution that has presented a claim must cede the
security it holds to the ECGS and should by no means alienate or
dispose of the security without the scheme's consent.

