
Jeroen Dijsselbloem, President of the Eurogroup, has been invited to a regular Economic Dialogue, in 
particular, in accordance with Article 2ab of Regulation 1466/97 as amended. This briefing provides an 
overview of the ongoing work of the Eurogroup as regards public finances, macro-economic imbalances, 
financial adjustment programmes and the banking union. Mr Dijsselbloem has been the Eurogroup 
President since January 2013. As the President of the Eurogroup, he is also chairing the Board of 
Governors of the European Stability Mechanism. His mandate ends on 13 January 2018 when his 
successor Mário Centeno, Portugal’s Minister of Finance, will take office. 

 Euro area real GDP rose more than expected in the first half of 2017, driven predominantly by 
private consumption and investment, in a context of a global upswing, favourable financing 
conditions and the continued improvement in labour market. According the Commission 
(COM)  Autumn 2017 forecast, the euro area economic activity is to expand by 2.2% over 2017 as 
a whole (+0.5 p.p. compared with the Spring 2017 round of projections). 

 Looking ahead, the COM expects the euro area real GDP growth to marginally decline in both 2018 
and 2019 (to 2.1% and 1.9% respectively). Economic activity is set to continue expanding in all 
euro area Member States.  Inflation outlook remains subdued amid relatively weak, yet increasing, 
wage growth. 

 For the 2018 European Semester cycle, the COM proposed five recommendations on the economic 
policy of the euro area on 22 November 2017 as part of the Autumn 2017 Semester package. These 
recommendations revolve around the same broad themes as last year, though the emphasis on 
some issues has changed or new elements have been included (see Annex 3).

 Overview of the Eurogroup policy actions as regards implementation of the 2016 and 2017 euro 
area recommendations is presented in Annex 2.  
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 For the euro area, the COM autumn 2017 economic forecast predicts that public finances will 
improve more than was expected in the spring, mostly thanks to the pick-up in growth. Drivers for 
this development are lower interest expenditures, lower spending on unemployment benefits as 
labour markets continue to improve and the improved outlook for nominal GDP growth. The 
aggregated fiscal policy stance, as measured by the change in the structural balance of the euro 
area as a whole, is expected to stay broadly neutral over the forecast horizon. 

 The COM issued on 22 November 2017, on the basis of its autumn 2017 forecast, its Opinions on 
the 2018 DBPs of euro area Member States: Six countries (Germany, Lithuania, Latvia, Luxembourg, 
Finland and the Netherlands) are assessed to be compliant with the SGP, six countries (Estonia, 
Spain, Ireland, Cyprus, Malta and Slovakia) are assessed to be broadly compliant with it and six 
countries (Belgium, France, Italy, Austria, Portugal and Slovenia) are judged to be at risk of non-
compliance. On 4 December 2017, the Eurogroup discussed and agreed with the COM assessments 
of the 2018 DBPs. 

 For Belgium and Italy, the COM opinions concluded on the basis of the autumn 2017 forecast that 
the debt reduction benchmark will be breached.  

 In 2017, the Excessive Deficit Procedures for Portugal and Greece have been abrogated, since these 
countries have dropped their public deficit under 3% of GDP.  

 In the context of the Macroeconomic Imbalance Procedure, the COM published in November 2017 
the 2018 Alert Mechanism Report: against the backdrop of an improved economic situation, there 
are still rebalancing needs. Imbalances in individual Member States stem from excessive internal 
and external debts, current accounts surpluses, accelerating housing prices, increasing labour costs 
and still worrying unemployment rates.  

 The Commission identifies nine Euro area Member States as being at risk of macro-economic 
imbalances, which will be subject to in-depth-review.  They are the same countries that in the 
previous Semester cycle were experiencing excessive imbalances (Cyprus, France, Italy and 
Portugal) or imbalances (Germany, Ireland, Spain, the Netherland and Slovenia). 

 In the second semester of 2017, the Eurogroup was debriefed by the Chairs of the Supervisory 
Board and the SRB about developments in the financial sector, their work, and related challenges. 
President Dijsselbloem concluded on 6 November 2017 that the banking sector is by now in a 
much better shape, though there are open and legacy issues that have to be dealt with, among 
those non-performing loans (NPLs). The Chair of the Supervisory Board informed the Eurogroup 
on the recent SSM guidance on NPLs. The most recent ECB’s Supervisory Banking Statistics indicate 
that the wide dispersion of NPL ratios among countries remains a concern. As regards the 
completion of the banking union, the Council’s recent Progress report sets out the issues for which 
compromises still have to be found among Member States before entering into negotiations with 
the European Parliament. 

 The Greek authorities and the institutions reached a staff-level agreement on policy conditionality 
under the ongoing third review on 2 December 2017. The focus now shifts to the implementation 
of the agreed prior actions by the Greek government, Jeroen Dijsselbloem, the President of the 
Eurogroup, said after the Eurogroup’s meeting of 4 December 2017. In July 2017, on the basis of 
the Eurogroup agreement and the Compliance Report paving way for the conclusion of the second 
review, the ESM disbursed €7.7 billion (€6.9 billion for debt servicing needs and €0.8 billion for 
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arrears clearance) and in October 2017 (following the clearance of net arrears by the Greek 
government)  another €0.8 billion for further arrears clearance. The third tranche is therefore 
completed. It brings the total amount of disbursed ESM funds to €40.2bn. In July 2017, the IMF 
Executive Board also approved in principle €1.6 billion stand-by arrangement for Greece. 

1. Key macro-economic indicators for the euro area 

2. Overview of Eurogroup policy actions as regards implementation of the 2016 and 2017 euro area 
recommendations 

3. Overview the 2017 and 2018 recommendations on the economic policy of the euro area 

4. General Government Gross Debt and Interest Expenditure in 2007 and 2016; Expected Gross 
Financing Needs in 2017, as % of GDP 

5. Euro area MIP scoreboard 

6. Summary of external papers: How to further strengthen the European Semester? 

7. Summary of external papers: Feasibility check - transition to a new regime for banks’ sovereign 
exposure 

8. Summary of external papers: An evolutionary path for a European Monetary Fund? 
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Euro area real GDP rose more than expected in the first half of 2017, driven predominantly by 
private consumption and investment, in a context of a global upswing, favourable financing 
conditions and the continued improvement in labour market. Private consumption has been 
supported by rising employment and nominal wages on the back of improved labour market 
conditions. Investment has also picked up on the back of improved outlook reflecting, inter alia, higher 
demand expectations, supportive financing conditions, strong business sentiment and increased 
corporate profits. At the same time, the ongoing recovery appears to be incomplete and atypical 
compared with past cyclical upswings given its dependence on substantial monetary policy stimulus, 
the persisting fiscal and financial fragilities as well as subdued wage dynamics and relatively low 
inflation.   

Over 2017 as a whole, the euro area economic activity is projected to expand by 2.2% according the 
Commission (COM) Autumn 2017 forecast - a significant upward revision compared with the Spring 
2017 round of projections (+0.5 p.p.), as evidenced in Table 1. This would also be the strongest growth 
in the last ten years1. Malta, Ireland and Slovenia are expected to be the fastest growing economies 
within the euro area (5.6%, 4.8% and 4.7% respectively). At the opposite side of the spectrum, Italy, 
France and Greece2 are projected to grow at the slowest pace (1.5% for the former and 1.6% for the 
two latter). 

Looking ahead3, the COM expects the euro area real GDP to marginally decline in both 2018 and 
2019 (to 2.1% and 1.9% respectively). Economic activity is set to continue expanding in all euro area 
Member States.   

Table 1: Comparison of the recent Commission's forecasts for selected macroeconomic variables 

  COM forecast 2017 2018 2018 

Real GDP growth 

Euro area 
Autumn 2017 2.2 2.1 1.9 

Spring 2017 1.7 1.8 - 

EU28 
Autumn 2017 2.3 2.1 1.9 

Spring 2017 1.9 1.9 - 

HICP Inflation 

Euro area 
Autumn 2017 1.5 1.4 1.6 

Spring 2017 1.6 1.3 - 

EU28 
Autumn 2017 1.7 1.7 1.8 

Spring 2017 1.8 1.7 - 

Unemployment 

Euro area 
Autumn 2017 9.1 8.5 7.9 

Spring 2017 9.4 8.9 - 

EU28 
Autumn 2017 7.8 7.3 7.0 

Spring 2017 8.0 7.7 - 

    Sources: Commission’s Spring 2017 and Autumn 2017 forecasts. 

1 The Eurostat’s flash estimate for the euro area real GDP growth in Q3 2017 came in at 0.6% q-o-q, marking the 
18th consecutive quarter of growth. 
2 This is a downward revision of 0.5 p.p. compared with the Spring 2017 forecast. 
3 See a separate EGOV note for a comparison of 2017-2019 forecasts from the main international institutions. 
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The COM considered that risks surrounding its Autumn 2017 forecast are broadly balanced. The 
main external downside risks include: (1) high geopolitical tensions (e.g. on the Korean peninsula); 
(2) potentially tighter global financing conditions; (3) possibility of faster and/or stronger-than-
expected monetary policy tightening in the US; (4) an increase in global risk aversion and in the 
medium term, (5) the risk of disorderly adjustment in China stemming from relatively high and 
increasing corporate debt as well as (6) the negative impact of more inward-looking policies in the US 
and elsewhere on global economy. On the domestic side, the main downside risks stem from (1) less-
smoother-than-technically-assumed transition following Brexit; (2) a stronger-than-expected euro’s 
appreciation and (3) a faster-than-assumed steepening of the yield curve. On the other hand, further 
decline in uncertainty, improving sentiment and a faster completion of EMU could provide a greater-
than-envisaged boost to economic activity in Europe. 

Headline HICP inflation has been oscillating between 1.3% and 2.0% over the first eleven months of 
2017, mainly as a result of energy base effects4. At the same time, core inflation has remained 
subdued, hovering at around 1.1%, partly reflecting remaining labour market slack and moderate 
wage growth amid the lagged negative impact of a prolonged period of low inflation. Overall, inflation 
is expected to average 1.5% in the euro area this year and remain little changed afterwards (1.4% in 
2018 and 1.6% in 2019), consistent with assumption of broadly flat oil prices and still moderate, yet 
increasing, wage growth. 

 

The unemployment rate has continued on its downward trend started in 2013 as continued 
economic growth has led to a further improvement in the labour market situation, though some 
indicators point to the persistence of slack.  The COM notes that the current job market recovery has 
been “job-rich” as the increase in the number of people employed has been somewhat stronger than 
what current economic growth would have suggested (with most of the recent rise in employment 
consisted of permanent and full-time jobs). At the same time, the relatively low level of working hours 

4 According to Eurostat’s flash estimate, euro area HICP inflation slightly increased to 1.5% in November 2017. 

Box 1: Eurogroup work programme for the first half of 2018 

According to an indicative work programme for the first half of 2018, released on 4 December 2017, 
the Eurogroup is to: 

 Maintain its attention on structural policies to foster long-term growth and employment, with 
a view to improve the resilience of the euro area economy. To this end, the Eurogroup will 
continue its regular exchanges on best practices, including a focus on the three dimensions of 
resilience (vulnerability to shock, shock absorption capacity and speed of recovery). 

 Closely monitor Member State’s efforts to ensure sound fiscal policies as well as an appropriate 
aggregate fiscal stance of the euro area. 

 Closely monitor the implementation of the EDP recommendations to euro area Member 
States. 

 Give strong prominence to the implementation aspects as regards structural and fiscal policies. 
This is a crucial element in order to move ahead with EMU deepening. 

 Closely follow the progress of the adjustment programme in Greece and be involved in post-
programme surveillance in Cyprus, Ireland, Portugal and Spain. 

 Remain fully committed to monitoring issues relevant for financial stability in the context of 
the Banking Union and prepare international meetings as appropriate. 

 Continue working on the deepening of the EMU (including on the role of the ESM, on 
completing the Banking Union and on the EMU’s fiscal framework) in the appropriate format. 

For an overview of Eurogroup's actions as regards follow-up and implementation of the Council 2017 
recommendations on the economic policy of the euro area, see Annex 2 of this briefing. 

http://ec.europa.eu/eurostat/documents/2995521/8491593/2-30112017-AP-EN.pdf/8c49e80f-d813-4600-b991-d6969ac5754c
http://www.consilium.europa.eu/media/31923/eurogroup-work-programme-i-2018.pdf


per employee and the relatively high level of ‘involuntary’ part-time work suggest persistent, yet 
diminishing, labour market slack. All in all, the unemployment rate is expected to decrease to 9.1% in 
2017, down from 10.0% a year earlier. This positive trend however masks sizeable differences across 
Member States5. Further ahead, the COM foresees additional declines in the unemployment rate, to 
8.5% in 2018 and 7.9% in 2019, as net job creation is expected to continue significantly outpacing 
labour force growth. 

After peaking at 3.3% of GDP in 2016, the euro area current account surplus is expected to stabilise 
at or close to 3.0% of GDP over the period 2017-2019 as the impact of rising commodity prices and 
the euro’s appreciation broadly offset the effect of stronger foreign demand. However, this aggregate 
data masks sizeable differences across countries, with asymmetric adjustment expected to continue 
over the forecast horizon. The current accounts of Cyprus, France, Belgium, Latvia and Lithuania are 
projected to remain in negative territory over the period 2017-20196, while Malta, the Netherlands, 
Germany and Slovenia are to register current account surpluses of at least 5% of GDP. However, the 
largest contributions have continued to come from Germany and the Netherlands.  

 

Within the framework of the European Semester, the Council issues annual policy recommendations 
on the economic policy of the euro area as a whole based on Articles 121 and 136 of the Treaty of the 
Functioning of the European Union (TFEU). These recommendations typically cover fiscal, financial 
and structural policies, as well as institutional aspects of the Economic and Monetary Union. 

For the 2018 European Semester cycle, the COM proposed five recommendations on the economic 
policy of the euro area on 22 November 2017 along the Annual Growth Survey (AGS), the Alert 
Mechanism Report (AMR), the draft Joint Employment Report and Opinions on the 2018 Draft 
Budgetary Plans. These recommendations revolve around the same broad themes as last year, though 

5 In October 2017, the unemployment rate ranged from 2.7% in the Czech Republic to 16.7% in Spain and 20.6% 
in Greece (August 2017 data for the latter). The unemployment rate came in at 8.8% in the euro area in October 
2017, the lowest level since early 2009. The euro area youth unemployment rate stood at 18.6% in October 
2017, as compared to a record high of 24.6% at the beginning of 2013. 
6 However, in terms of GDP, the current account deficits of Belgium, Latvia and Lithuania are small.  

Box 2:  Mário Centeno becomes new President of the Eurozone 

The Eurogroup elected on 4 December 2017 Mr. Mário Centeno, Minister of finance of Portugal, as 
President of the Eurogroup as of 13 January 2018 for a two and a half year term. Mr Centeno was 
appointed finance minister of Portugal on 26 November 2015. Portugal has been subject to a post-
programme surveillance following its decision of June 2014 to exit of a financial assistance programme. 

For a further information on the role of the President of the Eurogroup, see the Council homepage and 
a separate EGOV briefing.  

In a recent interview with politico, the President-candidates replied as follows to the question on 
“Should the Euro group presidency ultimately be a dual position with the European Commission?” 

“Centeno: Yes. It’s something that we can be in favor of but in doing that, we need to also consider ways 
of strengthening the ownership [and accountability] of the member states in the European Semester 
[budget coordination and monitoring]. The Eurogroup has a big advantage in this respect, as it is chaired 
by a minister of finance.” 
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the emphasis on some issues has changed or new elements have been included (selected main 
changes/additions are in italics):  

 EA recommendation 1: Pursue policies that support sustainable and inclusive growth and improve 
resilience, rebalancing and convergence. Make significant progress towards completing the Single 
Market [...]; 

 EA recommendation 2: Aim at a broadly neutral fiscal stance at the aggregate level for the euro 
area and a balanced policy mix [...] Member States should take and implement measures to reduce 
debt bias in taxation and fight aggressive tax planning to ensure a level playing field, provide fair 
treatment of taxpayers and safeguard public finances and stability within the euro area. This 
includes continuing work towards the Common Consolidated Corporate Tax Base (CCCTB);  

 EA recommendation 3: Implement reforms that promote quality job creation, equal 
opportunities and access to labour market, fair working conditions, and support social protection 
and inclusion. Reforms should aim at: [..] (vi) effective social dialogue and wage bargaining at the 
appropriate level [...];  

 EA recommendation 4: Continue to work to complete the Banking Union with regard to risk 
reduction and risk sharing [...] and take measures to tangibly accelerate reduction of the levels of 
non-performing loans; 

 EA recommendation 5: Make swift progress on completing the EMU on the basis of the COM 
initiatives launched in autumn 2017. 

 

  

Box 3: Future of the EMU - Latest Eurogroup discussions 

On 4 December 2017, the Eurogroup met in inclusive format to discuss the future of the EMU so as to 
prepare the December 2017 Euro Summit, with a view to prepare a possible decision-making in June 
2018. A possible way forward would be to come to an agreement on a roadmap for the deepening of 
the EMU, starting from the roadmap for the banking union already agreed in 2016, Jeroen Dijsselbloem, 
the President of the Eurogroup said in his press remarks. As to the structure of work, three elements 
need to be discussed: the completion of the Banking Union, fiscal issues and the role of the ESM: 

1)  Banking Union - developing deeper the existing roadmap, in particular being more precise on the 
specific steps that need to be taken in terms of risk reduction. This would unlock next steps in terms 
of risk sharing; 

2)  Fiscal/EU budget - two elements to be discussed: 

a) new fiscal instruments. - there is currently no broad agreement as to their purpose, size and 
design. Instruments from the EU budget or EU credit lines from the budget will have to be part, 
inevitably, of the multi-annual framework debate, which already will be complex, due to Brexit; 

b) the complexity and effectiveness of the current fiscal framework. In general terms, there seems 
to be an agreement this framework should be credible, effective and not so complex. However, 
Ministers have not succeeded to make progress on this issue. The President of the Eurogroup 
suggested a possible way forward could be to ask an independent experts’ working group to come 
forward with an advice; 

3)  Role of the ESM - the ESM could act as a backstop to the SRF (there seems to be a broad agreement 
on this issue within the Eurogroup, though a progress would need to be made first on the COM 
banking package and the issue of non-performing loans). There is also a broad agreement the ESM 
should have an important role in financing, designing and monitoring programmes together with 
the COM (a joint approach based on an agreement between the two institutions). 

On 6 December 2017, the COM is expected to publish its proposals on how to strengthen the 
governance of the EMU. For an overview on the future of EMU, see a separate EGOV briefing. 
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According to the Council European Semester 2018 roadmap, the Eurogroup is to discuss and approve 
the recommendations proposed by the COM at its meeting of 22 January 2018. Subsequently, the 
euro area recommendations are to be formally adopted by the Council following their endorsement 
by the European Council of 22-23 March 2018. 

For an overview of measures undertaken by the Eurogroup to implement the 2016 and 2017 euro area 
recommendations, see Annex 2, while Annex 3 compares the 2017 and 2018 euro area 
recommendations.  

Box 4: Euro area fiscal stance 

The concept of “fiscal stance” is used to measure the impulse of government’s discretionary decisions 
on public finances, by excluding from the nominal general government budget balance the changes in 
expenditures and revenues that depend on the economic cycle. It is defined as the change in the general 
government’s primary structural balance (see chart below): if the difference is negative, then the fiscal 
policy is expansionary, and vice versa. For the euro area as a whole, the fiscal stance is calculated as the 
sum of the national fiscal stances. 

The current EMU governance framework does not contain rules or instruments that allow the direct 
management of the euro area fiscal stance: this represents a major difference when compared to fiscal 
federations. In the EMU, fiscal policies are a national responsibility: according to the Treaty, they are 
simply to be considered as a matter of common concern and coordinated.  

Nevertheless, in the EU legislation, the concept of euro area fiscal stance appears in the Regulation on 
draft budgetary plans, adopted in 2013 (as part of the Two-pack). It reads: “The Commission shall make 
an overall assessment of the budgetary situation and prospects in the euro area as a whole, on the basis 
of the national budgetary prospects and their interaction across the area...It shall also, as appropriate, 
outline measures to reinforce the coordination of budgetary and macroeconomic policy at the euro area 
level... The Eurogroup shall discuss opinions of the Commission on the draft budgetary plans and the 
budgetary situation and prospects in the euro area as a whole on the basis of the overall assessment 
made by the Commission...” 

The Euro area fiscal stance, 2011-2019 

 
Source: EGOV calculations based on the Commission Autumn 2017 forecast and Ameco.  
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For the euro area, the COM autumn 2017 economic forecast predicts that public finances will improve 
more than was expected in the spring, mostly thanks to the pick-up in growth. The nominal public 
deficit is expected to improve in almost all Member States. In the euro area as a whole, the public 
deficit is expected to fall from 1.1% of GDP in 2017 to 0.9% in 2018, while public debt is forecast to 
decline from 89.3% in 2017 to 87.2% in 2018. Drivers for these developments are lower interest 
expenditures, lower spending on unemployment benefits as labour markets continue to improve and 
the improved outlook for nominal GDP growth. The fiscal policy stance, as measured by the change in 
the structural balance, is expected to stay broadly neutral in the euro area as a whole over the forecast 
horizon, even though the fiscal stance is expected to be slightly expansionary in a number of Member 
States in 2018; it has been broadly neutral since 2015, while it was expansionary between 2012 and 
2014. 

The adjustment requirements under the SGP are inter alia set in structural terms, especially in the 
preventive arm. Table 2 below shows changes in the structural balances as forecast by the COM and 
the structural efforts recommended by the Council under the preventive arm of SGP. While this 
comparison indicates that Germany, Estonia, Ireland, Lithuania, Luxembourg, Malta and the 
Netherlands are in line with the recommended effort by the Council, it does not prima facie mean that 
the other countries would be in breach of the respective Council recommendations. The assessment 
of compliance includes other aspects than the change in the structural balance, such as: the magnitude 
of deviations, bottom-up assessments of individual measures, compliance with expenditure 
benchmarks, change in the primary structural balance (=structural balances adjusted by interest 
payments) and relevant factors such as the implementation of reforms with a positive impact on the 
growth potential.   

  

In the area of public finances, the  2017 Council recommendations on the economic policy of the euro 
area (see Annex 5) include  (1) the conduction of policies that support sustainable and inclusive growth 
in the short and long term, and improve adjustment capacity, rebalancing and convergence; (2) the 
implementation of various specific labour, product market, education and social protection reforms and 
the reduction of the tax wedge on labour, particularly on low-earners, in a budgetary-neutral; (3) the 
conduction of fiscal policies aiming at achieving an appropriate balance in fiscal policies between the 
need to ensure sustainability and the need to support investment to strengthen the recovery, in full 
respect of the SGP. 

https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-forecasts/autumn-2017-economic-forecast_en


Table 2: Structural budgetary efforts for 2017 and 2018  
(based on the Autumn 2017 COM forecast) 

Sources: COM Atumn 2017 forecast for the estimated and projected structural budget balances; country specific 
recommendations (CSRs) adopted by the Council in July under the preventive arm of the SGP (the country specific MTO and 
the quantitative fiscal effort requested by the Council are included in the recitals of the CSRs).  
Notes: 1 In the case that a Member State does not have a quantitative fiscal effort request for 2017 and/or 2018, it is indicated 
in the table as being “in line with its MTO” (this may cover cases (a) where the actual structural budget balance is above the 
target or (b) below the target due to temporarily flexibility allowed in the preventive arm or (c) only with a minor deviation 
below the target). For other Member States (which have not reached their MTO), the Council has requested specific fiscal 
efforts in quantitative years (these specific requests for 2018 are included in the recitals of the 2017 CSRs. This table does 
not prejudge the assessment of “effective action” by the Commission, which follows an EU methodology that takes into 
account more aspects than the change in the structural balance. 
2The MTO of Slovenia amounts to 0.0, but the 2016 CSR for Slovenia states that this does not respect the requirements of 
the SGP; 0.25 sbp is the minimum MTO calculated by the COM. 
3 On 16 June 2017, the Council adopted a specific recommendation with a view to correcting the significant observed 
deviation from the adjustment path toward the MTO in Romania. 

Member 

State  

MTO 

(structural 

budget position 

= sbp) 

Recommended annual structural effort 
(percentage points=pp)  

(to adjust towards or remain at the MTO 
for the Member States under the 

preventive arm of the SGP)1 

Projections on the structural 
budget balance (Commission 

Autumn 2017 forecast) 

pp sbp pp sbp 

2017 (CSRs 2016) 2018 (CSRs 2017) 2017 2018 

BE 0.0 sbp 0.6 pp 0.6 pp  0.6 pp -1.5 sbp 0.0 pp  -1.5 sbp 

DE -0.5 sbp In line with its MTO In line with its MTO 0.0 pp  0.9 sbp 0.0 pp  0.9 sbp 

EE -0.5 sbp In line with its MTO In line with its MTO -0.7 pp  -1.1 sbp -0.3 pp  -1,4 sbp 

IE -0.5 sbp 0.6 pp 0.6 pp 0.6 pp -1.3 sbp 0,8 pp  -0.5 sbp 

IT 0.0 sbp 0.6 pp 0.6 pp -0.4 pp  - 2.1 sbp 0.1 pp  -2.0 sbp 

CY 0.0 sbp In line with its MTO 0.2 pp -0.7 pp  0.4 sbp -0.4 pp  0.0 sbp 

LV -1.0 sbp In line with its MTO -0.3 -1.2 pp  -1.8 sbp 0.0 pp  -1.8 sbp 

LT -1.0 sbp In line with its MTO In line with its MTO -0.7 pp  -0.9 sbp 0.0 pp  -0.9 sbp 

LU -0.5 sbp In line with its MTO In line with its MTO  -1.4 pp  0.6 sbp -0.3 pp  0.3 sbp 

MT 0.0 sbp 0.6 pp In line with its MTO -0.2 pp  0.6 sbp -0.5 pp  0.1 sbp 

NL -0.5 sbp 0.6 pp In line with its MTO -0.6 pp  0.3 sbp -0.5 pp  -0.2 sbp 

AT -0.5 sbp 0.3 pp 0.3 pp 0.1 pp -0.9 sbp -0.1 pp  -1.0 sbp 

PT 0.25 sbp 0.6 pp 0.6 pp 0.2 pp  -1.8 sbp 0.0 pp  -1.8 sbp 

SI2 0.25 sbp 0.6 pp 1.0 pp -0.1 pp  -1.6 sbp 0.0 pp  -1.6 sbp 

SK -0.5 sbp 0.5 pp 0.5 pp 0.4 pp  -1.6 sbp 0.4 pp  -1.2 sbp 

FI -0.5 sbp 0.6 pp 0.1 pp -0.6 pp  -1.0 sbp -0.4 pp  -1.4 sbp 

BG -1.0 sbp  0.5 pp In line with its MTO -0.1 pp  0.0 sbp -0.2 pp  -0.2 sbp 

CZ -1.0 sbp In line with its MTO In line with its MTO -0.1 pp 0.8 sbp -0.4 pp  0.4 sbp 

DK -0.5 sbp 0.25 pp In line with its MTO -0.7 pp  -0.5 sbp -0.1 pp  -0.6 sbp 

HR -1.75 sbp 0.6 pp In line with its MTO -0.6 pp  -0.9 sbp -1.0 pp  -1.9 sbp 

HU -1.5 sbp 0.6 pp 1.0 pp -1.2 pp  -3.2 sbp -0.4 pp  -3.6 sbp 

PL -1.0 sbp 0.5 pp 0.5 pp 0.1 pp  -2.1 sbp -0.2 pp  -2.3 sbp 

RO3 -1.0 sbp 0.5 pp 0.5 pp -1.1 pp  -3.3 sbp -1.0 pp  -4.3 sbp 

SE -1.0 sbp In line with its MTO In line with its MTO -0.3 pp  0.8 sbp -0.2 pp  0.6 sbp 



 The COM issued on 22 November 2017, on the basis of its autumn 2017 forecast, its Opinions on 
the 2017 DBPs of euro area Member States: Six countries (Germany, Lithuania, Latvia, 
Luxembourg, Finland and the Netherlands) are assessed to be compliant with the SGP, six 
countries (Estonia, Spain, Ireland, Cyprus, Malta and Slovakia) are assessed to be broadly 
compliant with it and six countries (Belgium, France, Italy, Austria, Portugal and Slovenia) are 
judged to be at risk of non-compliance. For Belgium and Italy, the COM opinions concluded on the 
basis of the autumn 2017 forecast (under the customary no-policy change assumption) that the 
debt reduction benchmark will be breached.  

 In a letter of 22 November 2017 to the Italian authorities, the COM informed about its intention 
to reassess Italy's compliance with the debt reduction benchmark in spring 2018. The letter 
states inter alia that “The adoption of the 2018 budget with no watering down on the key 
provisions will be crucial, as will its subsequent strict implementation to deliver a structural effort 
of at least 0,3 % of GDP. We would also like to underline the importance of avoiding backtracking 
on the important fiscal structural reforms, notably as regards pensions, which underpin the long-
term sustainability of Italy’s debt.”   

 On 4 December 2017, the Eurogroup discussed the COM opinions on the 2018 DBPs. The 
Eurogroup statement on these discussion reveals agreement with the COM opinions. 
Furthermore, the Eurogroup noted that Germany, Austria and Spain have submitted DBPs on a 
no-policy-change basis. Against that background, the Eurogroup invited those countries to submit 
the updates of their DBPs as soon as possible and asked the COM to assess those updates.  In 
addition, the Eurogroup is concerned about a slow pace of debt reduction from high levels in a 
number of Member States and urges that they are decisively addressed in the current favourable 
economic situation. The Eurogroup noted that “the limited structural fiscal adjustment expected 
in 2018 in some Member States is worrying, in particular when coupled with high sustainability 
risks. The Eurogroup recalls in this context that the focus on debt reduction is an integral part of 
the SGP and calls upon the COM and the Council to apply the SGP in full.” 

In 2017, three EDP, out of which two related to euro area Member States, were abrogated: 

 On 16 June 2017, the Council closed, on the basis of COM proposals of 22 May 2017, the EDPs for 
Croatia and Portugal, confirming the deficits have dropped below 3%.  

 In September 2017, the Council closed the EDP for Greece, on the basis of a COM 
recommendation.  

Since then, only two euro area Member States are in EDP (France and Spain). 

For an overview of the evolution of the general government gross debt level in the euro area Member 
States between 20077 and 2016, see Annex 4. 

7 I.e. before the start of the latest economic and financial crisis. 

https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/annual-draft-budgetary-plans-dbps-euro-area-countries/draft-budgetary-plans-2018_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/annual-draft-budgetary-plans-dbps-euro-area-countries/draft-budgetary-plans-2018_en
https://ec.europa.eu/info/sites/info/files/economy-finance/letter-to-italy-20171122.pdf
http://www.consilium.europa.eu/en/meetings/eurogroup/2017/12/04/
http://www.consilium.europa.eu/en/press/press-releases/2017/12/04/eurogroup-statement-on-the-draft-budgetary-plans-for-2018/
http://www.consilium.europa.eu/en/press/press-releases/2017/06/16-croatia-portugal-deficits/
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/corrective-arm-excessive-deficit-procedure/ongoing-excessive-deficit-procedures/croatia_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/corrective-arm-excessive-deficit-procedure/ongoing-excessive-deficit-procedures/portugal_en
http://www.consilium.europa.eu/en/press/press-releases/2017/09/25-greece-finances-stabilised/
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/corrective-arm-excessive-deficit-procedure/ongoing-excessive-deficit-procedures/greece_en
http://europa.eu/rapid/press-release_IP-17-1962_en.htm
http://europa.eu/rapid/press-release_IP-17-1962_en.htm


 

Box 5: European Fiscal Board’s 2017 Annual Report 

Assessment on the application of the SGP in 2016  

Application of the full range of flexibility clauses and other contingency provisions of the SGP revealed 
a degree of complexity that raised questions of transparency and equal treatment in the Council. 
Discretion and judgement came to play an increasingly important role, raising the issue of who was to 
exercise them, and how. The actual assessment of compliance with the SGP rules also drew increasing 
attention because it involves two indicators, or two different methods which, although conceptually 
equivalent, in practice often support diverging conclusions in terms of compliance or non-compliance. 
Again, the role of judgement in a system originally designed to be rules-based came increasingly to the 
fore. 

In procedural terms, several developments stood out. 

1. Under the preventive arm of the SGP, the Commission's ex post assessment of a flexibility clause 
granted to Italy did not provide a firm conclusion as to whether or not the required structural reforms 
had been implemented. 

2. There were inconsistencies, across both time and several countries, in the way the two indicators for 
assessing compliance were used. 

3. Cases of early and late submissions of draft budgetary plans gave rise to discussions among Member 
States in the autumn of 2015. The period during which plans were to be presented was made clear in 
September 2016, as were the specific rules for caretaker governments. 

4. In May 2016, the Commission put forward country-specific recommendations for Spain and Portugal 
which extended the deadline for correcting their excessive deficits, in conflict with the existing 
recommendations issued by the Council under Article 126 of the Treaty. 

5. The Commission delayed its assessment of effective action under the corrective arm of the SGP for 
Spain and Portugal until July 2016, despite having proposed already in May to extend the deadline for 
correction. 

6. Member States with an insufficient rate of debt reduction – Belgium, Italy and Finland - were not 
placed under the corrective arm of the SGP, thanks to a broad interpretation of the other relevant 
factors. 

These points are significant but they need to be seen in the specific context of the 2016 surveillance 
cycle. As indicated above, 2016 was not a typical year in the history of the SGP. In one way or another, 
virtually all the limits implied by the rules turned into actual constraints putting a lot of pressure on 
Member States, the Commission and the Council. The margins of the rules-based system have been 
explored and it is actually noteworthy that the number of significant cases was fairly limited. 



Box 6: The role of independent fiscal institutions 

Legal background  

In accordance with EU Regulation 473/2013, euro area Member States should have in place 
independent bodies which produce or endorse national medium-term fiscal plans and draft budgets as 
well as their underpinning macroeconomic forecasts. In accordance with the same Regulation, the 
independent bodies shall be endowed with functional autonomy vis-à-vis the budgetary authorities of 
a Member State. Furthermore, the provisions to have such independent bodies are applicable to all EU 
Member States (except the UK) in accordance with Council Directive 2011/85/EU.  

Implementation  

According to a COM assessment as part of the 2017 Country Reports, independent fiscal bodies now 
play an active role in almost all Member States in the national debate on fiscal policy: “They regularly 
publish independent assessments of budget plans and outcomes.”  The COM also published in February 
2017 Fiscal Compact country reports which contain country specific information on the mandate, 
functional autonomy and resources of independent fiscal bodies.  

A separate EGOV note provides an overview of the role played by independent national fiscal bodies 
in the preparations of budgets in Member States. A key finding is that a clear majority of euro area 
Member States (15 out of 18) have used in their 2018 and 2017 DBPs macro-economic forecasts 
prepared or endorsed by independent fiscal bodies;  exceptions being the 2018 DBPs of Germany and 
Finland and the 2017 DBPs of Germany, Finland and Lithuania. It also provides a summary of the above 
mentioned COM assessments and Fiscal Compact reports, which highlights that the degree of inde-
pendence, the role and the capacity of the fiscal councils vary significantly across the Member States. 

One conclusion of a further COM publication of July 2017 (“Independent Fiscal institutions in the EU 
Member States: The early years”) is: “Despite their early successes, independent fiscal institutions in 
the EU appear to be facing some common challenges. Appropriate legal independence safeguards 
and robust access-to-information clauses are needed to ensure that IFIs can play an effective 
watchdog function in the domestic arena.”  

In October 2017, the European Fiscal Board assessed in this respect: “The independent fiscal institutions 
vary significantly across the EU Member States in terms of their design, scope, and mandate. This 
heterogeneity is mainly determined by pre-existing institutional setups prevailing at the national level, 
including local traditions, historical experiences and country-specific policy challenges. Although 
national specificities are to be acknowledged in the setup of independent fiscal institutions, there is also 
a need to ensure that they enjoy a basic degree of effectiveness and leverage vis-à-vis national 
governments. The broad panorama of independent fiscal institutions offers a unique opportunity to 
draw lessons of good practice, in line with the mandate of the European Fiscal Board. However, 
providing a full and comprehensive review of all EU independent fiscal institutions is a daunting task 
that goes beyond the scope of this report.” 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:140:0011:0023:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2011:306:0041:0047:EN:PDF
https://ec.europa.eu/info/sites/info/files/2017-european-semester-country-reports-comm-en.pdf
https://ec.europa.eu/info/publications/fiscal-compact-taking-stock_en
http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602071/IPOL_IDA(2017)602071_EN.pdf
https://ec.europa.eu/info/sites/info/files/dp_067_en.pdf
https://ec.europa.eu/info/sites/info/files/dp_067_en.pdf
https://ec.europa.eu/info/sites/info/files/2017_efb_annual_report_en_0.pdf


The 2018 Alert Mechanism Report (AMR) launched the sixth surveillance cycle in the context of the 
Macroeconomic Imbalance Procedure (MIP), aimed at preventing and correcting macroeconomic 
imbalances in the EU Member States.  

Based on the economic reading of the MIP scoreboard (which reflects data up to 2016, see Annex 5), 
the COM identifies the Member States which will be subject to further in-depth-review (IDR); they are 
the same countries that were showing imbalances in the 2017 Semester cycle, where: 

 Four euro area countries (Cyprus, Italy, France and Portugal) presented excessive 
macroeconomic imbalances; 

 Five euro area countries (Ireland, Spain, the Netherlands, Germany and Slovenia) were 
experiencing macroeconomic imbalances;  

 Greece was subject to surveillance in the context of the financial assistance programme.  

In February 2018, the Commission will publish the country reports, including the outcome of the IDRs, 
to decide whether imbalances or excessive imbalances exist. For those countries where imbalances 
exist, the Commission carries out specific monitoring activities and may propose country specific 
recommendations under the MIP procedure, to be adopted by the Council. For countries that are 
assessed to experience excessive imbalances, the Commission may propose to open the Excessive 
Imbalance Procedures (it would be the first time).  

Table 3 below depicts the situation of euro area Member States with respects to MIP since 2012. It 
can be noted that Italy is experiencing excessive macroeconomic imbalances since 2014, while France 
and Portugal since to 2015. With regard to the implementation of the 35 2016-CSRs underpinned by 
the MIP, only France substantially progressed on one recommendation; 18 CSR were implemented to 
a limited extent and for 16 CSRs there was some progress (see the EGOV document “Implementation 
of the 2016 CSRs” for further references).  

Table 3: Commission's conclusions under MIP, 2012 -2017 euro area countries1 

No Imbalances Imbalances2 Excessive imbalances2 

2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017 

DE* DE* EE* EE* BE BE* BE BE BE BE DE DE  ES IT FR FR FR 

EE* EE* LV* LV* EE EE* ES FR DE DE IE IE  SI SI IT IT IT 

LV* LV* LT* LT* LV* LV* FR IT IE IE ES ES    PT PT PT 

LT* LT* LU LU* LT* LT* IT MT ES ES NL NL     CY CY 

LU* LU* MT MT* LU* LU* CY NL FR NL SI SI      
 

MT* AT* AT* AT* MT* MT* SI FI NL SI FI       
 

NL* SK* SK* SK* AT AT* FI  FI FI         

AT*    SK* SK*             

SK*     FI             

Source: EGOV based on the Commission’s IDRs. 1 Member States under financial assistance programmes are not 
subject to MIP 2 The table refers to the streamlined categories applied from the 2016 cycle onwards. (*) Countries not 
considered at risk of macroeconomic imbalances, therefore not subject to in-depth reviews.  

In the area of macro-economic imbalances, the 2017 Council recommendations on the economic policy 
of the euro area recommended to “pursue policies that support sustainable and inclusive growth in the 
short and the long term, and improve adjustment capacity, rebalancing and convergence. Prioritise 
reforms that increase productivity, improve the institutional and business environment, remove 
bottlenecks to investment, and support job creation. Member States with current account deficits or 
high external debt should raise productivity while containing unit labour costs. Member States with large 
current account surpluses should implement, as a priority, measures, including structural reforms and 
fostering investment, that help to strengthen their domestic demand and growth potential.” 

 
 
 
 
 

https://ec.europa.eu/info/publications/2018-european-semester-alert-mechanism-report_en
http://www.europarl.europa.eu/RegData/etudes/note/join/2014/497768/IPOL-ECON_NT(2014)497768_EN.pdf
http://ec.europa.eu/economy_finance/economic_governance/macroeconomic_imbalance_procedure/specific_monitoring/index_en.htm
http://www.europarl.europa.eu/RegData/etudes/ATAG/2017/587394/IPOL_ATA(2017)587394_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/ATAG/2017/587394/IPOL_ATA(2017)587394_EN.pdf


In the AMR, the COM presents a systematic analysis of the euro area wide implications of countries’ 
imbalances and examines how such implications require a coordinated approach to policy responses.  

The COM notes that the euro area continues to have the world's largest current account surplus: 
it peaked at 3.3% in 2016 and is expected to decrease to 3.0%, this year. The persistence of the 
euro area surplus reflects the correction of current accounts previously in deficit, coupled with the 
persistence of large surplus (Germany and the Netherlands account for almost 90% of the current 
level of the aggregate surplus).  

Figure 1: 2017 MIP scoreboard indicator - Euro area Member States with values beyond the 
thresholds 

Source: EGOV based on the Commission’s AMR. 

According to the COM, the dynamics of the euro-area surplus is linked to domestic demand, lagging 
behind the dynamic of economic activity, and to sustained export demand. Persistent weak demand 
is reflected in output gap figures for the euro area that has stayed negative since 2009 and is forecast 
to turn positive in 2018. This protracted economic slack underpins inflation figures which remain 
below the ECB target. The external position of the euro area is growing, due to a widespread 
deleveraging process, with remarkable differences across countries and across sectors. Corporations 
have been posting positive net lending positions since 2013, reflecting subdued investment despite 
ample room for internal financing.  

Rebalancing in the euro area needs to continue: countries characterised by large negative net 
international investment positions (Estonia, Ireland, Greece, Spain, Cyprus, Latvia, Lithuania, Portugal, 
Slovenia and Slovakia) should maintain current accounts balances in surplus and promote productivity 
growth. Supportive demand conditions in euro-area net creditor countries would be crucial.  

External imbalances indicators

CA Current Account Balance as % of GDP, 3 years average

NIP Net International Investment Position as % of GDP

RER Real Effective Exchange Rate with HICP deflators

EXP Export Market Shares, 5 years change

BE ULC Nominal Unit Labour Cost, 5 years change

DE

EE IE Internal imbalances

IE EL HOU Change in deflated House Prices, % y-o-y 

EL BE ES CRE Private Sector credit Flow as % of GDP

ES IE FR EL PRD Private Sector Debt as % of GDP

HR ES IT ES GGD General Government Debt as % of GDP

CY FR CY FR TFSL Total Financial Sector Liabilities, % y-o-y change

LV IE CY NL IT

LT LV LU AT CY Employment indicators

DE PT IE EE AT NL PT LV ACT Activity rate % of total population (age 15-64), 3 years change

MT SI CY EL LV PT PT SI AT PT LTU Long Term Unemployment Rate (age 15-74), 3 years change

NL SK LT FI LT SK FI FI CY FI LU SK YUN Youth Unemployment Rate (age 15-24), 3 years change

CA NIP RER EXP ULC HOU CRE PRD GGD TFSL ACT LTU YUN UNE UNE Unemployment rate, 3 years average

https://ec.europa.eu/info/publications/2018-european-semester-alert-mechanism-report_en


In the second semester of 2017, the Eurogroup dealt specifically with banking union topics in the 
sessions held on 6 November and on 10 July 2017.  

President Dijsselbloem concluded on 6 November 2017 that the banking sector is by now in a much 
better shape, but that there are open and legacy issues that have to be dealt with. 

On 6 November 2017, the Chair of the ECB Supervisory Board, Danièle Nouy, debriefed the Eurogroup 
about developments in the financial sector, the work SSM, and of related challenges. Mrs Nouy also 
informed the Eurogroup on the recent SSM guidance on NPLs and the provisioning for building up of 
possible future NPLs. The Summing-up letter on that Eurogroup meeting mentions that Mrs Nouy 
stressed that the recently published draft Addendum to ECB guidance on NPLs to set out the 
supervisory expectations on provisioning for new NPLs would be an institution-specific Pillar 2 tool 
consistent with the existing regulatory framework, and that one question was raised about her 
interpretation. 

The most recent ECB’s Supervisory Banking Statistics, containing information on the asset quality of 
directly supervised significant institutions, indicate that the quality of banks’ loans portfolios, and in 
particular the wide dispersion of NPL ratios among countries, remain a concern (see table 4). 

Table 4: Asset quality: non‐performing loans and advances by country (EUR billions; Q2 2017) 

Source: ECB Supervisory Banking Statistics Second quarter 2017, p. 85, table T03.07.2 

Regarding the COM banking reform package, the Council discussed on 5 December 2017 a progress 
report (dated 29 November 2017), which sets out the open issues in the Council where compromises 
still have to be found, such as the macroprudential framework and Pillar 2 (O-SII Buffer Cap and O-SII 
buffer cap for subsidiaries; additivity and overall cap of O-SII buffer and SRB), implementation of Basel 
reforms (Financial Risk in the Trading Book phase-in; Net Stable Funding Ratio for derivatives as well 
as repos and reverse repos), capital and liquidity waivers in CRR, exemptions from the CRR/CRD 

Work programme of the Eurogroup for the second half of 2017: “Close attention will continue to be 
devoted to financial stability in the euro area and advancing and strengthening the Banking Union, 
including through the hearing of the Chair of the Single Supervisory Board and the reporting by the Chair 
of the Single Resolution Board.” 

The Eurogroup will also continue to pay close attention to financial stability in the Euro Area. In this 
respect, it will keep up with the Euro Area aspects of the work on advancing and strengthening the 
Banking Union, and will be regularly informed about its functioning (...).”  

http://www.consilium.europa.eu/en/press/press-releases/2017/11/06/remarks-by-jdijsselbloem-following-the-eurogroup-meeting-of-6-november-2017/
http://www.consilium.europa.eu/media/31577/summing-up-letter-eg-6-november-2017-final.pdf
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.supervisorybankingstatistics_second_quarter_2017_201710.en.pdf
http://europa.eu/rapid/press-release_IP-16-3731_en.htm
http://data.consilium.europa.eu/doc/document/ST-14896-2017-REV-1/en/pdf


regarding its scope, the minimum requirement for own funds and MREL calibration (Scope of MREL 
Pillar 1 requirement; impact of breaching the Market Confidence Buffer on restrictions to the 
Maximum Distributable Amount; sanctions to MREL breaches; the link between the MREL 
requirement and minimum 8% bail-in rule, as well as subordination). 

Regarding legacy issues, the Council received a state of play on non-performing loans (NPLs) on 
27 November 2017, which is not publically accessible. However, according to the Presidency of the 
Council that update shall be without prejudice to a comprehensive stock-take of the evolution of NPLs 
in the European Union, to the restructuring of banking sectors in this context and to the development 
of secondary markets for NPL transactions which, in accordance with the Council's Action plan, should 
take place at the January 2018 ECOFIN meeting. 

The second programme review started in October 2016. Greece has so far received €40.2 billion under 
the current programme (and paid back €2 billion following the sale of an asset by one bank that took 
part in the 2015 banking recapitalisation). Short-term debt relief measures were endorsed by the 
Eurogroup in December 2016 and adopted by the ESM on 23 January 2017.  

In June 2017, the Eurogroup finalised its discussion on the second review. It welcomed the adoption 
of the prior actions for the second review by Greece's parliament. The Eurogroup also invited Greece 
and the institutions to develop and support a holistic, growth enhancing strategy. On debt measures, 
it reiterated that they would be implemented after successful completion of the programme, if a new 
debt sustainability analysis were to confirm that such measures are necessary. The Eurogroup 
welcomed Greece's commitment to maintain a primary surplus of 3.5% of GDP until 2022 and a fiscal 
path consistent with the European fiscal framework thereafter (according to EC of equal to or above 
but close to 2.0% of GDP over the period 2023-2060). During the Eurogroup meeting, the IMF informed 
of its intention to recommend to the IMF's Executive Board the approval in principle of Greece's 
request for a 14-month standby arrangement. Also in June 2017, the Compliance Report completing 
the second review was published. It assessed that the Greek authorities have completed the 140 prior 
actions set out in the supplemental MoU and required for the disbursement of the third tranche of 
the ESM programme. The supplemental MoU was published only in July 2017, i.e. after its implemen-
tation has been assessed in the Compliance Report. In July 2017, on the basis of the above mentioned 
Eurogroup agreement and the Compliance Report, the ESM disbursed €7.7 billion (€6.9 billion for debt 
servicing needs and €0.8 billion for arrears clearance) and in October 2017 (following the clearance of 
net arrears by the Greek government)  another €0.8 billion for  further arrears clearance. The third 
tranche is therefore completed. It brings the total amount of disbursed ESM funds to €40.2bn. 
According to the Eurogroup debriefings of September and November 2017, the third review should 
be concluded by the end of the year. In November 2017, the European Court of Auditors published a 
special report on the ECs management of the three Economic Adjustment Programmes for Greece; 

Work programme of the Eurogroup for the second half of 2017:  “The Eurogroup will continue to follow 
the progress made in implementing the economic adjustment programme in Greece, which is scheduled 
to run until mid-2018.It will also be involved in the post-programme surveillance process in countries 
that have received financial assistance in the past: Cyprus, Ireland, Portugal and Spain.” 

The purpose of post-programme surveillance is to identify whether there is any risk that a country may 
not be able to repay loans received under the programme. This surveillance stops once a country has 
repaid at least around 75% of the loan. 
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the auditors make a series of recommendations to the EC to improve the design and implementation 
of Economic Adjustment Programmes; the EC has fully accepted them. 

On 2 December 2017, the Greek authorities and the institutions reached a staff-level agreement on 
policy conditionality under the ongoing third review. The focus now shifts to the implementation of 
the agreed  actions by the Greek government, Jeroen Dijsselbloem, the President of the 
Eurogroup, said after the Eurogroup meeting of 4 December 2017.  

For further information on the current financial assistance programme for Greece (including on debt 
sustainability analyses and banking sector developments), see a separate EGOV note. 

For more information on the state of play as regards financial assistance programmes, see a separate 
EGOV table. 

 

 

Box 7:  Statistical Governance in Greece 

In 2017, the legal proceedings before Greek courts against Andreas Georgiou (Head of the Greek 
Statistical Office, ELSTAT, between 2 August 2010 and 2 August 2015), among others on the ground of 
the accusation that he has inflated 2009 Greek deficit figures, have continued and led to convictions: 
On 1 of August 2017, the Greek Appeals Court acquitted Mr Georgiou on two of the three 
misdemeanour charges of violation of duty but convicted him on the third charge of not obtaining prior 
approval for the release of the 2009 EDP figures from the Board of ELSTAT. The court sentenced him to 
two years in prison, suspended for three years.  

These developments are regretted by international statistical institutions and the European 
Commission, see for instance  a statement of September 2017 by the European Statistical Governance 
Advisory Board (ESGAB) and of August 2017 by Valdis Dombrovskis (Vice President of the European 
Commission).  

The Good Practice Advisory Committee (GPAC) established under the Hellenic Statistical Law deplores 
in its third report of December 2016 the long-lasting legal proceedings against Mr Georgiou and two 
other former ELSTAT colleagues; according to GPAC they continue to damage the reputation, and bring 
into question the ability, of ELSTAT and the Hellenic Statistical System to be seen to function in a 
professionally independent manner. It also states that the large political context to the proceedings was 
also unanimously confirmed by the representatives of the media who met the Committee in October. 
“Indeed, it was contended that the reason the proceedings have continued for so long is due almost 
entirely to the political context that surrounds them.” More information on this issue is published in a 
separate EGOV note. 
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 2012 2013 2014 2015  2016 2017f 2018f 

Real GDP growth – % change on previous year  

EA19 -0.9 -0.2 1.3 2.1 1.8 2.2 2.1 

EU28 -0.4 0.3 1.8 2.3 1.9 2.3 2.1 

GDP per capita – Purchasing power parities, Euro 

EA19 28,500 28,600 29,400 30,900 30,900 n.a. n.a. 

EU28 26,600 26,800 27,600 29,000 29,100 n.a. n.a. 

General government budget balance – % of GDP 

EA19 -3.6 -3.0 -2.6 -2.1 -1.5 -1.1 -0.9 

EU28 -4.2 -3.3 -3.0 -2.4 -1.7 -1.2 -1.1 

General government structural budget balance1 – % of potential GDP 

EA19 -2.0 -1.3 -1.0 -1.0 -0.9 -1.0 -1.1 

EU28 -2.6 -1.7 -1.7 -1.6 -1.3 -1.2 -1.3 

General government gross debt1,2 – % of GDP 

EA19 91.4 93.7 94.2 92.1 91.1 89.3 87.2 

EU28 85.2 87.3 88.2 86.1 84.8 83.5 81.6 

Interests paid on general government debt – % of GDP 

EA19 3.0 2.8 2.6 2.4 2.2 2.0 1.9 

EU28 2.9 2.7 2.5 2.3 2.1 2.0 1.9 

Inflation (HICP) – % change on previous year 

EA19 2.5 1.3 0.4 0.0 0.2 1.5 1.4 

EU28 2.6 1.5 0.5 0.0 0.3 1.7 1.7 

Unemployment – % of labour force 

EA19 11.4 12.0 11.6 10.9 10.0 9.1 8.5 

EU28 10.5 10.9 10.2 9.4 8.6 7.8 7.3 

Youth unemployment – % of labour force (15 – 24 years) 

EA19 23.6 24.4 23.8 22.4 20.9 n.a. n.a. 

EU28 23.3 23.7 22.2 20.3 18.7 n.a. n.a. 

Current-account balance3,4 – % of GDP 

EA19 1.9 2.4 2.6 3.2 3.3 3.0 3.0 

EU28 0.9 1.2 1.3 1.7 1.8 1.7 1.8 

Exports – % change on previous year 

EA19 2.5 2.1 4.7 6.4 3.3 4.5 4.4 

EU28 2.2 2.2 4.7 6.1 3.4 4.7 4.4 

Imports – % change on previous year 

EA19 -1.0 1.3 4.9 6.7 4.7 4.7 4.7 

EU28 -0.3 1.6 5.2 6.3 4.7 4.7 4.6 

Total investments – % change on previous year 

EA19 -3.4 -2.5 1.9 3.3 4.5 3.9 3.9 

EU28 -2.5 -1.5 3.0 3.5 3.4 3.8 3.7 

Total investments – % of GDP 

EA19 20.2 19.6 19.7 19.8 20.3 n.a. n.a. 

EU28 19.7 19.2 19.4 19.5 19.8 n.a. n.a. 

General government investments – % of GDP 

EA19 2.9 2.8 2.7 2.7(p) 2.5(p) 2.6 2.6 

EU28 3.1 2.9 2.9 2.9(p) 2.7(p) 2.7 2.8 

Total final consumption expenditure – % change on previous year  

EA19 -0.9 -0.4 0.8 1.7 2.0 1.8 1.7 

EU28 -0.4 0.0 1.2 1.9 2.2 2.0 1.8 

Households final consumption expenditure – % change on previous year 

EA19 -1.2 -0.8 0.8 1.8 2.0 n.a. n.a. 

EU28 -0.6 -0.1 1.2 2.1 2.4 n.a. n.a. 

Income Inequality (Gini Coefficient)  – Scale 0-100: 0 = total income equality; 100 = total income inequality 

EA19 30.5 30.7 31.0 30.8 30.7 n.a. n.a. 

EU28 30.5 30.5 30.9 31.0 30.7 n.a. n.a. 

Unit labour cost – nominal – % change on previous year 

EA19 2.0 1.1 0.7 0.4 0.8 0.9 1.2 

EU28 2.9 0.4 1.1 2.0 -1.2 1.2 1.5 

Source: Eurostat (unless otherwise stated), data extracted on 29/11/2017; (1) data from DG ECFIN - AMECO; 
(2) general government gross debt, non-consolidated for intergovernmental loans; (3) current account balance, 
non-adjusted; (4) data from the Commission Autumn 2017 forecast; (f) data from DG ECFIN - AMECO. 
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This annex provides an overview of the Eurogroup's actions as regards follow-up and implementation of 
the 2017 Council recommendations on the economic policy of the euro are as of 2 December 2017.  

2016 Council Recommendations 
2017 Council Recommendations 

Policy actions taken by the Eurogroup 

Structural reforms 

EA 2016 CSR 1: Pursue policies that support the 
recovery, foster convergence, facilitate the 
correction of macroeconomic imbalances and 
improve adjustment capacity. To this end, 
Member States, particularly those with large 
stocks of private and foreign debt, are to 
implement reforms that enhance productivity, 
foster job creation, raise competitiveness and 
improve the business environment. Member 
States with large current account surpluses are 
to implement as a priority measures, including 
structural reforms, that help strengthen their 
domestic demand and growth potential. 

EA 2017 CSR 1: Pursue policies that support 
sustainable and inclusive growth in the short 
and the long term, and improve adjustment 
capacity, rebalancing and convergence. 
Prioritise reforms that increase productivity, 
improve the institutional and business 
environment, remove bottlenecks to 
investment, and support job creation. Member 
States with current account deficits or high 
external debt should raise productivity while 
containing unit labour costs. Member States 
with large current account surpluses should 
implement, as a priority, measures, including 
structural reforms and fostering investment, 
that help to strengthen their domestic demand 
and growth potential. 

On 11 July 2016, the Eurogroup held a broad discussion on how 
to address structural and regulatory obstacles to investment, 
both on the public and private side. On the public side, the 
discussion focused on the criteria for the investment clause, 
some statistical issues on how to deal with investments from 
public budgets. And on the private side it focused,  on the basis 
of a Commission’s paper, on a couple of areas where work 
should be done to improve the efficiency of public 
administration, the business environment, and sector-specific 
burdens that hinder further private investments. This discussion 
was complementary to broader, EU-wide initiatives to boost 
investment. Reviving investment is of particular importance to 
raise the short and long-term growth prospects of the euro area 
economy.  

On 20 February 2017, the Eurogroup exchanged views on the 
"ease of doing business" in the euro area. Ministers shared 
national best practices for creating favourable conditions for 
doing business, which has a significant influence on the 
economy's growth potential. The discussion focused on matters 
such as efficiency of public services as well as administrative and 
regulatory burden. The outcome of the discussion will serve as 
a background to the Eurogroup's discussion on investment in 
April this year. 

On 7 April 2017, the Eurogroup continued its discussion on 
promoting investment, which it started in July 2016, and 
adopted a statement setting out common principles to guide 
national policies in this area. These principles concern, in 
general terms: (1) promoting private investment; (2) prioritising 
productivity-enhancing public investment and (3) developing 
market-based sources of finance, broadening the sources of 
finance throughout the Eurozone. 

EA 2016 CSR 2: Implement reforms that 
combine: (i) flexible and reliable labour 
contracts that promote smooth labour market 
transitions and avoid a two-tier labour market; 
(ii) comprehensive lifelong learning strategies; 
(iii) effective policies to help the unemployed 
re-enter the labour market; (iv) adequate and 
sustainable social protection systems that 
contribute effectively and efficiently throughout 
the life cycle both to social inclusion and labour 
market integration; and (v) open and 
competitive product and services markets. 
Reduce the tax wedge on labour, particularly on 

On 20 March 2017, the Eurogroup discussed and agreed on a 
framework for benchmarking the sustainability of pension 
systems: benchmarking against the best performers of the euro 
area based on a set of indicators and best national practices in 
order to provide a comprehensive and balanced view, and take 
account of country specificities.  The ministers agreed to 
conduct this benchmarking exercise every three years, starting 
in 2018, within the context of existing processes and 
surveillance mechanisms, in particular the Ageing Reports and 
the assessment of the Stability Programmes. 

On 15 September 2017, Ministers exchanged views on how to 
increase economic resilience in the EMU. They identified a 
number of policy areas, where improvements could lead to 
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low-earners, in a budgetary-neutral way to 
foster job creation. 

EA 2017 CSR 3: Implement reforms that 
promote competitiveness, job creation, job 
quality, resilience and economic and social 
convergence, underpinned by an effective 
social dialogue. They should combine: (i) 
reliable labour contracts which provide 
flexibility and security for employees and 
employers; (ii) quality and efficient education 
and training systems and comprehensive 
lifelong learning strategies targeted at labour 
market needs; (iii) effective active labour 
market policies to support labour market 
participation; (iv) modern, sustainable and 
adequate social protection systems that 
contribute effectively and efficiently throughout 
the life cycle to social inclusion and labour 
market integration. Shift taxes away from 
labour, particularly for low-income earners and 
in Member States where cost competitiveness 
lags behind the euro area average, and make 
that tax shift budget-neutral in countries 
without the fiscal room for manoeuvre.  

increased economic resilience. These include the need for the 
diversification of the economy, the flexibility of labour and 
product markets, taxation incentives for investment, quality of 
institutions, and other areas. Ministers also discussed “what is 
the responsibility of member states and what is the 
responsibility of the monetary union or the European Union, 
and I think reducing vulnerability”, the President of the 
Eurogroup, Jeroen Dijsselbloem said. He also added “there are 3 
aspects regarding resilience. First of all, of course, how we can 
make sure that we are less vulnerable to economic shocks. 
Secondly, how we can increase the absorption capacity. So this 
is how when the economic shock occurs, how it is being dealt 
with, absorbed, by institutions, by markets, by households, by 
companies. And thirdly, about enabling a faster economic 
recovery after a shock. And that, of course, is one of the lessons 
learnt from the crisis. We were much too slow in absorbing the 
shocks. We weren't ready and fit to absorb the shocks, neither 
on the private nor on the public side, and it took a very long time 
to recover. Certainly, if you compare for example to how the US 
recovered from the crisis. So the three phases: reducing 
vulnerability before the shocks, absorption of the shock when it 
occurs, and having a fast recovery after the shock.“ This initial 
discussion will guide the Eurogroup's more concrete thematic 
discussions on growth and jobs in the future. 

Economic resilience refers to a country's ability to prevent and 
address economic shocks. It is particularly important for the 
euro area, where countries share a single currency and are 
highly interdependent, and where a lack of economic resilience 
in one country may rapidly lead to serious consequences in 
other euro area economies. 

On 9 October 2017, Ministers exchanged views on and shared 
national best practices in financing labour tax cuts (in 
particular, Austria, Belgium and France shared the progress they 
have made on this topic). The Eurogroup is expected to discuss 
the subject again later this year, in the context of its annual 
review of euro area member states' 2018 draft budgetary plans. 

Reducing the tax burden on labour has been recommended to 
the euro area in the context of the European Semester, the EU's 
annual policy coordination process. The tax wedge on labour in 
the euro area is among the highest in the world, and reducing it 
could contribute to economic growth and job creation. How to 
finance labour tax cuts is therefore an important question, as 
labour tax constitutes a significant share of government 
revenues in a number of euro area countries. 

On 6 November 2017, meeting in euro area format, Ministers 
exchanged national practices related to public investment in 
human capital and, more concretely, efficient spending on 
education systems. Ministers are expected to continue the 
debate in early 2018.  

On 4 December 2017, meeting in euro area format, Ministers 
continued their discussion on how to further reduce the tax 
wedge on labour as a means to enhance economic growth. They 
evaluated progress towards the benchmark agreed in 2015 by 
looking into the measures foreseen in the 2018 DBPs of the euro 
area Member States. 
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Public finances 

EA 2016 CSR 3: Pursue fiscal policies in full 
respect of the SGP. For 2016, the objective of a 
broadly neutral aggregate fiscal stance in the 
euro area appears appropriate in order to reflect 
a balance between long-term fiscal 
sustainability and short-term macroeconomic 
stabilisation. Looking towards 2017, reduce 
public debt to restore fiscal buffers and avoid 
pro-cyclicality. Differentiate the fiscal effort by 
individual Member States, in line with their 
respective positions with regard to the 
requirements under the SGP while considering 
stabilisation needs, as well as taking into 
account possible spillovers across euro area 
Member States. To this end, review the euro 
area fiscal stance in the context of the stability 
programmes and the draft budgetary plans. 

EA 2017 CSR 2: Aim for an appropriate balance 
in fiscal policies between the need to ensure 
sustainability and the need to support 
investment to strengthen the recovery, thereby 
contributing to an appropriate aggregate fiscal 
stance and a more balanced policy mix. Member 
States that, according to the Commission 
assessment, are at risk of not meeting their 
obligations under the SGP in 2017 should, on 
that basis, take, in a timely manner, additional 
measures to ensure compliance. Conversely, 
Member States that have outperformed their 
medium-term objectives are invited to continue 
to prioritise investments to boost potential 
growth while preserving the long-term 
sustainability of public finances. Member States 
that are projected to be broadly compliant with 
the SGP in 2017 should ensure compliance with 
the SGP within their national budgetary 
processes. Pursue fiscal policies in full respect of 
the SGP, while making the best use of the 
flexibility embedded within the existing rules. 
Overall, Member States should improve the 
composition of public finances by creating more 
room for tangible and intangible investment, 
and ensure the effective functioning of national 
fiscal frameworks. 

 

On 11 February 2016, the Eurogroup held a thematic discussion 
on the quality of public expenditure in the euro area. Ministers 
agreed that (1) it is important to make public spending more 
efficient to enhance the euro area's potential for economic 
growth and (2) to further discuss specific areas of public 
spending (investment, healthcare and ageing-related 
expenditure).  

At its meeting of 16 June 2016, the Eurogroup discussed the 
different policy instruments that can be used to improve the 
fiscal sustainability of pension systems in the euro area. In 
addition to the traditional parameters such as pension 
contributions and expenditure, the Eurogroup also discussed 
active labour market policies and reforms that could 
reinvigorate economic activity in a sustainable manner. It also 
looked into the best practices relating to automatic corrections 
of pension systems in response to increased longevity. The 
Eurogroup adopted a number of agreed principles that aim to 
increase the sustainability of the pension systems. It invited the 
European Commission to consider them in its surveillance 
processes and to explore the development of appropriate 
benchmarks on this basis. 

At the meeting of 11 July 2016, the Eurogroup discussed the 
euro area fiscal stance based on the national stability 
programmes submitted by the euro area member states in the 
context of the European Semester in April this year. The 
Eurogroup agreed that the aggregate fiscal stance in the euro 
area is expected to turn from mildly expansionary in 2016 to 
broadly neutral in 2017. The debate will feed into the member 
states' preparation of their budgetary plans for 2017 later in the 
year. 

On 9 September 2016, the Eurogroup exchanged views based on 
national experiences relating to the government spending 
reviews. Such reviews are conducted to assess the efficiency 
and effectiveness of public funds across different categories in a 
country's budget. The discussion aims at helping Member States 
achieve a more growth-friendly composition of their budgets. 
Based also on a Commission’s note, the Eurogroup adopted a 
statement outlining the common principles for improving 
expenditure allocation. 

At its meeting of 10 October 2016, the Eurogroup exchanged 
views on risks that expenditure on health care and long-term 
care may pose to the sustainability of public finances in the 
euro area in the coming decades. The aim of the discussion, 
based on a Commission’s report, was to share national best 
practices and lessons learned in this policy area, which usually 
accounts for a significant part of government expenditure. In 
particular, the Commission’s expenditure projections indicate 
substantial risks and financial challenges in health systems, 
looking at the horizon 2060. 

On 5 December 2016, the Eurogroup discussed the euro area 
Member States' draft budgetary plans for 2017. The discussion 
highlighted the Commission’s finding that eight countries have 
budgetary plans that are at risk of non-compliance with the 
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fiscal rules specified in the Stability and Growth Pact (SGP), and 
encouraged countries, including Italy, to take steps to ensure 
compliance. Ministers also discussed the budgetary situation 
and prospects for the euro as a whole, underlining the 
importance of striking the right balance between ensuring fiscal 
sustainability and supporting investment to strengthen the 
fragile recovery. The Eurogroup took note of the Commission 
Communication and analysis of the fiscal stance calling for a 
positive fiscal stance in the euro area. In this respect, Ministers 
recalled their position from July 2016 that the broadly neutral 
aggregate fiscal stance in 2017 strikes an appropriate balance, 
highlighting the considerable differences across member states 
in terms of fiscal space and budgetary consolidation needs, and 
the importance of a growth-friendly composition of budgetary 
measures. To ensure better coordination of national fiscal 
policies, the Eurogroup decided that the euro area Member 
States, with the exception of Greece, have to submit their draft 
budgetary plans for the Commission’s evaluation between 1 
and 15 October each year. 

On 26 January 2017, the Eurogroup discussed the updated draft 
budgetary plans for 2017 of Spain and Lithuania based on the 
COM’s opinions on these plans, published on 17 January. The 
Commission considered that Spain's plan was broadly compliant 
with the provisions of the SGP, whereas Lithuania's plan was at 
risk of non-compliance with the SGP. Ministers broadly agreed 
with the European Commission's opinions and took note of the 
Lithuanian authorities' request for flexible application of the SGP 
rules, which is permitted under certain conditions. 

On 20 March 2017, the Eurogroup assessed, in the light of the 
COM 2017 Winter Forecast, how the euro area member states 
are implementing their draft budgetary plans for 2017 and the 
commitments set out in the Eurogroup statements of 5 
December 2016 and 26 January 2017. The Eurogroup’s 
assessment did not significantly differ from the assessments 
made in December 2016 and in January 2017. 

On 15 June 2017, the Eurogroup further discussed the quality of 
public finances, including the practical implementation of the 
common principles to guide national spending reviews 
endorsed in September 2016. These spending reviews are to 
help governments detect areas where savings and efficiency 
gains could be made and where spending could bring greater 
value for money. This topic is particularly relevant to euro area 
member states given their current efforts to ensure fiscal 
responsibility and at the same time support growth. Further 
work will be carried out in this area, with a view to developing 
an exchange of best practices. 

On 10 July 2017, the Eurogroup discussed the euro area fiscal 
stance. There was consensus among institutions and Ministers 
that a broadly neutral fiscal stance would be appropriate for 
the euro area as a whole in 2018.  

On 4 December 2017, meeting in euro area format, the 
Eurogroup discussed and agreed with the Commission’s 
assessment of the 2018 draft budgetary plans (DBPs) of the 
euro area Member States. 
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Financial sector reforms 

EA 2016 CSR 4: Facilitate the gradual reduction 
of banks’ non-performing loans and improve 
insolvency proceedings for businesses and 
households. In Member States with large stocks 
of private debt, promote an orderly 
deleveraging, including by facilitating the 
resolution of unviable private debt. 

EA 2017 CSR 4: In line with the roadmap of June 
2016, continue work to complete the Banking 
Union with regard to risk reduction and risk 
sharing, including a European Deposit Insurance 
Scheme and making the common backstop for 
the Single Resolution Fund operational at the 
latest by the end of the Fund's transitional 
period. Devise and implement an effective euro-
area wide strategy to complement prudential 
supervisory action to address viability risks 
within the banking sector, including as regards 
the high level of non-performing loans, 
inefficient business models and overcapacity. In 
Member States with large stocks of private debt, 
promote orderly deleveraging. 

 

 

 

On 14 January 2016, the Eurogroup exchanged views on 
national insolvency frameworks and their application, which 
differ widely across Member States. Ministers agreed to 
establish a set of common principles and benchmarks to 
improve efficiency and effectiveness of these frameworks. 

At its meeting of 22 April 2016, the Eurogroup continued its 
exchange of views on national insolvency frameworks and their 
application, which differ widely in the euro area member states. 
The discussion was held in line with the 2015 and 2016 Council 
recommendations to the euro area, issued in the context of the 
European Semester, the EU's annual policy coordination 
exercise. Well-functioning insolvency frameworks are 
indispensable for addressing the debt overhang and improving 
banks' ability to provide credit to the economy. The issue is 
particularly relevant for the euro area, as its individual 
economies are prone to spillover effects. Ministers agreed on a 
set of common principles, which could serve as guidance for 
improving these national frameworks. The principles focus 
primarily on the speed, predictability and cost-effectiveness of 
the frameworks. 

On 7 November 2016, the Eurogroup discussed how to improve 
the effectiveness and efficiency of national insolvency 
frameworks. This discussion was a follow-up to its April 2016 
meeting, where it agreed on a list of principles to be applied. The 
Eurogroup will revert to this issue next year, awaiting findings 
from ongoing Commission initiatives to improve data availability 
in this area as well as a Commission’s legislative proposal. 

On 7 April 2017, the Chair of the ECB's Supervisory Board, 
Danièle Nouy, presented the ECB annual report on supervisory 
activities in 2016. The Board's priorities for 2017 include further 
convergence of national supervisory standards in the banking 
union, addressing the non-performing loans on banks' balance 
sheets, which remain problematic in some member states, and 
improving the profitability of banks and thus their ability to 
finance the economy. The Chair of the Single Resolution Board 
(SRB), Elke König, informed the Eurogroup of the SRB's 
activities, including the progress achieved in resolution planning 
and on banks' contributions to the single resolution fund. 

On 15 June 2017, the Eurogroup was informed by the Chair of 
the SRB, Elke König, and the Vice-Chair of the ECB Supervisory 
Board, Sabine Lautenschläger, together with the COM, of “the 
successful resolution of Banco Popular last week [7 June 2017] 
in line with the newly established resolution framework. The 
authorities involved in the resolution acted in a very swift 
manner, ensuring a continuation of core functions and with no 
resulting costs for the taxpayers, and this is very good news”, the 
President of the Eurogroup said. 

On 10 July 2017, the Eurogroup discussed insolvency 
frameworks in the euro area, focusing on the role they play in 
national supervisory practices relating to non-performing loans. 
The President of the Eurogroup, Jeroen Dijsselbloem, remarked 
that “there are still big differences [in national insolvency 
frameworks] which have again come forward in the Italian 
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cases. There is the topic of establishing sound buffers of bail-
inable capital, the MRELs. A very important topic is the hierarchy 
of creditors, getting a very clear creditor hierarchy in the 
eurozone area, and the proposals of the Commission are being 
pushed forward at this point. The topic of protecting retail 
investors: this was of course part of the legacy issues that had to 
be dealt with. The importance of having sound asset evaluation 
in the process of dealing with banks to allow also outside 
investors to participate. They are helped by maximum 
transparency on the quality of assets. So having an AQR, when 
possible, is also very important. And finally, all of this could be 
put on our agenda to finalise the banking union. Some of the 
elements we have mentioned, the lessons that we can learn, can 
be taken forward when we finalise the banking union. 
Inevitably, that requires both risk reduction and risk sharing.”  

At the meeting of 10 July 2017, Ministers were also informed by 
the European Central Bank Banking Supervision, the Single 
Resolution Board and the European Commission briefed the 
Eurogroup about recent topical developments in the banking 
sector, in particular in Italy (Banca Popolare di Vicenza and 
Veneto Banca). The President of the Eurogroup, Jeroen 
Dijsselbloem, pointed out that “the coordination between the 
institutions involved was efficient and that experience is being 
built-up as we go along. We are still in the early days of actually 
putting to work the new resolution frameworks. Clearly, to put 
emphasis first of all on the positive sides, we welcomed the 
ongoing work with the banks. The ongoing positive restructuring 
of banks having to deal with legacy issues in different banks 
makes it more complex and more challenging. Each case is 
different and has to be assessed individually. We welcomed the 
information provided by the institutions on the confirmation by 
the institutions that all decisions were taken in full respect of the 
European legal framework. However, there is still work to do 
and lessons to be learnt in terms of possible policy implications. 
The recent cases have raised a number of issues today, and 
there may be other areas for improvement and fine-tuning, 
including the need to ensure consistency. ... The institutions 
have also said that, later on, they will perform a post-mortem 
analysis of these resolution cases, in more details, and the 
Commission will review the BRRD in 2018.” 

On 6 November 2017, meeting in euro area format, Ministers 
The Chair of the European Central Bank's Supervisory Board, 
Danièle Nouy, gave an overview of the recent supervisory work 
and highlighted the recent addendum to the March 2017 ECB 
guidance to banks on non-performing loans (NPLs), possible 
risks related to Brexit, and other key activities, such as 
supervisory stress tests. The Chair of the Single Resolution Board 
(SRB), Elke König, informed the Eurogroup about the SRB's 
activities over the past months: progress on resolution planning 
and priorities in this area, implementation of the minimum 
requirements for own funds and eligible liabilities (MREL) and 
the status of the building-up of the single resolution fund (SRF). 

On 6 November 2017, meeting in inclusive format, the Ministers 
of 27 EU member states discussed possible steps towards the 
completion of the banking union. The Commission presented 
the main elements of its recent communication on this topic. 
The President of the Eurogroup, Jeroen Dijsselbloem, 
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acknowledged “We had an interesting debate. I think there was 
general agreement that it is useful to take stock of the exact 
work: where are we? what have been done, for example, when 
dealing with NPLs or other issues on risk reduction? And building 
up on the roadmap that we already have, to be more precise 
on what is then the next step, what more do we require in 
terms of risk reduction and how does that click into the next 
step on risk sharing. And that is the work that we will have to 
do: make more precision on how the process will continue from 
here on using that roadmap from 2016.” 

Institutional reforms 

EA 2016 CSR 5: Work towards completing EMU 
in an open and transparent manner, while fully 
supporting the internal market, and further 
exploring the legal, economic and political 
aspects of the more long-term measures 
contained in the Five Presidents’ Report. 

EA 2017 CSR 5: Make progress on completing 
EMU, in full respect of the Union's internal 
market and in an open and transparent manner 
towards non-euro area Member States. Further 
advance the ongoing initiatives and work on the 
longer-term issues for EMU, taking due account 
of the Commission White Paper on the Future of 
Europe. 

 

 

On 9 November 2015, the Eurogroup held an initial exchange 
of views on the COM communication of 21 October 2015 and 
specifically on external representation of the euro area. 

At the Eurogroup meeting of 9 September 2016, the President 
of the EWG informed Ministers on the state of play of technical 
work on simplifying and increasing the predictability of SGP 
within the existing rules. Discussions focused on using the 
expenditure benchmark in both the preventive and corrective 
arm and specific proposals for consideration by Ministers could 
be expected towards the end of the year. More technical work 
is needed at the preparatory committee levels to address the 
volatility coming from output gap estimates. 

On 10 July 2017, Ministers held a general discussion on the 
further deepening of the EMU, against the background of the 
reflection paper published by the European Commission on this 
topic on 31 May 2017. The President of the Eurogroup, Jeroen 
Dijsselbloem, remarked that ministers talked about “the 
importance of convergence and what is needed to strengthen 
and speed up the process of convergence. Some elements are, 
of course, about finishing off what we have started. So this is 
about the banking union, the capital markets union, deepening 
the single market. Second strand: structural reforms. How we 
can get the incentives right to support and push the structural 
reform agenda in the different member states. That can be 
supported by investment instruments, by using the EU budget, 
using benchmarks, etc. We have also talked, which is sort of the 
second big issue, about creating long-term stability and shock-
absorption - of course, a number of proposals in the 
Commission's paper regarding the shock-absorption of our 
member states individually but also the Eurozone as a whole.”  

On 9 October 2017, the Eurogroup discussed the possible future 
roles and tasks of the European Stability Mechanism (ESM) in 
the context of the ongoing broader debate on the future of the 
EMU. This initial discussion focused on the ESM's possible role 
in crisis management and in relation to the banking union, as 
well as on how this possible new role would affect its 
governance structure and its place within the EMU setup. The 
President of the Eurogroup, Jeroen Dijsselbloem, pointed out 
that “it was a very good discussion. Among the member states, 
the ministers, there was quite a strong agreement on that we 
should work predominantly within the current legal 
framework, in the ESM treaty. ... Secondly, there was a strong 
positive sense about the work that the ESM has done. The ESM 
has now existed for five years and has been very effective, both 
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on the financing sides and in bringing in the money on both sides 
of the balance sheets so to speak. [...] I think everyone agreed 
that the ESM has a very strong role to play, not just in crisis 
management but possibly also in the prevention of the future 
crises. And, finally, there was quite a broad support in involving 
the ESM in providing a backstop to the single resolution fund. 
Of course, as you know, that's part of the roadmap for the 
banking union which outline number of actions that need to take 
place. I think next month we will discuss that whole agenda, that 
whole roadmap, but there seems to be a strong support for the 
ESM in the role of a backstop.” 

On 6 November 2017, meeting in inclusive format, Ministers 
exchanged views on the future of fiscal governance in the euro 
area, including issues related to fiscal rules and ideas for 
possible new euro area fiscal policy instruments. In this regard, 
the President of the Eurogroup, Jeroen Dijsselbloem, 
highlitghted that “Let's distinguish the current rules as we have 
them - are they efficient? are they effective? are they doing 
what they should do? - and the debate on the need for more 
fiscal instruments, a fiscal capacity or other ideas on that. First 
of all, it's good to establish the fact that we don't just have rules, 
we also have institutions that play an important part in fiscal 
policy, and we have markets that give off incentives that create 
outside pressure for politicians to do the right thing. But there 
immediately, there is a word of caution to be used: markets are 
not always rationale, they are not always well-informed, risks 
are not always priced in the right way, so we must not take 
guidance from the market but use them and enable them to be 
more effective in providing some outside pressure to us. 

On institutions, there was quite little discussion. Everyone fully 
acknowledges the fact that the Commission is the guardian of 
the Pact and needs to keep playing that role also in the future. I 
didn't hear any discussion on that. 

On the rules themselves, the returning issue is that they are 
complex, they are not predictable, they are sometimes not 
based on observable criteria. That makes it difficult for national 
ministers to design their budgets, to explain what happens to 
their electorates, and that is an issue that keeps coming back. 
On the other hand, we all know why the rules are complex: 
because we want to take into account all different circumstances 
that may arise and we have allowed for a number of flexibilities. 
This has also made the rules more complex. There is a trade-off 
between having simple rules and having rules that fit 
everyone. I think we have to be realistic there: when people say 
let's make rules much more simple, I am not sure that they 
want accept that they could also become much more harsh, in 
difficult circumstances. So that is a trade-off that we must 
realise. 

There was a general agreement that reducing debt levels 
would become more and more important, and is already if you 
realise that fiscal deficit in the eurozone is now less than 1,5% 
and will continue to go down, looking forward. So debt will 
become a bigger issue. Of course to the extent that we are more 
successful in reducing debt in our member states, national 
governments will also be able to absorb shocks better and that 
is very useful, for example in the case of an asymmetric shock. 
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That brings me to new instruments, such as the fiscal capacity. 
Lot of debate there still: about the function of it, what should 
it do? How can member states make use of it? What is the 
actual character of the instrument? Is it funding, is it financing, 
is it transfer, etc? So lots of debate there, but quite a large 
number of ministers feel that to complement our toolkit, a fiscal 
capacity as a stabilisation tool would be useful. So more work to 
be done there, but some convergence perhaps can be foreseen. 

As I said, all of those topics will come back next month. We will 
also return to the topic we discussed last month, which was the 
future of the ESM. So then we have the three blocks: future of 
the ESM, completing the banking union and fiscal policy, 
including possible instruments. We will bring those three 
together next month to prepare the Eurozone summit later on.” 

On 4 December 2017, meeting in inclusive format, Ministers 
continued their preparation of the Euro Summit meeting of 
15 December, which will discuss matters related to the 
deepening of the Economic and Monetary Union (EMU) and 
the completion of the Banking Union. Jeroen Dijsselbloem, the 
President of the Eurogroup said in his press remarks following 
the meeting that a possible way forward would be to come to 
an agreement on a roadmap for the deepening of the EMU, 
starting from the roadmap for the banking union already agreed 
in 2016, As to the structure of work, he said three elements need 
to be discussed, namely the completion of the Banking Union, 
fiscal issues and the role of the ESM: 

1)  Banking Union - developing deeper the existing roadmap, in 
particular being more precise on the specific steps that need 
to be taken in terms of risk reduction. This would unlock next 
steps in terms of risk sharing; 

2)  Fiscal/EU budget - two elements to be discussed: 

a) new fiscal instruments. - there is currently no broad 
agreement as to their purpose, size and design. Instruments 
from the EU budget or EU credit lines from the budget will 
have to be part, inevitably, of the multi-annual framework 
debate, which already will be complex, due to Brexit; 

b) the complexity and effectiveness of the current fiscal 
framework. In general terms, there seems to be an 
agreement this framework should be credible, effective and 
not so complex. However, Ministers have not succeeded to 
make progress on this issue. The President of the Eurogroup 
suggested a possible way forward could be to ask an 
independent experts’ working group to come forward with 
an advice; 

3)  Role of the ESM - the ESM could act as a backstop to the 
Single Resolution Fund (there seems to be a broad 
agreement on this issue within the Eurogroup, though a 
progress would need to be made first on the COM banking 
package and the issue of non-performing loans). There is also 
a broad agreement the ESM should have an important role 
in financing, designing and monitoring programmes together 
with the COM (a joint approach based on an agreement 
between the two institutions). 
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1. Pursue policies that support sustainable and inclusive growth in the short and 
the long term, and improve adjustment capacity, rebalancing and convergence. 
Prioritise reforms that increase productivity, improve the institutional and 
business environment, remove bottlenecks to investment, and support job 
creation. Member States with current account deficits or high external debt should 
raise productivity while containing unit labour costs. Member States with large 
current account surpluses should implement, as a priority, measures, including 
structural reforms and fostering investment, that help to strengthen their 
domestic demand and growth potential. 

1. Pursue policies that support sustainable and inclusive growth and improve 
resilience, rebalancing and convergence. Make significant progress towards 
completing the Single Market, particularly in services, including financial, digital 
commerce, energy and transport. Given the positive cyclical conditions, all 
Member States should prioritise reforms that increase productivity and growth 
potential, improve the institutional and business environment, remove 
bottlenecks to investment, support the creation of quality jobs and reduce 
inequality. Member States with current account deficits or high external debt 
should additionally aim at containing growth in unit labour costs. Member States 
with large current account surpluses should additionally promote wage growth 
and implement as a priority measures that foster investment, support domestic 
demand and facilitate rebalancing in the euro area. 

2. Aim for an appropriate balance in fiscal policies between the need to ensure 
sustainability and the need to support investment to strengthen the recovery, 
thereby contributing to an appropriate aggregate fiscal stance and a more 
balanced policy mix. Member States that, according to the Commission 
assessment, are at risk of not meeting their obligations under the SGP in 2017 
should, on that basis, take, in a timely manner, additional measures to ensure 
compliance. Conversely, Member States that have outperformed their medium-
term objectives are invited to continue to prioritise investments to boost potential 
growth while preserving the long-term sustainability of public finances. Member 
States that are projected to be broadly compliant with the SGP in 2017 should 
ensure compliance with the SGP within their national budgetary processes. Pursue 
fiscal policies in full respect of the SGP, while making the best use of the flexibility 
embedded within the existing rules. Overall, Member States should improve the 
composition of public finances by creating more room for tangible and intangible 
investment, and ensure the effective functioning of national fiscal frameworks. 

2. Aim at a broadly neutral fiscal stance at the aggregate level for the Euro Area 
and a balanced policy mix. Fiscal policies should strike the appropriate balance 
between ensuring the sustainability of public finances, in particular reducing debt 
ratios where they are high, and supporting the economic recovery. While ensuring 
the effective functioning of national fiscal frameworks, Member States should 
pursue fiscal policies in respect of the SGP and which support investment and 
improve the quality and composition of public finances, also by making use of 
spending reviews and adopting growth-friendly and fair tax structures. Member 
States should take and implement measures to reduce debt bias in taxation and 
fight aggressive tax planning to ensure a level playing field, provide fair treatment 
of taxpayers and safeguard public finances and stability within the euro area. This 
includes continuing work towards the Common Consolidated Corporate Tax Base 
(CCCTB). 

3. Implement reforms that promote competitiveness, job creation, job quality, 
resilience and economic and social convergence, underpinned by an effective 

3. Implement reforms that promote quality job creation, equal opportunities and 
access to labour market, fair working conditions, and support social protection 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0324(01)&from=EN
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social dialogue. They should combine: (i) reliable labour contracts which provide 
flexibility and security for employees and employers; (ii) quality and efficient 
education and training systems and comprehensive lifelong learning strategies 
targeted at labour market needs; (iii) effective active labour market policies to 
support labour market participation; (iv) modern, sustainable and adequate social 
protection systems that contribute effectively and efficiently throughout the life 
cycle to social inclusion and labour market integration. Shift taxes away from 
labour, particularly for low-income earners and in Member States where cost 
competitiveness lags behind the euro area average, and make that tax shift 
budget-neutral in countries without the fiscal room for manoeuvre. 

and inclusion. Reforms should aim at: (i) reliable and flexible labour contracts 
combined with adequate support during transitions and avoiding labour market 
segmentation; (ii) quality, efficient and life-long education and training systems, 
which aim at matching skills with labour market needs; (iii) effective active labour 
market policies that foster labour market participation; (iv) sustainable and 
adequate social protection systems that respond to new types of employment 
and employment relationships; (v) smooth labour mobility across jobs, sectors 
and locations; (vi) effective social dialogue and wage bargaining at the 
appropriate level; (vii) shifting taxes away from labour, particularly for low-
income and second earners. 

4. In line with the roadmap of June 2016, continue work to complete the Banking 
Union with regard to risk reduction and risk sharing, including a European Deposit 
Insurance Scheme and making the common backstop for the Single Resolution 
Fund operational at the latest by the end of the Fund's transitional period. Devise 
and implement an effective euro-area wide strategy to complement prudential 
supervisory action to address viability risks within the banking sector, including 
as regards the high level of non-performing loans, inefficient business models 
and overcapacity. In Member States with large stocks of private debt, promote 
orderly deleveraging. 

4. In line with the Council (ECOFIN) roadmap of June 2016, continue work to 
complete the Banking Union with regard to risk reduction and risk sharing, 
including a European Deposit Insurance Scheme, making the common backstop for 
the Single Resolution Fund operational and strengthening the European 
supervisory framework to prevent the accumulation of risks. Take measures to 
tangibly accelerate reduction of the levels of non-performing loans on the basis 
of the agreed Council (ECOFIN) Action Plan and promote orderly deleveraging in 
Member States with large stocks of private debt. Enhance the integration and 
development of EU capital markets to support growth in the real economy while 
safeguarding financial market stability. 

5. Make progress on completing EMU, in full respect of the Union's internal 
market and in an open and transparent manner towards non-euro area Member 
States. Further advance the ongoing initiatives and work on the longer-term issues 
for EMU, taking due account of the Commission White Paper on the Future of 
Europe. 

5. Make swift progress on completing the economic and monetary union, notably 
on the basis of the Commission initiatives launched in autumn 2017, in full respect 
of the Union’s internal market and in an open and transparent manner towards 
non-euro area Member States. 



 
 

 

Sources: Eurostat and IMF staff estimates and projections.  
Notes: (1) General Government Consolidated Gross Debt, code GD, Eurostat; (2) Interest payable, code D41, Eurostat; 
(3) Gross financing needs are defined as the projected overall deficit and maturing government debt in 2017; for more 
details on the assumptions, see note 1 in Table A23 of the IMF’s April 2017 Fiscal Monitor. 

Member 

State 

Debt/GDP1 Interest Expenditure/GDP2 
Expected 

GFN/GDP3  

2007 2016 Variation 2007 2016 Variation 2017 

EL 103.1 180.8 +77.7 4.5 3.2 -1.3 n.a. 

ES 35.6 99.0 +63.4 1.6 2.8 +1.2 17.8 

PT 68.4 130.1 +61.7 2.9 4.2 +1.3 12.0 

SI 22.8 78.5 +55.7 1.2 3.0 +1.8 8.1 

CY 53.5 107.1 +53.6 2.8 2.6 -0.2 n.a. 

IE 23.9 72.8 +48.9 1.0 2.2 +1.2 5.8 

LV 8.0 40.6 +32.6 0.4 1.0 +0.6 n.a. 

FR 64.3 96.5 +32.2 2.6 1.9 -0.7 13.2 

IT 99.8 132.0 +32.2 4.8 4.0 -0.8 16.5 

FI 34.0 63.1 +29.1 1.4 1.1 -0.3 7.8 

LT 15.9 40.1 +24.2 0.7 1.3 +0.6 5.6 

EA19 64.9 88.9 +24.0 2.9 2.2 -0.7 n.a. 

SK 30.1 51.8 +21.7 1.4 1.6 +0.2 9.2 

NL 42.7 61.8 +19.1 2.0 1.1 -0.9 5.6 

AT 64.7 83.6 +18.9 3.1 2.1 -1.0 4.9 

BE 87.0 105.7 +18.7 4.0 2.9 -1.1 17.5 

LU 7.7 20.8 +13.1 0.3 0.3 +0.0 n.a. 

EE 3.7 9.4 +5.7 0.2 0.1 -0.1 n.a. 

DE 63.7 68.1 +4.4 2.7 1.3 -1.4 2.7 

MT 62.3 57.6 -4.7 3.5 2.2 -1.3 6.4 

http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-416336_QID_49A9229E_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;UNIT,L,Z,0;SECTOR,L,Z,1;NA_ITEM,L,Z,2;INDICATORS,C,Z,3;&zSelection=DS-416336NA_ITEM,GD;DS-416336INDICATORS,OBS_FLAG;DS-416336UNIT,PC_GDP;DS-416336SECTOR,S13;&rankName1=UNIT_1_2_-1_2&rankName2=SECTOR_1_2_-1_2&rankName3=INDICATORS_1_2_-1_2&rankName4=NA-ITEM_1_2_-1_2&rankName5=TIME_1_0_0_0&rankName6=GEO_1_0_0_1&sortR=ASC_-1_FIRST&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
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 External imbalances and competitiveness Internal imbalances Employment Indicators 

Year 
2016 

Current 
Account 
Balance 

% of GDP 
3 year average 

Net 
International 
Investment 

Position 
% of GDP 

Real Effective 
Exchange Rate 

with HICP 
deflator 
3 year % 
change 

Export Market 
Shares 
5 year 

% change 

Nominal ULC 
(2010=100) 

3 year % 
change 

House Prices 
index deflated 

1 year % 
change 

Private Sector 
Credit Flow 

% of GDP 

Private Sector 
Debt, 

consolidated 
% of GDP 

General 
Government 
Gross Debt 
% of GDP 

Unemploymen
t rate 

3 year average 

Total Financial 
Sector 

Liabilities, non-
consolidated 

1 year % 
change 

Activity rate  
% of total pop. 

aged 15-64 
3 year change 

Long term 
unemployment 

rate  
% of active pop. 

aged 15-74 
3 year change 

Youth 
unemployment 

rate  
% of active pop. 

aged 15-24 
3 year change 

Thresholds -4/+6% -35% ±5% (EA) -6% +9% (EA) +6% 14% 133% 60% 10% 16.5% -0.2% 0.5% 2% 

BE -0.3 51.2 -0.4 -2.3 -0.6 1.0 13.3 190.1 105.7 8.3 1.2 0.1 0.1 -3.6 

DE 8.1 54.4 -2.6 2.8 5.2 5.4 3.8 99.3 68.1 4.6 5.2 0.3 -0.6 -0.7 

EE 1.4 -37.1 4.5 -0.7 13.4 3.8 5.9 115.4 9.4 6.8 7.2 2.4 -1.7 -5.3 

IE 5.5 -176.2 -6.6 59.8 -20.5 6.6 -19.0 278.1 72.8 9.5 2.5 0.7 -3.6 -9.6 

EL -1.0 -139.4 -3.9 -19.0 -3.3 -2.0 -1.7 124.7 180.8 25.0 -16.6 0.7 -1.5 -11.0 

ES 1.4 -83.9 -4.3 2.2 0.4 4.7 -1.0 146.7 99.0 22.1 0.9 -0.1 -3.5 -11.1 

FR -0.7 -15.7 -3.1 -2.4 1.4 1.0 6.2 146.9 96.5 10.3 4.3 0.7 0.2 -0.3 

IT 2.1 -9.8 -3.4 -2.8 1.9 -0.8 0.6 113.6 132.0 12.1 3.2 1.5 -0.2 -2.2 

CY -3.6 -127.8 -6.5 -3.0 -6.2 1.6 10.2 344.6 107.1 14.7 0.7 -0.2 -0.3 -9.8 

LV -0.3 -58.9 4.9 9.2 16.5 7.4 0.3 88.3 40.6 10.1 5.8 2.3 -1.7 -5.9 

LT -0.3 -43.2 5.4 5.4 14.7 4.5 4.3 56.2 40.1 9.2 16.3 3.1 -2.1 -7.4 

LU 5.0 34.7 -1.5 26.2 2.5 5.9 1.5 343.6 20.8 6.3 7.5 0.1 0.4 2.2 

MT 6.7 47.6 -2.5 8.7 -0.1 4.8 11.1 128.4 57.6 5.3 1.7 4.1 -1.0 -2.0 

NL 8.8 69.1 -2.3 0.1 -1.1 4.4 1.5 221.5 61.8 6.8 5.3 0.3 0.0 -2.4 

AT 2.2 5.6 1.0 -4.0 5.8 7.2 3.2 124.0 83.6 5.8 -2.4 0.7 0.6 1.5 

PT 0.3 -104.7 -1.9 5.8 0.9 6.1 -2.2 171.4 130.1 12.6 -0.2 0.7 -3.1 -9.9 

SI 5.1 -36.9 -0.5 4.0 0.7 3.6 -0.8 80.5 78.5 8.9 3.2 1.1 -0.9 -6.4 

SK -0.7 -62.4 -1.6 7.3 3.5 7.0 9.2 94.7 51.8 11.5 8.5 2.0 -4.2 -11.5 

FI -1.2 -2.3 0.5 -14.1 2.1 -0.3 2.2 149.3 63.1 9.0 4.5 0.7 0.6 0.2 

Source: Eurostat. Grey boxes indicate values outside the threshold. Data as of 13 November 2017 (they may differ from the data published in the 2017 AMR). 

http://ec.europa.eu/eurostat/web/macroeconomic-imbalances-procedure/indicators
https://ec.europa.eu/info/sites/info/files/2017-european-semester-alert-mechanism-report_en_0.pdf


 
 

This annex provides a summary of two external papers which asses achievements under the European Semester 
and suggest possible ways forward for its improvement. 

Xavier Ragot (OFCE and SciencesPo-CNRS) acknowledges in his paper that the improvement of the European 
Semester is an on-going process. However, this process of annual coordination should focus more on macro-
economic policies with potentially strong spill-overs, which can only be addressed at the European level. 
Among these, one can identify diverging nominal trends and deflationary pressures at the euro area level, an 
inadequate fiscal stance, and unsustainable current account imbalances. To address these issues, he puts 
forward seven specific suggestions on how to further improve the current economic coordination and 
surveillance process: 

1. Request National Productivity Boards (NPBs) to focus more on nominal trends across tradable and non-
tradable sectors and on the labour markets; 

2. Based on the inputs of NPBs and the Commission, define a nominal wage stance in the euro area 
consistent with the European Central Bank inflation target. Use this nominal stance to provide relevant 
Country Specific Recommendations (CSRs); 

3. Provide a hierarchy of CSRs based on a degree of spill-overs the requested reforms have onto other 
Member States; 

4. Systematically add CSRs about environmental issues and possibly energy policy, as these 
recommendations tackle issues with clear externalities;  

5. Add a temporal dimension to recommendations, with a possible medium-run time horizon, distinguishing 
between intermediate steps and final goals; 

6. Start the European Semester with an assessment of the European economic situation on key aspects: 
Fiscal aspects (fiscal sustainability and fiscal stance), social aspects, financial aspects (based on current 
account imbalances) and nominal aspects (nominal and wage stance);  

7. To improve democratic debate, a systematic communication on CSRs with externalities would 
considerably ease national ownership. The Commission has to be heard by national parliaments to 
discuss potential European externalities, while the European parliament should scrutinize the 
assessment by the Commission of these policies with strong externalities. 
 

Cinzia Alcidi and Daniel Gros (Centre for European Policy Studies) argue in their paper that the emphasis of 
the European Semester should shift from economic policy coordination – intended as the process through 
which Member States commit to common rules and recommendations adopted by the Council of the 
European Union under the surveillance of the Commission – to a stronger national ownership. Coordination 
of national policies may be essential at times of crisis, when cross-country spillover effects tend to be large, 
but it may not be very effective when economic conditions return to normal, as spillovers tend to be small 
and the incentives for governments to coordinate lessen.  

Stronger national ownership should lead to better enforcement of commonly agreed rules, regardless of 
economic conditions and should take away the perception that rules are hierarchically imposed. National 
ownership could be improved by involving the national fiscal councils and the national productivity boards 
explicitly in the elaboration of EU recommendations for national governments. This should be done without 
increasing the complexity of an already complicated EU governance system of governance or damaging their 
reputation as independent bodies.  

Reforms aiming to improve the structural functioning of the EU’s economies are of critical importance for 
Member States, yet the reasons why specific reforms should be embedded in the Semester are not always 
clear. Moreover, strengthening the Semester by further linking the EU budget to reforms undertaken in the 
Member States appears to be an appealing idea in theory but is very difficult to put into practice. Reforms 
cannot be ‘bought’ as such and it would be extremely difficult to measure the implementation of the CSRs 
precisely enough to make implementation a condition for funds.  

The role of the Commission should remain predominant in fostering coordination in case of economic crisis 
and in providing technical support for reforms whenever needed.  

http://www.europarl.europa.eu/RegData/etudes/ATAG/2017/614484/IPOL_ATA(2017)614484_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602113/IPOL_IDA(2017)602113_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602114/IPOL_IDA(2017)602114_EN.pdf


This annex presents a summary of two papers requested in June 2017 by the ECON Committee to external 
authors on “Feasibility check: transition to a new regime for banks’ sovereign exposure”.  

Feasibility Check: Transition to a New Regime for Bank Sovereign Exposure?  
Yannik M. Schneider (University of Mannheim) and Sascha Steffen (Frankfurt School of Finance & 
Management) 

In their paper, Schneider and Steffen claim that excessive sovereign debt exposures of banks contributed to 
the gravity of the financial and sovereign debt crisis in 2011 and 2012, as well as to the slow and asymmetric 
recovery of European countries. The papers shows, on the basis of simulations on a sample of European 
banks, that the EU banking sector would still be heavily affected if shocks to sovereign market happened. The 
study then presents seven policy proposals dealing with the treatment of sovereigns, and quantitatively 
assesses their impact on banks’ balance sheets for five of them.  

The authors identify four criteria that a new regime for banks’ sovereign exposures should fulfil: (1) attenuate 
the home bias to the domestic sovereign, (2) break the doom loop, (3) avoid a flight-to-quality of assets, and 
(4) mitigate risk spillovers. They show that none of the proposals would fulfil all four criteria, in the absence 
of a safe asset. They conclude that a new regime for bank sovereign exposure should therefore be conditional 
on guaranteeing the value of sovereign bonds as a safe asset. 

Sovereign Concentration Charges: A New Regime for Banks’ Sovereign Exposures  
Nicolas Véron (Bruegel & Peterson Institute for International Economics) 

In his paper, N. Veron claims that achieving the aim of Europe’s banking union project, i.e. to break the vicious 
circle between banks and sovereigns, requires new policy initiatives. In his opinion, the most direct bank-
sovereign linkages are national deposit insurance and concentrated domestic sovereign exposures. Thus, 
simultaneously with a European Deposit Insurance Scheme (EDIS) proposed by the European Commission in 
2015, the European Union should introduce regulatory disincentives against highly concentrated sovereign 
exposures of euro area banks.  

The paper makes a concrete proposal for a Sovereign Concentration Charges Regulation (SCCR), including its 
calibration and careful transitional arrangements aimed at avoiding any disorderly market impact. According 
to the author, the SCCR and EDIS together could realistically receive political approval in 2018 and be fully 
implemented within a decade. 

http://www.europarl.europa.eu/RegData/etudes/ATAG/2017/614483/IPOL_ATA(2017)614483_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/602112/IPOL_STU(2017)602112_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/602112/IPOL_STU(2017)602112_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/602111/IPOL_STU(2017)602111_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2017/602111/IPOL_STU(2017)602111_EN.pdf


This annex provides a summary of three external papers requested by the ECON Committee on whether, and 
if so how, the competences of the ESM should be expanded in the direction of those recognised internationally 
to the IMF, for the ESM to become the European Monetary Fund (EFM). 

Charles Wyplosz (The Graduate Institute, Geneva) argues in his paper that the evolution of the ESM into the 
EMF is neither necessary nor desirable.  

After analysing some historical experiences, he notes that the ultimate goal of an EMF (like of the IMF) should 
be to avoid debt crises, which requires achieving fiscal policy discipline and prevent financial sector’s stress 
that may lead governments to borrow heavily.  In the EU, the Stability and Growth Pact was established with 
this scope, but repeatedly failed. Nevertheless, the setup of an EMF would not make the Pact more effective, 
but on the contrary would make it weaker. The EMF would be an institution created to bail countries out, 
and by dismissing the no-bail out clause, it would create moral hazard. The IMF deals with moral hazard 
issues as well, but in a smaller measure, as closely-knit countries like the euro area ones would have large 
looming conflicts of interests. 

Furthermore, the EMF would have surveillance and analytical tasks that are currently carried out by the 
Commission (fiscal and macro-economic aspects) and the Eurosystem (financial supervision). If these tasks 
were duplicated, then this would imply a waste of resources. If these tasks were transferred, then governance 
and accountability features would need to be dealt with. 

In the end, the only reason to have a EMF when the world already has the IMF is that the IMF’s resources are 
insufficient to deal with a major crisis that affects developed countries deeply integrated (especially 
financially, as the crisis would become contagious). A possible solution, already put in practice, is for the IMF 
to design and implement country programmes, and to collect fund from friendly - typically neighbours - 
countries. 

Daniel Gross (CEPS) points out in his paper that the ESM already acts to a large extent as a ‘European 
Monetary Fund’ insofar it provides the backstop for sovereigns, even without a financial contribution from 
the IMF. However, he consideres that other tasks performed by the IMF, namely surveillance and policy 
coordination, should remain with the Commission, the Eurogroup and other existing bodies. He also points 
out that the existing differences between the ESM and the IMF (rationale for lending, decision-making, 
staffing and the role played by the staff in operations) are likely to persist as (1) the fiscal risks from ESM 
operations are an order of magnitude larger than those of IMF lending, and (2) ESM financing can represent 
a much larger share of the overall financing needs of a country than IMF credits.  

Based on this assessment, the author advocates for two substantive changes to the ESM, namely: (1) no 
further IMF co-financing, as opposed to technical advice, should be solicited in future ESM programmes and 
(2) Euro Area Member States should pool their IMF quotas in the ESM, which would represent the entire 
euro area at the IMF. In addition, once the Single Resolution Fund (SRF) is fully established, the direct 
recapitalisation instrument of the ESM would no longer be needed (the ESM would instead provide a back-
up directly to the SRF).  Finally, the ESM should be brought into the Treaty in the long run. 

To conclude, Gros argues that any evolution in the funcitoning of the ESM should aim at enhancing flexibility 
and clartiy of its overall mandate (financial stability), rather than revising the details of the rescue mechanism 
(which should be extended to the SRF) and its modus operandi. Moreover, the ESM could be seen as the 
nucleus of a euro area fiscal instrument for financial stability, which could later be used to bundle the euro 
area’s contribution to global financial stability via the IMF. The balance between providing a back-up to 
national governments, or to common euro area institutions (such as the SRF or a future deposit insurance 
system) is likely to change over time and in ways that are difficult to anticipate. 

http://www.europarl.europa.eu/RegData/etudes/ATAG/2017/602102/IPOL_ATA(2017)602102_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602076/IPOL_IDA(2017)602076_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602076/IPOL_IDA(2017)602076_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602075/IPOL_IDA(2017)602075_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602075/IPOL_IDA(2017)602075_EN.pdf


Jonathan Rodden (Stanford University) provides an overview of the mechanisms of inter-regional insurance 
and redistribution.  In the United States, inter-regional fiscal stabilization is achieved through a progressive 
income tax. Contrary to common opinion, federal direct expenditures and grants are targeted neither to 
states suffering from short-term asymmetric negative shocks, nor to relatively poor states in the long term. 
Fiscal policies of state and local governments are highly pro-cyclical, and partially undermine the stabilizing 
role of the system of federal taxes and transfers. If Eurozone reformers look at the United States and other 
federations as they seek to craft a more sustainable architecture for the Euro, they should focus more on 
related issues of moral hazard and fiscal discipline. However, the U.S. experience suggests a number of design 
challenges facing any future Eurozone stabilization mechanism.  

The paper also places proposals for even stronger top-down surveillance and correction mechanisms of 
Eurozone member states’ fiscal policies in comparative perspective, arguing that such powers are not found 
in unions of sovereigns like the United States, Canada, and Switzerland. Moreover, there are reasons for 
concern about the credibility of such efforts in the Eurozone as currently structured.  

According to Rodden, unless political will can be found for extraordinary political and fiscal centralization, 
reformers should assume that Member States will continue as sovereigns, and hence will be disciplined (or not) 
by voters and credit markets rather than European regulators. Thus it might be useful to consider policies that 
would make the “no-bail out clause” credible. 

http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602077/IPOL_IDA(2017)602077_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2017/602077/IPOL_IDA(2017)602077_EN.pdf

