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Mr. Jean-Claude Juncker
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Rue de la Loi, 200
B-1049 Brussels

Brussels, 9th November 2016

Dear President Juncker,

The European Construction Industry Federation (FIEC), represents via its 29 national Member
Federations in 26 countries (incl. CH, NO and TK) construction enterprises of all sizes, i.e.
craftsmen, builders, SMEs and large international companies, carrying out all forms of building
and civil engineering activities. FIEC is also the “social partner” representing employers in the EU
sectoral social dialogue "construction".

The construction industry is not only the largest industrial employer in the EU (14.1 million
workers), but it also represents 8.5% of EU GDP. The 3.2 million enterprises of the sector, mainly
SMEs, provide solutions for short, medium and long-term challenges, with the corresponding
perspective for growth and jobs. One job in construction corresponds to three jobs in the whole
industry.

Considering that the construction sector is not “the problem”, but provides solutions for most of
the global, regional and national challenges – i.e. sustainable growth, competitiveness and jobs
– we are happy that this sector is well taken into consideration in the work of the Commission, in
particular through the “Investment Plan for Europe”, which FIEC strongly supports and remains
one of our top priorities.

In this framework, we also welcome that the European Commission is working on improving the
overall investment regulatory environment. In particular, we welcome the recent addition to the
Solvency II delegated acts establishing an infrastructure asset class that will enable insurers to
finance more infrastructure projects. We also welcome the Commission’s work on the forthcoming
CRR/CRD review, considering the creation of a special asset class and associated criteria for
less risky bank lending to infrastructure projects which would benefit from reduced capital
requirements.

Against this background, we understand that the Basel Committee is working in a completely
opposite direction. Its draft proposals on the revision of the standardised approach for credit risk
aim at substantially increasing the Risk Weighted Assets for specialised lending, including for
infrastructure financing. According to estimations from European banks, capital requirements for
bank lending to infrastructure projects would basically double.
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To be blunt, this means that 50% of the projects in the pipeline would never start and that the rest
of it would be financed at much higher rates. At the same time, large construction companies
would choose external growth strategies rather than project financing. Considering that the vast
majority of the sector is composed of SMEs, most of them working on a regular basis as
subcontractors on big projects, the whole profession would be negatively impacted.

Moreover, the ongoing negotiations in Basel are expected to also have a major impact on real
estate projects in Europe if any output floor is introduced in the final agreement.

These developments go in complete contradiction with the logic of the Investment Plan for Europe
– whose success would be put at stake – and would impose an additional burden on governments
and all their public bodies – and eventually on EU’s taxpayers – while public investment are
already under pressure due to the rules of the Stability and Growth Pact.

Consequently, we urge the European Commission to defend the financing of infrastructure and
real estate projects by banks and to request the Basel Committee to adjust its prudential rules in
proportion to the scale of the risks of the banks’ exposure to these asset classes. As this was
done for insurers, we see this as entirely feasible. The European Commission should promote its
vision of long-term financing of infrastructure and real estate assets by private investors (i.e.
banks) towards the Basel Committee and retain its decision to transpose the final
recommendations in the EU according to the outcomes of the negotiations.

Yours Sincerely,

Jean-Louis Marchand

Copies to:

- Vice-President Valdis Dombrovskis
- Vice-President Jyrki Katainen
- Commissioner Elzbieta Bienkowska
- Commissioner Violeta Bulc
- Commissioner Corina Cretu


