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Madame Chair, honourable members of the European Parliament 

I thank you for inviting me to participate in this hearing. 

Since EFSF was created in June 2010 as a temporary rescue mechanism with a mandate for 3 

years, a lot has happened. The initial guarantee commitments of €440 billion which supported 

a lending capacity of €240 billion were increased to €780 billion under EFSF v.2.  Also, the 

credit enhancement structure was improved lowering the lending costs for Member States and 

raising the lending capacity to €440 billion.   

The EFSF is currently supporting two countries under macro-economic adjustment programmes. 

The programme for Ireland amounts to €85 billion to which the EFSF will contribute €17.7 billion 

in total. The programme for Portugal amounts to €78 billion to which the EFSF will contribute a 

total of €26 billion. So far, EFSF has disbursed €18.88 billion for the two programmes. Overall, 

only €43 billion has been committed by the EFSF i.e. slightly more than 10% of the lending 

capacity.  There is therefore a considerable amount of capacity left. 

In order to maximise EFSF’s lending capacity, two new approaches will be used. We have 

developed two leveraging options where the EFSF would guarantee between 20 – 30% in case 

of a default of a euro area Member State. The first option is a credit enhancement, or an 

insurance-type, option. This is already prepared and all the necessary technical and legal work 

has been completed. It can be used following a request from a country. The second option is a 

co-investment fund which pools public and private money. This is almost ready and the 

governance structure has already been completed. It could be operational within a few weeks 

but again it would depend upon a country request. Investors have responded to these two 

options quite positively and I am confident that both options will be taken up in the market.  

Under EFSF 2, we no longer need the cash buffer that was required under EFSF 1 due to the 

increased over-guarantees under EFSF2. This means that EFSF can make cheaper loans under 

EFSF2. This is why over last year it made sense not to use EFSF 1 too much whilst we were 

waiting for EFSF2 to be approved and in the meantime we asked the EFSM to step in. Now that 
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the EFSF2 has been approved, we will be able to catch up so that at the end of the 3-year 

programmes for Ireland and Portugal, we will have disbursed exactly the amount that was 

agreed at the outset of the programme. 

The provision of the liquidity through the ECB, which was dramatically increased in December, 

by providing unlimited resources for 3 years, has had a important impact on the money market. 

It has also made it easier for banks to buy sovereign bonds again which is obviously very 

positive. The extent of this impact remains to be seen. 

Early in 2010 at the beginning of the crisis, the involvement of the IMF was hotly debated. 

Almost two years later, we have seen that the crisis has spread and affects many countries. The 

amount of resources needed to help these countries is therefore substantial. Now there is no 

longer any doubt of the usefulness of the IMF’s involvement, both in terms of resources and in 

terms of their expertise. 

 

 

 


