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Chair. – I welcome President Mário Centeno to the regular economic dialogue. In the past
legislative term, biannual economic dialogues between the President of the Eurogroup and the
Committee on Economic and Monetary Affairs (ECON) took place in the spring and in the
autumn each year. The last economic dialogue was held on 20 November 2018. Mr Centeno
also participated in the European parliamentary week in February this year. Unfortunately, there
was no occasion to have an economic dialogue in spring, including with regard to the election
break.

Today’s meeting will serve as an opportunity to debate the ongoing work of the Eurogroup as
regards the Council recommendation to the euro area as a whole, and implementation of 2019
country-specific recommendations. It will also give an opportunity to take stock of the ongoing
work on completing the Economic and Monetary Union, including the Banking Union.

Mr Centeno, you have the floor.

1-004-0000

Mário Centeno, President of the Eurogroup. – Madam Chair, honourable Members of the
Committee, ladies and gentlemen, it is a pleasure to be back at the Committee on Economic and
Monetary Affairs (ECON). This is my first appearance in the new legislature, so allow me to
start by congratulating you all on your election, and you, Madam, for your appointment as
Chair. I look forward to our fruitful exchanges of views today and in the months to come.

Today, I will first talk about the economic situation and the policy mix, and then will continue
with the deepening of the Economic and Monetary Union. I will conclude with a few words on
institutional matters.

The euro area can look back at over six years of positive growth, but economic activity started
slowing down last year. Our economies have been operating in an uncertain environment,
facing risks that are largely external and political. This means that we have been quite successful
at containing and repairing the sources of risk within the euro area over the past six years, but
we should not be complacent.

After adding more than 11 million jobs and six consecutive years of economic growth, we must
continue our reform process and make sure that it becomes more inclusive and improve on
distributional issues.
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It is not surprising that the existing uncertainty is taking a toll, especially on manufacturing.
The latest Commission forecast does not foresee any recession at the aggregate or individual
country level. The services sector and the labour market have been resilient, but the risk of
spillover cannot be ruled out.

While I see no reason to become alarmist, we need to act if we want to continue the recent
record of economic and labour market trends. Our regular exchange of views – nearly every
Eurogroup meeting – shows an emerging consensus that Member States should coordinate
closely in a downturn and avoid pro-cyclical fiscal policies. If there is a slump, we should not
revert to austerity that makes it worse. We should not make the same mistakes again. To avoid
it, pre-emptive action is needed.

Fiscal responses should be differentiated, taking into account each country’s leeway. Again, we
should not repeat past mistakes. Wherever possible, the fiscal stance should be more
accommodative, if downward risks materialise.

In our discussions, several Member States also identified reforms and investment in R&D and
on climate as a priority to boost potential growth and to face competition from other large
economic areas. To help achieve these goals, we need to create the adequate institutional
environment, so let me turn to the euro area reform, our longstanding project, where the
Eurogroup has been working intensively for almost two years now.

I will start with the Budgetary Instrument for Competitiveness and Convergence. The BICC –
as we call it – is arguably the most novel part of the EMU set-up. In June and October we agreed
on the main features of BICC and its financing elements. It is aimed at promoting
competitiveness and convergence. But it is short-sighted to take the BICC at face value. What
matters the most is not what the BICC is – not even what it can become, but rather what it
entails.

The BICC will strengthen our framework of economic coordination. The agreed allocation key
favours countries that have greater convergence and competitiveness needs, and rightly so; but
all countries, hence all citizens in the euro area, will benefit from it.

The BICC is not an instrument for stabilisation – it is not meant to be one. But the BICC will
bring our economies closer together and, in doing so, it will ease concerns about the need for
permanent transfers. In this sense, it will work to provide stability. As Mario Draghi put it in
his farewell speech a few weeks ago, no budget in history started with stabilisation. The BICC
is different from other instruments in the EU budget, namely for its increased flexibility and
specific governance arrangements. Funds will be steered towards projects that respond to the
yearly priorities of the euro area, and additionally a share of them will be distributed flexibly
between countries.

The BICC will also contribute to stabilise investment by allowing countries to reduce their
co-financing rate in times of crisis. Leaders will decide the BICC size in the context of the EU
budget discussions. It is fair to anticipate that in the initial stage it will be modest. The Finnish
Presidency has started the legislative work on two relevant regulations. There is widespread
support among countries to have a dedicated legal text for the BICC, separated from the Reform
Support Programme.

I hope the negotiations with the European Parliament can be concluded swiftly so that the
instrument becomes operational in 2021. I count of course on your support for this. As usual,
the final design will be a compromise, but that is the middle name of democracy, and this is the
house of European democracy so let’s work towards a compromise.
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Finally, I am convinced the introduction of the BICC will give us a reason to think about how
to structure and time our informal exchanges. I am open to discussing this with you in the near
future.

I will now say a few words about the other areas on which progress has been made and that will
strengthen the resilience of the EMU. First, the Eurogroup reached in June an agreement in
principle on a revised ESM Treaty. This will enable a broader and more effective use of the
ESM. More concretely, the revision makes precautionary instruments more accessible and gives
the ESM a stronger role in adjustment programmes, while also strengthening our crisis
prevention framework. Importantly, the ESM will also be providing the common backstop for
the Single Resolution Fund, which was a missing piece in the Banking Union. We are finalising
the relevant legal documents before we can start with the ratification of the revised ESM Treaty.
This process could last until the end of 2020.

Let me turn to the Banking Union. We have been doing important technical work on the
European Deposit Insurance Scheme (EDIS) to lay the ground for an agreement which – in my
view – is now within reach. We have decided to take a holistic approach and frame the EDIS
discussion as a fundamental piece of the puzzle of a broader perspective on a steady-state
banking union. In addition to deposit insurance, this would include measures to strengthen
resolution tools, foster the diversification of sovereign bond portfolios and reduce financial
fragmentation.

Last year the Eurogroup established a high-level working group composed of deputy finance
ministers to develop these individual topics. I am convinced we will only be able to make
progress bringing together all these elements to the table in a grand bargain where, again, a
spirit of compromise will prevail. In this regard, it was of the utmost importance the initiative
of Germany earlier this month, which led to a constructive discussion and a shift in the mood
on this topic in the Eurogroup.

I also expect fresh impetus from the new Commission, and of course from the new European
Parliament. We are now getting closer to a roadmap for starting political discussions on a
common deposit insurance and this is great news for Europe.

The ongoing work on the deepening of the EMU clearly demonstrates that the euro area
Member States choose the path of further and sensible integration. This is a reassuring sign at
a time when the support for European institutions, namely the euro, is at its highest values, but
populism is on the rise and international relations are more and more confrontational.

Taking steps to ensure euro area economic and financial sovereignty is increasingly urgent.
This is the single political answer to the endorsement of our citizens following the May
elections.

The Eurogroup has been paying increasing attention to the issue of transparency. In 2016, we
agreed to publish the Eurogroup’s agendas and its meeting documents, as well as our
conclusions, which we call summing-up letters.

I felt the time was right to take a few additional steps, while respecting the strict legal limits of
our institutional setting as an informal body. At my initiative, the Eurogroup agreed in
September, among other measures, to publish the meeting dates of the Eurogroup’s preparatory
body (EWG), to aim for more granular summing-up letters and to create an online repository
of meeting-related documents. We stand ready to review this policy going forward.

My final point concerns the issue of appointments of members to the ECB Executive Board.
This is an important issue. I am well aware of the European Parliament’s call for the Eurogroup
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or Council providing ‘shortlists’ of candidates, and I do understand the reasoning behind this
request.

The selection process is, as you know, clearly specified in the Treaty, and that includes the
involvement of the different institutions in a specific sequence. There is no scope nor legal
grounds for improvisation here.

On my part, I have chosen to be fully transparent about the candidacies that are put forward by
the euro area Member States. These are communicated shortly after the deadline for proposing
candidates closes.

I am also aware of the European Parliament having repeatedly stressed the importance of
improving the gender balance. I very much share this concern and point this out to finance
ministers each time I launch a call for candidates in the Eurogroup.

I am optimistic though that Member States will take the issue of gender balance very seriously
in future appointments. The cycle of ECB leadership goes in the direction of a more balanced
composition and I do hope that the European Parliament is able to acknowledge and encourage
this process that we all consider important to fulfil and strengthen in the future.

Thank you for your attention.

1-005-0000

Lídia Pereira (PPE). – Madam President, President of the Eurogroup, Europeans see the euro
as one of the major achievements of European integration. That is why it is important to finally
have the President of the Eurogroup appear before this Parliament, having long waited and
looked forward to hear him.

The slowdown in the world economy, instability in international trade and Brexit are all
competing challenges for our economies at a time when we are approaching a period of
economic slowdown. As the problems become apparent the need to find answers becomes
urgent.

We have a problem with public debt, with the size of the debt, but above all with the enormous
differences between the various euro area countries. While some countries have a debt-to-GDP
ratio well below 50%, others exceed 120%, as in the case of Portugal, or even 180%, as in that
of Greece.

At a time of economic downturn, these figures hinder the adoption of counter-cyclical policies
to stimulate the economy. If reforms are not undertaken when the wind is favourable, then there
is little room for manoeuvre in stormier times.

Thus, some countries like Estonia spent 0% of GDP on debt interest in 2018, while others, such
as Italy, Greece or Portugal, exceeded the 3% mark.

My first question is: how do you see these differences and the risk of them becoming
inequalities in terms of the instruments that we are negotiating for the long-awaited reform of
the euro area?

1-006-0000

Mário Centeno, President of the Eurogroup. – We do, indeed, have some very different
situations as regards the history of public finances in the countries of the euro area, and the
cumulative effects of these different histories over time are reflected in an indicator that is
public debt.
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That is why the treaties and the agreements we concluded identified, in relation to their medium-
term objectives, situations where Member States can, once they have attained these medium-
term objectives, let the automatic stabilisation mechanisms work during periods of economic
downturn.

The ultimate aim of the joint monitoring of budgetary policies in the euro area is that all Member
States should be able to achieve these medium-term objectives. It is a process in which we need
flexibility and something which I usually say is a very important ingredient and that is patience
by all concerned to see these processes through with the gradual approach that the economic
situation requires. These processes are necessarily long, given the differences which have built
up over time in the past and which we have to take due account of as part of the overall picture.

The truth is that today we are in a unique situation in historic terms. This is a time where, in the
last few years, not only has no country had an open excessive deficit procedure, but also one
where the differences in the fiscal positions of the euro countries are smaller than ever since
records for the national accounts of the fiscal positions of euro area countries began. This is
perhaps the best way to appreciate positively the process as a whole and this requires approaches
that can, and must, evolve. For this reason, political decision-makers today must look at
budgetary rules to find answers that fit this development which is not only very positive but
which is viewed very positively, not only within the euro area but outside the euro area.

To conclude, I would like to note that, whereas less than six or seven years ago the euro was on
the brink of collapse, this is also a reason why this is now entirely out of question because we
strengthened our institutions and because we all worked together.

1-007-0000

Jonás Fernández (S&D). – I would like to ask you about the agreement that the Eurogroup
reached last month on the budgetary instrument for convergence and competitiveness. My
question is twofold. First, I don’t see why we need a new intergovernmental agreement. If this
instrument is going to be part of the multiannual financial framework and therefore accountable
to this Parliament, then I just don’t understand the option of bringing forward an
intergovernmental agreement that once again distracts from the democratic accountability of
this new instrument, and what is more uses funding from the EU budget – that we oversee – for
external objectives laid down in an interinstitutional agreement which waters down
accountability to this Parliament.

And second, I find it hard to understand that, at times like these, the overall EU budget actually
has two functions. It brings convergence via the cohesion and structural funds, and at the same
time strives to improve the EU’s competitiveness via Horizon 2020 and other programmes. So
I don’t see the need to have an instrument which is part of the multiannual financial framework
– and therefore limited – in order to implement the same policies that are already being
implemented under the overall EU budget with a view to improving competitiveness and
convergence. Quite frankly I don’t think the eurozone needs to take funding away from the EU
as a whole in order to give it to the eurozone countries, with no stabilisation function included.
Because that is what the eurozone really needs. So in my view this instrument needs to contain
more stabilisation than it does at the moment, because we already have the overall budget of
the EU to bring about convergence and competitiveness.

1-008-0000

Mário Centeno, President of the Eurogroup. – The possibility of having an intergovernmental
agreement is to decide on the overall size of the budget and not specifically – and not really –
to avoid any sort of control by the institutions over the way the money will be spent or devoted
to policies.
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Actually, the two key words in my view that are most important to define the novelty of BICC
in the EMU will be this idea of governance and flexibility. It’s a new way of governance,
because it is intended to attach a financial pocket to the euro area recommendations, which is
something that we will work together in the context of the European semester and so far we
didn’t attach any financial dimension to those recommendations. And this is quite important to
the process of policy coordination for the euro area as a whole. We all aim at increasing the
international role of the euro, and believe me, that politically this is a key dimension for it to be
successful.

You mentioned a stabilisation function. You are probably right in the sense that we can evolve
towards such a dimension, but it really is not included in the context of this budgetary
instrument that we are designing.

To make us comfortable, at least longitudinally over time, I will mention to you, and again I
will be citing President Draghi on this, that this is the natural development of any budget or
budgetary instrument in the history of our public finance. So we must, of course, feel
comfortable with what we are designing today, understand the scope, dimension and what we
can achieve with it, and continue developing it, both financially and in terms of instruments in
the future.

1-009-0000

Luis Garicano (Renew). – This is a photo of the Governing Council of the European Central
Bank last week. You will see that the only woman sitting at the table is Ms Lagarde. There are
more women in the pictures on the wall than there are at the table. There is just one
representative of half of Europe’s population! We in the Renew Europe Group, and in the wider
European Parliament, find this absolutely unacceptable. This cannot be an empty gesture.
Appointing a woman to lead an institution comprising 22 men does not meet the requirement
for equality. There are many women who would be prepared to take on these roles. I don’t think
anyone has any doubts about that. And it seems to me there’s a structural problem here.

You’ve told us about a number of – let’s say informal – courses of action that can be used to
try to convince and persuade governments. I understand those informal courses of action, but I
and my colleagues in Renew Europe take the view that more needs to be done. We need a
structural solution that can bring about a permanent change to this situation. As you know, our
proposal is that there should be two appointments – one man and one woman – for each post.
That approach will enable us to ensure that we are always pushing to increase that balance.

Members of the public in the EU are expecting genuine commitments to be made to achieve
gender equality, and they are not willing to accept a situation in which half the population is
effectively excluded from the Governing Council. Can we count on the Eurogroup to achieve
gender equality and to implement these structural solutions that could bring about lasting
change?

1-010-0000

Mário Centeno, President of the Eurogroup. – I am fully aware of your views, of the views
that have been expressed by a number of Members of this Parliament on this matter, and I have
sought to address your concerns while respecting the competences of each institution and the
appointment process as set out in the Treaties.

It is true, as I mentioned in my opening statement, that the Eurogroup discloses the timeline for
the selection process in advance. It is quite a transparent process. It is also quite a decentralised
process in which, responding or reacting to this call for candidates, Member States can present
their candidates according to the deadlines that we establish. These are known quite some time
in advance for this process to occur in a successful way.
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It is also true that in inviting Member States to put forward candidates, I have insisted on the
importance of seeking to ensure not only gender balance on the board, but a plurality of
candidates at each point in time. We definitely need to do more.

We can now look at what is going on. There is no reason not to look at 2019 and to consider
that some important steps have been made. Out of the three vacancies to fill this year, we had
one female candidate appointed to chair the ECB for the first time ever – so the most important
position in the ECB. And we have a female and a male candidate for the remaining positions
that are now open, or will be open until the end of this year. This kind of implies that the number
of females on the Board will be the highest ever in the history of the ECB. That’s quite important
to build upon and to look into the future and continue in this vein.

So I understand those concerns. I am actually quite close to those concerns. I think that the
pressure that we have been able to make and build is paying off. We will need to continue in
this direction.

1-011-0000

Sven Giegold (Verts/ALE). – I would like to follow up on this issue, because I know your
personal possibilities are limited, and I take good account of this, but I have to say that the
reason for the picture, which cannot be explained in the 21st century anymore, is only partly
because of the nominations in which we have a say, but mostly are because of the nominations
of national central banks, and this is the reason why the picture looks so extremely dreadful.

And therefore my question is, could you commit to open the discussion in the Eurogroup on the
national nominations of the directors of central banks, because only if we get a fair share of
women also on the national level, can we have a balanced picture on the European level, and I
can only say that this is risking the good reputation of the ECB if this does not change, and the
Eurogroup has a particular responsibility in this because it’s the only format where this can be
successfully addressed.

1-012-0000

Mário Centeno, President of the Eurogroup. – I don’t want to disappoint you, in any way,
given the burden that you are now putting on my shoulders. But it’s something that we really
need to work at all together in order to change at a national level as well as you were mentioning,
and it’s a common feature unfortunately of the whole financial sector I must say, and it is a long
but slow-moving process.

Faced with these sort of situations, we must seek to improve what I just mentioned before, that
the flow changes, and keep pushing in that direction into the future. Again, it’s a very
decentralized decision-making process, it goes to the heart of our governments, so certainly,
it’s something that we need to continue to do, but again it’s a giant work, and what I can promise
to you is that this issue will keep being repeatedly raised whenever such a decision is brought
to the Eurogroup level, and together with my colleagues I will make an extra effort for this
picture to change.

1-013-0000

Sven Giegold (Verts/ALE). – I have to say you didn’t precisely answer my question. My
question was, are you ready to open a discussion on the question of gender balance including
the directors of the national central banks to take the responsibility to open a discussion –for
the next nomination, I’m assured you are calling for the Member States to nominate a female
candidate and I acknowledge your commitment to this – the responsibility for the picture as a
whole. My question was whether you are ready to put this on the agenda of the Eurogroup, to
have a discussion about how this picture is changing, including the gender balance between the
national directors of the central banks?
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1-014-0000

Mário Centeno, President of the Eurogroup. – Well, I started by stating that I didn’t want to
disappoint you, given the lack of instruments that I have at the Eurogroup level to do such an
instrumental action into each government decision in this regard.

It certainly is an issue that, for example, at the level of the ECB Board could also be raised, but
in any case, what I want to assure you is that this will not stay away from the current and future
processes, both at the national and at the European level, and as a coordinator of, let me put it
like that, of finance ministers of the eurozone, I will take your concerns to them when
appropriate.

1-015-0000

Antonio Maria Rinaldi (ID). – Chair, colleagues, President Centeno, I am happy to have this
rare opportunity to address the representatives of millions of European citizens concerning the
reform of the ESM, the European Stability Mechanism.

Unfortunately, as you well know, the European Parliament has not been involved, and nor have
the various national parliaments, or at most in an extremely marginal manner. Key decisions
are being taken without proper debate or the requisite transparency, creating opportunities for
dangerous anti-democratic and authoritarian tendencies, which frankly we could really do
without.

Preventive restructuring of debt, which is becoming a precondition for access to the fund, is in
effect a collective bail-out at the expense of millions of citizens. With the virtually obligatory
need for a preventive haircut, the mere rumour of an ESM intervention is liable to cause panic
on the markets, leading to falls in government bond rates and thus producing a self-fulfilling
prediction: in turn, mere rumours that a Member State was experiencing financial difficulties
with regard to a potential risk would make it impossible to obtain financing on the markets and,
therefore, would make it necessary to resort to the ESM itself. Therefore the fund, rather than
stabilising the markets, would paradoxically do the opposite: it would destabilise them.

Even to the least attentive observer, this reform of the ESM appears to be an attempt to
repropose arrangements that would be automatic and even more coercive, following the failed
application of the fiscal compact: the main entrance having been closed, this is an attempt to
regain admittance through the window, as the intergovernmental agreement on the fiscal
compact has not been incorporated into the body of treaties on which the European Union is
founded, which was supposed to happen within five years of its promulgation.

Finally, I would ask you, President Centeno, whether you have properly assessed these
enormous risks, and I should also like to know whether the Italian Prime Minister, Giuseppe
Conte, raised these issues or gave his consent without imposing any kind of veto, given that the
Italian Parliament has not been informed and that on 7 November, representatives of the
Eurogroup, which you chair, declared consideration of revision of the ESM to be over, meaning
that they were no longer prepared for any confrontation and alteration.

If Italy, or any other Member State, were now no longer in agreement, what would happen?

1-016-0000

Mário Centeno, President of the Eurogroup. – The ESM as you know is an intergovernmental
agreement and it works in the regulations and in accordance with the treaty that established this
instrument, and it was quite an important instrument for us to overcome the difficulties of the
crisis. It is actually our firewall vis-à-vis the sort of crises that we faced 10 years ago. If we had
by then an already established and available instrument such as the ESM, I can assure you that
we would have been much more successful in facing that sort of crisis. It is true that being an
intergovernmental agreement, it has specific regulations and relations with the other institutions
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of the European Union, but it is also true that reports on the ESM and reports on programme
countries are presented whenever available and whenever appropriate to the European
Parliament as well.

Let me also tell you that there is no automatic restructuring whatsoever in the changes that are
being implemented in the regulation of the ESM, and on the contrary, we are redesigning and
proposing new tools to avoid the sort of contagion that we saw occurring in the crisis back in
2009-2010.

So this is indeed something that requires debate, I don’t dispute that. It is true that it requires
quite a deep debate and involvement at all levels in the European Union, but the new treaty next
year, as I mentioned, will be ratified by countries at the appropriate level in each country, if we
reach that stage, which I hope we do, and of course during that debate and following that debate,
we of course expect the ratification to be completed in all Member States and the process to be
successful, but certainly it is something that we need to follow over the course of next year.

Just to finalise my answer, let me reassure you of the great importance of these institutions to
stability, and we are all aware of your concerns of not creating disruptions in the market for our
debt, and also in that respect we learn from past mistakes.

1-017-0000

Derk Jan Eppink (ECR). – I would like to ask a question about the cohesion of the eurozone.
In fact, currently on the table we’ve got two issues. First of all, the ESM, the European Stability
Mechanism, as a sort of backstop. The final goal would be a backstop to help in cases of banks
failing for which the SRM does not have enough funds to help those banks, so that is one. The
second one is what we call EDIS, the EU deposit guarantee system. This is meant to guarantee
savings of money in accounts but also with non-performing loans.

Now what these two issues have in common is that they have a strong character, or
characteristics, of transfers. There’s a lot of fear in certain countries that the monetary union
will transform itself into a transfer union, and a transfer union is more or less a sort of one-way
street. It’s always the same that have to pay and the same that have to receive, and while we are
now confronting a situation of negative interest rates, particularly in the giving countries, savers
are losing money and pensioners are also suffering.

So can you imagine in the framework of the cohesion of the eurozone that there is public opinion
in some countries that is getting reluctant to continue this situation and may vote for parties that
want to stop that. That, I think, would be a threat to the cohesion of the eurozone. How do you
see that?

1-018-0000

Mário Centeno, President of the Eurogroup. – Thank you, Mr Eppink, for your question. It
raises quite important concerns that we all share when designing these institutions and the sort
of results that we aim at achieving with them.

The overall aim of these institutions and the way we are developing them and completing the
Banking Union is indeed to create more stable, less fragmented and greater cohesion, both
economically and financially in the eurozone. I don’t want to downplay the social cohesion
dimension because they all go hand in hand and we all know how important it is for all these
processes to develop into becoming inclusive and more balanced, distributionally speaking, at
the end of the day. But let’s go back to mutualisation and to the sort of concerns that you raised.

We are doing a great job in terms of reducing risks in our economies. Again, if you look at the
data from the past few years, you will see a great reduction of risks across the eurozone. This
is the result of the much more resilient economic situation that we have, of the pressure that
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each country is adding into the group of countries of the eurozone, towards risk reduction. These
decisions are being taken precisely at the moment in which we all understand that we are not
creating a union of transfers. This is not the goal of any of these mechanisms, of these
instruments, at this stage. It is, on the contrary, to ensure confidence in the different markets in
which they operate. It’s to make sure that we all move together in the same direction. But as I
mentioned in my first answer, we must be patient and not complacent with the situation, and
that’s what I think we are instilling into this process. We are pressing it to move forward, but
in a way that everyone feels comfortable with.

It is true, and you mentioned the low interest rates. The truth is that real interest rates have been
low in Europe and in some countries of Europe for quite some time. It’s not a novelty of today’s
experience. It is something that has been true for quite some time, and the best answer that I
have to give to that difficulty is for us to make, or to reduce, financial fragmentation in Europe;
to improve on our Capital Markets Union; to allow our savings to be invested in the eurozone
in a safe and secure environment to which returns are there to be taken back. If we are able to
move in such a comprehensive way, cohesion and lack of trust will be reduced and we can reach
the final aim of all these changes and adaptations in our institutional framework, which is
stability in our financial sector in the eurozone.

1-019-0000

José Manuel García-Margallo y Marfil (PPE). – I spent 17 years of my life at this Parliament.
I took a five-year break, and now I'm back and everything is just the same. We’re still taking
too long to respond to things, and we’re still coming up with solutions that are not up to the task
of solving the problems we have. We are in the midst of a slowdown. Mr Centeno, you pointed
out that there is a risk of something even worse happening. And it does indeed look as though
there’s trouble on the way. It’s true that the US has recently experienced its longest ever period
of growth. And Genesis tells us that a period of fat cattle is followed by one of lean cattle. There
are other indicators – inverted yield curves, purchasing by major firms, manufacturing hours –
that show that something could go awry.

There are two schools of thought. Some say that geopolitical factors, tensions, China, the US,
Brexit, the situation in the Middle East and the possible effects on oil will bring about a crisis
that won’t be demand-based, like Lehman Brothers was, but a supply-based crisis. Others are
more optimistic and say that we are going to be faced with a Japanese situation: low growth,
low inflation, low interest rates, but also, in countries like my own, sky-high rates of structural
unemployment.

What do you think the nature of this crisis is? And what do you think ought to be done about
it? I agree, for once – I don’t think I’m going to make a habit of it! – with my Spanish socialist
colleague that the intergovernmental mechanisms haven’t worked and that if we really want
this to work, we need to opt for the Community method, a federal method. So once again I ask
you, what are the solutions? Because it looks like monetary policy has less oomph now than it
did before.  We can’t lower interest rates much more; that’s already been mentioned here today.
A lot of government and private debt has been bought up. There’s not a lot more we can eke
out of budgetary policy, as my colleague said. And there are countries, like mine, that have very
clear limits when it comes to government debt. With the exception of Germany, Holland and I
think one other country, the truth is that our public coffers are running on empty. So tell me,
what are you intending to do? What kind of crisis is on its way? What institutional solutions
can you propose as head of the Eurogroup? Please don’t tell me that you’ll do what the
governments will accept, because I know that already. I’d like to know what you are going to
propose.

1-020-0000

Mário Centeno, President of the Eurogroup. – It is true that we have been testing for too long
the resilience of the recovery. We have been having too much risk and too much uncertainty –
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which are two different things and two different objects, and they have different consequences
for the business cycle, for development – but the fact is that since 2016 with the Brexit
referendum, we have been globally adding those two dimensions to our business activity, to our
citizens’ decisions, in terms of investment, in terms of decisions to consume; and even though
we are doing this, the truth is that for six years, for six consecutive years, we continue to grow,
we continue to add new jobs to our economies, and this is the result of a more balanced approach
in terms of demand in our economies, and of course the result of all the reforms implemented
both at the national and at European Union and eurozone level, going out of the crisis.

So, I don’t think we can make the same mistakes again, so we should not go with procyclical
policies to respond to the present situation. I think we are in a very good position to do that
because contrary to other big or large monetary and economic unions in the world, the eurozone
is has an almost balanced fiscal position, we generate billions, trillions, of euros of savings
every year because we have a positive external position in the eurozone as a whole, and is
together with the changes we made to our to institutional design are the biggest weapons we
have at this stage to combat, to contravene this deceleration that we see. If we cannot change
because those are risks that come from outside the eurozone – the sources of risk and
uncertainties – we can certainly move and act inside the eurozone with policies that are properly
designed to not be procylical and to fight this situation which is pretty much related with a
slowdown in demand again in the eurozone.

1-021-0000

Pedro Silva Pereira (S&D). – Madam President, President of the Eurogroup, Minister Mário
Centeno, I would like to start by congratulating you because, after years of stalemate, there is
finally some movement, movement towards completing the Banking Union and movement
towards deepening the Economic and Monetary Union.

I welcome the agreement for the new Budgetary Instrument for Convergence and
Competitiveness, which while not perfect – as you yourself said, it is financially modest –
constitutes a significant first step towards a genuine fiscal capacity in the euro area. I also
welcome the development of a European deposit insurance scheme – there is finally a positive
and realistic expectation that a positive conclusion may be reached – and the process of
reforming the European Stability Mechanism, which, with the Single Resolution Fund
becoming operational, will pave the way towards the completion of the Banking Union.

All these developments constitute very positive milestones in your first term as President of the
Eurogroup. However, none of them has the stabilisation function that the Economic and
Monetary Union needs. As you have said, they contribute to economic and financial stability,
but they do not in themselves constitute the stabilisation function that the European Central
Bank and all relevant literature say is needed for a functioning Economic and Monetary Union.

What I wanted to ask was whether you still continue to consider that this stabilisation function
forms part of the solution to the problems of the Economic and Monetary Union and whether
we can hope for progress on that front also, if not in you first term then perhaps in your second
term as President of the Eurogroup?

1-022-0000

Mário Centeno, President of the Eurogroup. – Thank you very much for that question. I should
like to stress the following: we have indeed taken some concrete and safe steps in a direction
that we all consider to be the right one, a direction to strengthen European integration so that
everyone can feel comfortable with the decisions we take.

I sometimes refer to the fact that the euro area is a set of nineteen mature democracies, all of
which are very well informed about their role in Europe and in the European project, and let
me tell you that, by my reading – which is at times contrary to what we like to emphasise – our
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citizens have, election after election, supported this vision through the choices they have made.
And we owe it to these citizens to translate this will into reality, this will which is also reflected
very clearly in all opinion polls and in all surveys on the European Union, the euro area and on
the assessment that these citizens make of this ongoing process of construction. And the truth
is that in order to be able to continue to take steps in the right direction, we need to work together
and also to ensure that this temporary lack of trust, which the hardships of the last crisis
unfortunately generated among our countries, continues to disappear at a fast pace.

I believe that this is what we have seen over the last few months and I am, of course, very
pleased to be able to be, in some way or other, the representative of this process, but ultimately
this process would not exist if not for the pressure from the citizens for this process to continue.
And we all can move forward in this direction.

The fact remains that the budgetary instruments have functions which, at a given point in time,
should assume a stabilising dimension, and I am confident that, in the future, once this lack of
trust, which was nothing more than a reflection of a crisis which we had to face and for which
we were not prepared, has further diminished, they may take the form of decisions of that nature.
That said – and given your question and the manner in which you put it, I think you share this
view – I would also like us to value the commitments that are now being achieved, because, in
this succession of decisions, it is they that reflect the choices that European citizens make for
plurality, but also for the centrality that Europe has in this European Parliament as well.

1-023-0000

Luisa Porritt (Renew). – I’d like to press you further on the question of gender balance or
rather lack of it. You said in your initial remarks that you will point out the gender balance
problem to your colleagues, and then when asked by members of this committee to make a
clearer commitment than that, you said that important steps have been made by having Christine
Lagarde as President of the ECB in 2019.
For me, the fact that it’s taken until 2019 to have the first female president of the ECB, and that
she’s the only woman of 24 representatives sat at the table in this photo, shows that we’ve not
gone far enough, and that the problem is structural and it requires a structural solution.

We’re not perfect here on this committee either. Less than 25% of our full Members are women.
But we need leadership by example from the very top and I’m afraid that does fall on your
shoulders, as well as others in positions of similar influence.

I’d also like to make a point about diversity more generally. In this photo, it’s completely
lacking; everyone in this picture is white. So I’ll ask you again as I wasn’t too satisfied with the
answers we got previously. What are you going to do about it?

1-024-0000

Mário Centeno, President of the Eurogroup. – I risk repeating myself, but let me stress again,
that I do see not that picture changing, but the overall picture changing across our institutions.
Outside the ECB, we also have a much larger share of women in leadership positions in the
European Union. I think it’s important to continue like that. From my side and from my
perspective on the issue, I will continue to campaign, stressing the concerns you just mentioned.
It is true that we have here a kind of historical background that does not play in our favour, but
as I mentioned before, in 2019 alone, two out of three of the last decisions for the ECB position
for the Board can turn out to be female selections and that, if continued, we will structurally
change the picture you showed us.

Of course we all say this provided we find good candidates overall, and that’s the primary goal
and then of course taking into account the concerns you mentioned.
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I honestly don’t see another solution out of this, but to continue to put pressure on the decision-
making process in the future so that what we observe in 2019, is not an episode, but something
to be continued in the future.

1-025-0000

José Gusmão (GUE/NGL). – Mr Centeno, this budgetary instrument was announced with
great enthusiasm, but we would like to know the characteristics of this instrument and the reason
for such enthusiasm, given the financial volume we are talking about.

If we look at the figures and annualise them, we see that the financial envelope of the BICC
will correspond to less than half the cut that is foreseen for cohesion policy in the European
Union and it is therefore difficult to see how an instrument that is not even able to compensate
for the reduction of funds for cohesion could have a convergence function within the European
Union or within the euro area.

In addition, if it is confirmed that this amount will be taken from the budget of the European
Union, it would be good to know whether it will form part of the cohesion envelope, because,
in that scenario, we are not even talking about additional financial means, we are simply robbing
Peter to pay Paul, without any increase in the European Union’s capacity to deal with systemic
economic crises, and in no case would it be able to deal with the problems of cohesion in a
European Union where macroeconomic imbalances are growing.

I would also stress that this line of economic policy priorities is completely inconsistent with
the calls by the European Commission and other European institutions to increase the volume
of investment. Because if cohesion, which is one of the policies that serves most to fund
investment in the euro area and in the European Union, suffers the announced cuts and if the
BICC is clearly insufficient to compensate for this cut, then the European institutions are
making a call that is in contradiction with the instruments that they are setting up or indeed with
the lack of such instruments.

1-026-0000

Mário Centeno, President of the Eurogroup. – Mr Gusmao, I should like to focus a little on,
or provide a little context concerning, the importance of this budgetary instrument in the context
of the EU budget and why it is an important instrument, and, of course, to address the issues of
its size.

Indeed, the Budgetary Instrument for Competitiveness and Convergence is not a cohesion
instrument, it is included in a chapter belonging to other policies, but it’s objective, from its
inception, is to promote the convergence and competitiveness of economies. And how can this
be achieved? By financially addressing the challenges and priorities set out, in the context of
the European Semester, in the recommendations for the euro area. This is a first. The
recommendations for the euro area aim to be a tool for policy coordination in the euro area, but
had no associated financial dimension. Once we manage to give this financial perspective to
these priorities, I am confident that its importance, in the context of policy coordination in
Europe, will certainly increase. This is a prospect and opportunity that we cannot waste.

The Heads of State decided that the financial development of this budgetary instrument would
take shape in the context of the Multiannual Financial Framework. Its size is not, strictly
speaking, a closed matter. It will be closed only when the financial envelope is also defined. It
is a negotiation that is ongoing and which, hopefully, can represent progress and a step forward
in the budgetary dimension of the European Union. But it is there that it must be determined.

Finally, an important and, in some way, unique aspect of this budgetary instrument is the fact
that its governance is assured by all euro area countries, seeking to address those priorities. And
it is in these priorities that that which each country should give in response to the euro area as
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a whole will be defined. To this end, I am confident that the convergence criteria will be of
particular relevance because one of the features that make the euro area – that will be able to
make the euro area – more stable and resilient to crises in future, is precisely, I would say, its
economic stability from a distributional point of view, and therefore in terms of its ability to
respond to the asymmetries that still exist today.

1-027-0000

Γεώργιος Κύρτσος (PPE). – Madam Chair, I have two questions for  Mr Centeno. The first
relates to what was said by Mr Scholz regarding the European deposit guarantee mechanism.
Can you tell us whether this was just a  Financial Times article, an internal party gambit with a
view to the Social Democrat convention or the official position adopted or to be adopted by the
German Government? Because it makes an enormous difference. Personally, I believe a bank
deposit guarantee mechanism to be necessary, but the views of the  German side are very
important and we are anxious to know what they are. My second question relates to Greek
public debt. It has reached enormous proportions as we all know. However, its sustainability is
being calculated on the basis of estimated interest rates of around 4.5 % or 5 %, which are, for
the moment at least, inaccurate, since the interest rates on borrowing by the Greek Government
through its 10-year bond issues are currently below the national economic growth rate of around
1.8 % to 2 %. Under the previous calculations, it was estimated that interest rates would be
double or triple the growth rate. That is an enormous difference over time. Obviously, no one
is able to predict interest rates, but it is clear that the previous calculations were based on
inaccurate estimates. Will the calculations be corrected accordingly? This is of great importance
to us in Greece, related as it is to the ‘primary fiscal surplus’, in other words the effort we need
to make regarding our finances.

1-028-0000

Mário Centeno, President of the Eurogroup. – Of course I take the contribution of my
colleague, Mr Olaf Scholz, that was presented to the Eurogroup, as the contribution coming
from the Minister of Finance in Germany, and as so, of the German government.

Of course, we entertain all sorts of debates, both domestically and internationally on these issues
and this subject is not different from that. I just wanted to say, without repeating myself, that it
was a very important contribution. It changed quite substantially the mood of debate in the last
meeting of the Eurogroup and we, of course, look forward to adding this to the debate; but I
must say that this is already a long debate with several contributions both from the European
Commission, but also from the high-level Working Group that we established earlier this year
and which is presenting three important contributions for these debates in the next meeting of
the Eurogroup as well. So without going too much into the domestic debate in Germany, I just
want to thank the German government for this contribution.

On the Greek debt, well, you know the interest rate that Greece is paying is much lower than
those rates. It is true that there was a big development in the market for Greece and we all think
it’s very important to notice that, and that certainly was the result of all the reform process,
which we also value very much in the name of the Greek citizens because we all understand
how difficult it was for Greece to go through this adjustment. So in some sense, the low interest
rates that we see today in the markets are certainly the result of this effort and we need to
continue to praise it and to sustain it into the future.

I won’t call it wrong estimates, because those are based in the way the market futures see at any
point in time those interest rates going on into the future, but we need to update, we need to
update this exercise. Actually, it is expected to occur. The institutions are on board with that,
and I am sure that we will follow this quite closely in the future so that we can take on board
all the good news that we see now for Greece.
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1-029-0000

Alfred Sant (S&D). – The European Fiscal Board and its annual report for 2019, has made
four recommendations regarding how to radically simplify annual semester procedures under
the SGP. They have recommended the adoption of just an expenditure rule linked to a debt
target. A targeted golden rule that protects productive public investment expenditures during
episodes of fiscal consolidation, the introduction of country specific debt targets and
strengthening the governance of the rules with a stronger separation between policy decisions
and the underlying economic assessment.

What is your overall view of these recommendations? Do you have any problems with any one
of them? Do you think that these proposals could fly at the level of the Eurogroup?

To strengthen governance, the European Fiscal Board suggests that the chairman of the
Eurogroup should be full-time. What’s your take on that one?
1-030-0000

Mário Centeno, President of the Eurogroup. – It’s a very important topic that I mentioned
already a couple of times today. I think the contribution of the European Fiscal Board is a quite
interesting contribution. It goes in line with the debates we had in the Eurogroup in the last
couple of years, whenever we are faced with some difficulties in implementing our rules.

But let me tell you that, contrary to some views that are quite often negative vis-a-vis our
success in implementing the current rules, I think that we evaluate the role of the European
Commission in implementing those rules and the impact of the rules in the overall stance of our
fiscal policy in each of our countries to be quite positive. We are indeed using the rules in an
intelligent way, applying all sources of flexibility that already exist in the current rules, but on
occasion, and on occasion is sometimes more often than desirable, these rules are quite hard to
understand and produce quite counter-intuitive results when applied to specific countries in
specific situations. So we need to tackle those difficulties, because after all, those rules are
intended to make the life of our finance ministers easier, also in the communication sense, in a
way that we can explain the direct relationship between our decisions and the results we obtain.
And being based on some unobservable variable sometimes this is not easy to do. So I think,
based on this contribution, on the debate that is ongoing at various levels about these rules, I
think we can in the near future debate a different setting, I will say, of more transparent – and
easier to communicate and convey – rules. And this is quite important, because even in a
situation, and this is my opinion, in which the rules have been quite successful in promoting the
stability of our public finance, it’s not without criticism that we see them being implemented
by the European Commission, which is a tension that is certainly something that you can avoid
with a future revision. And you are absolutely right, and we discussed that precisely at this stage
as I mentioned in my opening statement, that investment and specifically investment in specific
areas is too important for the European Union and the eurozone only to be framed within this
these rules, and we need to create room for us to debate these issues.

1-031-0000

Sven Giegold (Verts/ALE). – In 2019, the euro area still has one of the world’s largest current
account surpluses and according to a Commission prediction, there will only be a slight
decrease in the future. So do you believe that such a stance is sustainable in the face of growing
international turbulence? Would you consider it necessary for Member States with large
surpluses to take more action, and how do you evaluate that your largest Member, which
happens to be Germany, has again opted for not using the fiscal space it actually enjoys under
the Stability and Growth Pact?

1-032-0000

Mário Centeno, President of the Eurogroup. – It’s a very important debate and I already
mentioned these very important surpluses that the eurozone as a whole is producing. I think it’s
very important for us to better design our institutions so that these surpluses can be reinvested
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in the eurozone and for that we need to further develop our Capital Markets Union and to
complete the Banking Union. Without these two, I’m going to call it pillars although sometimes
pillar is too strong a word because it’s a large number of small institutions, but without these
two pillars will not be able, in an appropriate manner, to increase the share of the private sector
in the economic and cyclical adjustments that we see in our economies.

Having said that, I think it’s appropriate at this stage for countries with surpluses to consider
appropriate ways to contribute to the rebalancing of the eurozone as a whole. This is actually
identified in the macroeconomic imbalances procedure (MIP) that we have in the European
Union and we must do that in a way that does not create other sorts of imbalances or pressures
domestically that are not sustainable for each of these countries that enjoy this situation. So yes,
it’s time to act pre-emptively as I mentioned in my introductory statement, but in a way that
accommodates the concerns and tensions that even this sort of action may create.

1-033-0000

Robert Rowland (NI). – I attended an Institute of International Monetary Research  recently
where they looked at four different pillars of convergence or divergence within the European
Union, and they were the business cycle; competitiveness; public finances, and monetary
aggregates, and sadly, on two of those there had been a marked deterioration since the financial
crisis, both on the business cycle where there has been convergence but unfortunately it’s been
towards almost zero growth. On competitiveness likewise, there has been a big divergence, a
continuing divergence, which has manifested itself most evidently in Germany with a huge
current account surplus. Public finances – we all know that there has been enormous divergence
as well, and on monetary aggregates – I’m getting into the weeds here – but in essence there
has been a divergence in things like M3 and M0 money-based growth. So on a lot of these
issues there has not been the goal of convergence.

You mentioned in your introduction the German proposals of a grand bargain of European
deposit insurance and that there was an increased likelihood of that. Do you think that was
prompted by some change of attitude in Germany due to the realisation that, much like Italian
banks, German banks are in trouble? That’s one question. The other is about procyclical policies
and avoidance of procyclical policies should another downturn occur. Is that something that
you’re suggesting the ECB do, or is that something on the national level, and what sort of ideas
do you have on procyclical policies?

The last question I have for you is on TARGET2 balances, which are crucial to the whole
equation of what could happen should another downturn occur. TARGET2 balances are roughly
double the amount of the total QE which has been undergone since the financial crisis. A lot of
those TARGET2 balances are based on current account deficits and deposit transfers from the
poorer countries to the core. What is your understanding of those TARGET2 balances now?
That is my final question.

1-034-0000

Mário Centeno, President of the Eurogroup. – I don’t know if I totally agree, let me be clear,
with your views or the views that you got in terms of convergence or divergence across Europe
in the three dimensions mentioned.

The truth is that, at this stage, we don’t have any country on EDP (Excessive Deficit Procedure),
that we have probably the largest number of countries reaching the MTO, the medium-term
objective, ever in Europe, and we certainly have the lowest dispersion of fiscal stances across
eurozone Member States that we have on record since at least 1995 in which national accounts
comparable data is available. Also on growth, we had for the first time two years ago, all
countries growing at above 1.5%, but I agree that these trends are slow, that they cannot be
taken for granted, that we need to do more institutionally, that even when we look at the United
States which is an example of a large stable economic and monetary union, with even further
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degrees of fiscal and political union, that convergence of economic areas is a slow-move
process, and we definitely need to complete the institutional design of our EMU in order to
achieve that. So there is some sort of endogeneity in all these analyses that I will skip for the
moment, but we need at this stage to avoid procyclical policy responses and continue to build
on the situation inside of the euro area otherwise convergence will not be produced on its own.

1-035-0000

Chair. – Thank you Mr Centeno, thank you to all our fellow Members. I think we can now
close the meeting.

1-036-0000

(The hearing closed at 16.55)


