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Figure 1. Supranational YYS Curves (Spreads to swaps, bp) 
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 An overlooked supra: Eurofima is a supranational based in Switzerland, originally 
founded by Treaty in 1956 with a mandate to support the development of rail 
transportation in Europe. Its shareholders are the railway companies of 25 EU 
member states.  

 Why we like Eurofima: Being a smaller supra with much funding in USD, we think 
Eurofima could be an overlooked SSA within the euro denominated market. 
However, fundamentally, Eurofima is rated Aaa/AA+ by Moody’s and S&P, has paid-
in capital, high asset quality and guarantees from its shareholders. 

 Relative value and trade ideas: Eurofima trades at a spread to other European 
supranationals such as EIB, EFSF, ESM and has generally lagged in the rally seen 
over Q1. In some cases, spreads are near the wides of recent ranges. Although 
secondary market liquidity is clearly a factor, we believe SSAs such as Eurofima 
should remain a key consideration in the wider investment decision process, 
especially when various peers are trading at relatively tight levels.  
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Peer comparison 
Eurofima: Eurofima is a supranational based in Switzerland, originally founded by 
Treaty in 1956 with a mandate to support the development of rail transportation in 
Europe. Its shareholders are the railway companies of 25 EU member states (the 
largest being those of France and Germany which each have a key of 22.6%). It 
typically borrows in capital markets and then lends funds to the railway sector for 
specific projects connected to development finance (ie, none profit maximizing). 

Capital structure vs peers: With a balance sheet size of CHF 27,577bn (around 
€22.6bn), Eurofima is much smaller than some other SSAs such as EIB (over 
€550bn in total assets), ESM (€500bn lending capacity) and KfW (around €500bn in 
total assets). It also has a much narrower and specific mandate. Eurofima has total 
subscribed capital of CHF 2.6bn, 20% of which is paid-in and an estimated total 
Basell II ratio of 21.3% (as of June 2013, Eurofima). 

Funding: Unsurprisingly, being a smaller credit, Eurofima is a more stable and 
smaller issuer (Figure 2). Much of its supply is in USD (Figure 3) where it has an 
established market presence. In euros, its main benchmark is the EUROF 4% 
Oct21s which was originally issued in October 2009 and now has an outstanding 
amount of €1bn. 

Figure 2. Eurofima gross issuance (€bn)  Figure 3. Funding breakdown by currency (%) 

 

 

 
Source: Citi Research, DCM Analytics  Source: Citi Research, Eurofima 

 
Why we like Eurofima – credit supports  
Eurofima is highly rated at Aaa/AA+ by Moody’s and S&P. Both rating agencies 
point to the following beneficial characteristics which support its credit quality: 

Asset quality: The loan portfolio of Eurofima is 90% investment grade (55% is 
AAA/AA by S&P). Both Moody’s and S&P highlight how Eurofima has never 
incurred a loan loss and has de facto preferred credit status. 

Deleveraging: Eurofima has been shrinking its balance sheet over recent years 
(total assets were over CHF 40bn in 2008). Its prudent risk management framework 
is also a driver identified by Moody’s in support of its rating. 

Guarantee structure: Shareholders provide joint guarantees on loans made up to 
an amount equivalent to their subscribed capital. Member states themselves also 
guarantee the obligations of their national railways and Eurofima also has a 
guarantee reserve of CHF647mn (2013 Annual Report) which may also be called 
upon as and when required (Article 29 of the Statutes). 
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Relative value and the spread outlook 
Spread outlook: The SSA sector generally continues to perform well and we 
expect a low and range-bound spread environment going forward. With many key 
supras near spread tights (Weekly Chart-Pack), investors are clearly interested in 
whether there are other high quality alternatives that can offer any incremental yield. 

 Spread curves: Eurofima offers a higher spread than other European 
supranationals such as the EFSF, ESM and the EIB. The spread curves to swaps 
and to France are shown in Figure 4 and Figure 5.  

Figure 4. Supranational € YYS curves (spreads to swaps, bp)  Figure 5. Supranational spread curves to France (bp) 

 

 

 
Source: Citi Research  Source: Citi Research 

 Lagging the rally: Yields have moved lower over the course of 2014 with 
EUROF Oct21s now trading around 1.62%. However, it has recently lagged in 
the rally vs other SSAs such as EIB (Figure 6). 

 Spreads have cheapened slightly: This has driven some spreads to approach 
the wide end of recent ranges. At the time of writing, the differential between 
EUROF Oct21s vs EIB and France is 16bp-17bp and vs the EFSF is around 8bp-
9bp (Figure 7). 

Figure 6. EUROF Oct21s and EIB Sep21s (Yield, %)  Figure 7. EUROF Oct21s vs France, EIB and the EFSF (Yield spread, bp) 
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Conclusion – with spreads near tights, alternatives gather attention 

We believe some SSAs can be overlooked given liquidity differentials and relative 
supply dynamics. However, high quality SSAs which can offer incremental spread 
pick-ups at a time when larger issuers trade at relatively tight spreads, should 
remain part of the wider investment decision process in our view. 
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client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
Citi Research generally disseminates its research to the Firm’s global institutional and retail clients via both proprietary (e.g., Citi Velocity and Citi Personal 
Wealth Management) and non-proprietary electronic distribution platforms. Certain research may be disseminated only via Citi’s proprietary distribution 
platforms; however such research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise 
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inconsistent with the author’s previously published research. Certain research is made available only to institutional investors to satisfy regulatory 
requirements. Individual Citi Research analysts may also opt to circulate published research to one or more clients by email; such email distribution is 
discretionary and is done only after the research has been disseminated. 
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual 
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. 
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Thomson Reuters. 
© 2014 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication, 
redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on 
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the 
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced 
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any 
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or 
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness 
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital 
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The 
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, 
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no 
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink 
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site 
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your 
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 
ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST  
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