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 Regulation 2011/1176
   OJ L 306 23.11.2011, p. 0025 Summary

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

PURPOSE: to provide a framework for identifying and addressing macroeconomic imbalances in the European Union.

PROPOSED ACT: Regulation of the European Parliament and of the Council.

BACKGROUND: in the years preceding the crisis, low financing costs fuelled misallocation of resources, often to less productive uses, feeding
unsustainable levels of consumption, housing bubbles and accumulation of external and internal debt in some Member States.

The emergence of large macroeconomic imbalances, including wide and persistent divergences in competitiveness trends, proved highly
damaging to the European Union, and in particular to the euro, when the crisis struck. It is therefore important to develop a new structured

.procedure for prevention and correction of adverse macroeconomic imbalances in every Member State

In its Communication and report on «EMU@10: successes and challenges after 10 years of Economic and Monetary Union? the Commission
stressed, in particular, the need to broaden economic surveillance in order to detect and address macroeconomic imbalances at an early
stage. The  Europe 2020 strategy calls for the development of a specific policy framework for the euro area to tackle broader macroeconomic
imbalances.

Overall, the Task Force on economic governance, chaired by the President of the European Council, agreed that macroeconomic surveillance
should function alongside the budget surveillance under the Stability and Growth Pact.

This proposal is part of  comprising six texts which seeks to strengthen the pact by improving its provisions in the light oflegislative package
experience, not least of the crisis:

1) A  Regulation amending the legislative underpinning of the preventive part of the Stability and Growth Pact (Regulation 1466/97);

2) A  Regulation amending the legislative underpinning of the corrective part of the Stability and Growth Pact (Regulation 1467/97);

3) A  Regulation on the effective enforcement of budgetary surveillance in the euro area;

4) A  on requirements for the budgetary framework of the Member States;new Council Directive

5) A  on the prevention and correction of macroeconomic imbalances;new Regulation

6) A  Regulation on enforcement measures to correct excessive macroeconomic imbalances in the euro area.

IMPACT ASSESSMENT: no impact assessment was undertaken.

LEGAL BASE: Article 121 (6) of the Treaty on the Functioning of the European Union (TFEU).

CONTENT: the mechanism for the prevention and correction of macroeconomic imbalances is made up of two draft proposals for regulations.
This first proposal sketches out the  (EIP), while the  focuses on the associated enforcementexcessive imbalance procedure second proposal
measures.

The EIP is a completely new element of the economic surveillance process. It comprises a regular assessment of risks of imbalances,
including an alert mechanism, coupled with rules designed to allow corrective action in case of adverse macroeconomic imbalances extending
beyond fiscal policy. The EIP applies to every Member State.

The proposal provides for .a regular assessment of risks of imbalances, based on a scoreboard using economic indicators

The Commission may launch in-depth reviews for Member States at risk that will identify the underlying problems. For Member States with
severe imbalances or imbalances that put at risk the functioning of EMU, the Council may adopt recommendations and open an "excessive
imbalance procedure (EIP)".

Following the opening of an EIP, the Member State concerned will be under an obligation to adopt a corrective action plan within a specific
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, to set out a roadmap of implementing policy measures.timeframe

Within two months after submission of a corrective action plan and on the basis of a Commission report, the Council shall assess the
corrective action plan. If considered sufficient, on the basis of a Commission proposal, the Council shall adopt an opinion, endorsing it.

If the actions taken or envisaged in the corrective action plan or their timetable for implementation are considered insufficient to implement the
recommendations, the Council shall, on the basis of a Commission proposal, invite the Member State to amend its corrective action plan within
a new deadline.

The Member State concerned will be required to provide regular reports and will be monitored until the closure of the EIP.  If the Member State
has not taken the appropriate action, the EIP will be continued. The Council will have to adopt revised recommendations along with a new
deadline by which to complete its corrective action.

For euro-area Member States, the enforcement mechanism could ultimately lead to .sanctions

BUDGETARY IMPLICATION: the proposal has no implication for the EU budget.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Council discussed draft national reform programmes (NRPs) presented by the Member States. Ministers committed themselves to
rectifying identified difficulties with the draft NRPs.

The programmes are required, under the EU's economic governance arrangements, to enable multilateral surveillance of the Member States'
.economic policies

They should contain:

 ·       a macroeconomic scenario for the medium term,

 ·       national targets for translating headline targets set under the "Europe 2020" strategy for jobs and growth,

 ·       identification of the main obstacles to creating growth and jobs,

 ·       measures for concentrating growth-enhancing initiatives in an early period.

Review of the draft programmes constitutes, along with the annual growth survey, first steps in implementation of the so-called "European
semester", which involves , in accordance withsimultaneous monitoring of the Member States' budgetary policies and structural reforms
common rules, during a six-month period every year.

At its meeting on 24 and 25 March, the European Council is due to provide guidance to the Member States for finalisation of their stability and
convergence programmes (budgetary policies) and national reform programmes (structural reforms).

The  as part of a reform of EU economic governance.European semester is implemented for the first time this year

Concerning the excessive deficit procedure: the Council discussed a Commission communication assessing the action taken by  inMalta
response to the Council recommendation of 16 February 2010 based on article 126(7) to bring to an end the situation of excessive deficit at
the latest by 2011. The Council shares the Commission's view that, based on current information, Malta has taken action representing
adequate progress towards the correction of the excessive deficit within the time limit set by the Council. In particular, the Maltese authorities
have taken fiscal consolidation measures to correct the excessive deficit by 2011, while ensuring an adequate fiscal effort in 2011.

Against this background, the Council considers that at present no further steps under the excessive deficit procedure are necessary.

At the same time, the Council notes that in spite of a better macroeconomic environment than expected in the Council recommendations, there
was no acceleration in the reduction of the deficit in 2010. In addition, considerable downside risks exist to the achievement of the 2011 deficit

. In this context, the Council calls for rigorous execution of the budget and close monitoring of budgetary developments in order to taketarget
corrective measures if needed to ensure that the deficit target of 2.8% of GDP is reached in 2011. Furthermore, further steps should be taken
to strengthen the binding nature of the medium-term budgetary framework and improve the long-term sustainability of public finances, as
requested by the Council in its recommendations and invitations.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Council held a  on a package of measures intended to strengthen economic governance in the EU, and more specifically inpolicy debate
the euro area, in order to address the challenges highlighted by recent difficulties on sovereign debt markets.

The package consists of:

a  amending regulation 1466/97 on the surveillance of Member States budgetary and economic policies;draft regulation
a  amending regulation 1467/97 on the EU's excessive deficit procedure;draft regulation
a  on the enforcement of budgetary surveillance in the euro area;draft regulation
a  on the prevention and correction of macroeconomic imbalances;draft regulation
a  on enforcement measures to correct excessive macroeconomic imbalances in the euro area;draft regulation
a  on requirements for the member states' budgetary frameworks.draft directive

Four of the propositions deal with . They are aimed at enhancing the surveillance of fiscal policies,reform of the EU's Stability and Growth Pact
introducing provisions on national fiscal frameworks, and applying enforcement measures for non-compliant member states more consistently
and at an earlier stage.

In particular, a so-called , whereby the Commission's proposal for imposing a fine will be considered adopted unless thereverse majority rule

http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=COD/2010/0280
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=COD/2010/0276
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=COD/2010/0278
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=COD/2010/0281
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=NLE/2010/0277


Council turns it down by qualified majority, will trigger the sanction more automatically than at present.

Moreover, greater emphasis will also be placed on the  of the Stability and Growth Pact, with member states whose debt exceedsdebt criterion
60% of GDP required to take steps to reduce their debt at a pre-defined pace, even if their deficit is below the 3% of GDP threshold.

The other two proposals target . Here, the aim is to broaden the surveillance of economic policies,macroeconomic imbalances within the EU
introducing the possibility of fines on Member States found to be in an "excessive imbalances position". Risks of macroeconomic imbalances
will be assessed using a "scoreboard" of economic indicators.

The Council asked the Permanent Representatives Committee to oversee further work on the package, in the light of its discussion. The
presidency's aim ? in accordance with the deadlines set by the European Council on 4 February ? is for the Council to agree on a general
approach on all six proposals at its meeting on 15 March 2011, with a view to reaching an agreement with the European Parliament in June

.2011

As regards the excessive deficit procedure, the Council took note of a communication from the Commission assessing action taken by 
 in order to bring their government deficits below 3% of GDP, the reference value set by the EU treaty.Bulgaria, Denmark, Cyprus and Finland

It shared the Commission's view that, on the basis of current information, all four countries have taken action representing adequate progress
towards correcting their deficits within the time limits set in its recommendations, and that no further steps under the EU's excessive deficit
procedure are required at present.

Bulgaria, Denmark, Cyprus and Finland have been subject to excessive deficit procedures since July 2010, when the Council issued its
recommendations. The Council called on Bulgaria and Finland to reduce their deficits below the threshold of 3 % of GDP by 2011, Cyprus by
2012 and Denmark by 2013.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Committee on Economic and Monetary Affairs adopted the report drafted by Elisa FERREIRA (S&D, PT) on the proposal for a regulation
of the European Parliament and of the Council on enforcement measures to correct excessive macroeconomic imbalances in the euro area.

It recommended that the European Parliament?s position adopted at first reading, under the ordinary legislative procedure, should be to
amend the Commission proposal as follows:

Scope: this proposed Regulation sets out detailed rules for the detection, prevention and correction of macroeconomic imbalances within the
Union. It shall not affect the exercise of fundamental rights as recognised in the Member States and by Union law. Nor does it affect the right to
negotiate, conclude and enforce collective agreements and to take industrial action in accordance with national law and practices which
respect Union law.

Respond to the weaknesses with the Union: Members stress the need to supplement the multilateral surveillance referred with specific rules
for detection, prevention and correction of macroeconomic imbalances and vulnerabilities, which procedure it is absolutely essential to
incorporate into the annual multilateral surveillance cycle. The report defines the macroeconomic imbalances as situations in which a Member
State experiences large current account deficits, significant losses of competitiveness, large and unusual increases in asset prices, high levels
of or a significant deterioration in external, public sector or private sector indebtedness or a significant risk thereof.

Scoreboard: the Commission shall, after consultation with Member States and the European Parliament, establish an indicative scoreboard as
a tool to facilitate early identification and monitoring of imbalances.

The scoreboard, made up of an array of relevant and recognized statistical macroeconomic and structural indicators, shall allow for
comparisons between Member States and reflect short-term, structural and medium-long term trends. The scoreboard of indicators, and in
particular alert thresholds, shall be differentiated for Member States whose currency is the euro and Member States whose currency is not the
euro if justified by specific features of the economic and monetary union and relevant economic circumstances. The indicators and thresholds
shall reflect the convergence process among Member States. The crossing of either lower or upper thresholds shall only trigger, if appropriate,
a stricter surveillance through an in-depth review.

The Commission shall adopt delegated acts setting the . The list of indicators is tolist of relevant indicators to be included in the scoreboard
include but not be limited to the following sets of indicators:

internal imbalances, including private and public debt, wage level and unit profit rates as well as labour, resource and capital
productivity indicators; public and private expenditure on research and development; unemployment rates and its development, asset
price developments (namely, real estate and financial markets);
external imbalances, including: real GDP growth rates, a rolling average of five-year comparative real growth; current account
balance, with particular attention to its energy component; net foreign direct investment position; the evolution of export market shares
intra and extra-EU.

In-depth review: taking account of the discussions in the European Parliament, the Council and the Euro Group, the Commission shall prepare
an in-depth review for each Member State it considers may be affected by, or may be at risk of being affected by imbalances.

According to Members, the in-depth review shall build on detailed investigations of Member-State-specific circumstances, in particular the
different starting positions across Member States. It shall study a broad range of economic variables and acknowledge the national
specificities regarding industrial relations and social dialogue.

The in-depth review shall take into account, :inter alia

the origin of the detected imbalances, including the deep trade and financial interlinkages between Member States, the spill-over
effects of national economic policies and the asymmetric impact of Union and euro area policies;
exceptional economic circumstances that may cause or aggravate such imbalances;
indicators related to the Union strategy for growth and jobs. These indicators shall focus on employment (including long term and
youth unemployment), innovation, education, social inclusion, climate and energy.



Preventive action:if, on the basis of its in-depth review, the Commission considers that a Member State is experiencing imbalances, it shall
inform the European Parliament and the Council accordingly and if the imbalances are related to developments in another Member State, also
the latter Member State. The Council, on a recommendation from the Commission, may address the necessary recommendations to the
Member State concerned. The recommendation by the Commission shall be deemed adopted by the Council unless it decides, by qualified
majority to reject the recommendation within ten days of the Commission adopting it.

The recommendations of the Council and the Commission shall not encroach upon fields such as wage formation which explicitly fall outside
the Union?s remit.

Opening of the excessive imbalance procedure: if, on the basis of the in-depth review, the Commission considers that the Member State
concerned is affected by excessive imbalances, it shall inform the European Parliament and the Council accordingly. The Council, on a
recommendation from the Commission, and taking account of the public debate in the European Parliament, may adopt recommendations
declaring the existence of an excessive imbalance and recommending the Member State concerned to take corrective action. The
recommendation by the Commission shall be deemed adopted by the Council unless it decides by qualified majority to reject the
recommendation within ten days of the Commission adopting it.

Corrective action plan: the correction action plan shall take into account the social impact of these policy actions and shall be consistent with
the Broad Economic Policy Guidelines and the Employment Guidelines. It shall be coherent with the Stability and Growth Pact, the Stability
and Convergence Programmes, the National Reform Programmes and the medium and long-term objectives, namely convergence and a
Union strategy for growth and jobs.

If the actions taken or envisaged in the corrective action plan or their timetable for implementation are considered insufficient to implement the
recommendations, the Council shall, on the basis of a Commission proposal, adopt a recommendation to the Member State to submit a new
corrective action plan within two months as a rule. The new corrective action plan shall be examined according to the procedure laid down in
this paragraph. The proposals by the Commission shall be deemed adopted by the Council unless it decides, by qualified majority, to reject
them within ten days of the Commission adopting them.

Meeting between Parliaments: the report stipulates that whenever there is an invitation to a meeting between the competent committee of the
European Parliament and a Member State to explain a position, required action or divergence from the requirements herein the meeting shall
be convened under the auspices of one of: (a) the European Parliament; (b) the Member State Parliament or; (c) the Rotating Presidency
Parliament.

Dialogue and surveillance visits: the Commission shall ensure a permanent dialogue with the authorities of the Member States in accordance
with the objectives of this Regulation. To that end, the Commission shall carry out, in all Member States, visits for the purpose of regular
dialogue and, where appropriate, surveillance.

Delegated acts: the power to adopt delegated acts is conferred on the Commission subject to the conditions laid down in a new Article.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Council took note of a  on a package of legislativereport from the presidency on progress in negotiations with the European Parliament
proposals on economic governance.

Taking note of the views expressed by delegations, the presidency called on all parties to remain constructive and show the degree of
flexibility that will be necessary to enable an agreement to be reached in June, as called for by the European Council.

The proposals set out:

to strengthen economic governance in the EU ? and more specifically within the euro area ? as part of the EU's response to the
challenges highlighted by recent turmoil on sovereign debt markets. The Council reached agreement on a general approach in March,
opening the way for the negotiations with the Parliament;
to enhance budgetary discipline in the Member States and broaden the surveillance of their economic policies, thus implementing the
recommendations of a task force chaired by the President of the European Council, Herman Van Rompuy.

The package consists of:

a  amending Regulation (EC) No 1466/97 on the surveillance and coordination of Member States' budgetary anddraft regulation
economic policies;
a  amending Regulation (EC) No 1467/97 on the excessive deficit procedure;draft regulation
a  on the enforcement of budgetary surveillance in the euro area;draft regulation
a  on the prevention and correction of macroeconomic imbalances;draft regulation
a  on enforcement measures to correct excessive macroeconomic imbalances in the euro area;draft regulation
a on requirements for the Member States' budgetary frameworks.draft directive

Four of the proposals deal with reform of the , enhancing the surveillance of fiscal policies, introducingEU's Stability and Growth Pact
provisions on national fiscal frameworks, and applying enforcement measures for non-compliant Member States more consistently and at an
earlier stage. The other two proposals target  within the EU.macroeconomic imbalances

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Council agreed unanimously an  on a package of legislative proposals on economic governance, with the aimupdated general approach
of enabling negotiations with the European Parliament to be concluded in time for the European Council meeting on 23 and 24 June.

It will inform the Parliament of its compromise text by a letter to be sent by the chairman of the Permanent Representatives Committee on 21
June.

http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=COD/2010/0280
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=CNS/2010/0276
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=COD/2010/0278
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=COD/2010/0281
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=COD/2010/0279
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=en&procnum=NLE/2010/0277


The proposals set out to strengthen economic governance in the EU ? and more specifically within the euro area ? as part of the EU's
response to the challenges highlighted by recent turmoil on sovereign debt markets.

The Council reached agreement on a general approach on 15 March, opening the way for the negotiations with the Parliament.

Recognising that existing EU instruments have not generated a satisfactory decline in public debt levels and have catered insufficiently for
macroeconomic imbalances, the proposals are aimed at enhancing budgetary discipline in the Member States and broadening the surveillance
of their economic policies. They implement the recommendations of a task force, chaired by the President of the European Council, Herman
Van Rompuy, which concluded that the EU's monetary union will not be able to function properly in the long term without increased economic

.policy coordination

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The European Parliament amended at first reading, under the ordinary legislative procedure (by 551 votes to 88, with 29), the proposal for a
regulation of the European Parliament and of the Council on the prevention and correction of macroeconomic imbalances.

The vote on the legislative resolution was postponed to a later date.

The main amendments are as follows:

Scope: Parliament stipulates that this Regulation sets out detailed rules for the detection, of macroeconomic imbalances, as well as the
prevention and correction of excessive macroeconomic imbalances within the Union.

The application of this Regulation shall fully respect Article 152 TFEU and the recommendations issued under this Regulation shall respect
national practices and institutions for wage formation. It shall take into account Article 28 of the Charter of Fundamental Rights of the
European Union, and accordingly shall not affect the right to negotiate, conclude and enforce collective agreements and to take collective
action in accordance with national law and practices.

The term ? ? shall mean any trend giving rise to macroeconomic developments which are adversely affecting, or have the potentialimbalances
adversely to affect, the proper functioning of the economy of a Member State or of economic and monetary union, or of the Union as a whole.

Scoreboard: the scoreboard including indicators shall be used as a . It shall betool to facilitate early identification and monitoring of imbalances
made up of a  for Member States. It shall allow for thesmall number of measurable and available macroeconomic and macrofinancial indicators
early identification of macroeconomic imbalances that emerge over both the short-term as well as imbalances that arise due to structural and
long-term trends. It shall inter alia encompass indicators which are useful in the early identification of:

internal imbalances, including those that can arise from public and private indebtedness, financial and asset market developments
including housing, the evolution of private sector credit flow and the evolution of unemployment;
external imbalances, including those that can arise from the evolution of current account and net investment positions of Members
States, real effective exchange rates, export market shares and changes in price and cost developments as well as non-price
competitiveness, taking into account the different components of productivity.

In undertaking its  in the alert mechanism, the Commission shall pay close attention to developments ineconomic reading of the scoreboard
the real economy including economic growth, employment and unemployment performance, nominal and real convergence inside and outside
the euro area, productivity developments and its relevant drivers such as R&D and foreign/domestic investment, as well as sectoral
developments including energy, which affect GDP and current account performance.

In developing the scoreboard due consideration should also be given to catering for , includingheterogeneous economic circumstances
catching-up effects.

The work of the European Systemic Risk Board shall be taken into due consideration in the drafting of indicators relevant to financial market
stability. The Commission shall invite the European Systemic Risk Board to provide its views regarding draft indicator, relevant to financial
market stability

The appropriateness of the scoreboard, including the composition of indicators, the thresholds set and the methodology used, are to be
assessed on a regular basis and adjusted or modified when necessary.

Alert mechanism: the alert mechanism is designed to facilitate the early identification and monitoring of imbalances.

The Commission shall prepare an  based on a scoreboard with a setannual report containing a qualitative economic and financial assessment
of indicators compared to the indicative thresholds. The report including the values of the indicators of the scoreboard shall be made public.

Conclusions shall not be drawn from a mechanical reading of the scoreboard indicators. The assessment shall take into account the evolution
of imbalances in the Union and the euro area. The report shall also indicate whether the crossing of thresholds in one or more Member States
signifies the possible emergence of imbalances. The assessment of Member States showing large current account deficits may differ from that
of Member States that accumulate large current account surpluses.

In-depth review: taking due account of the discussions in the Council and the Euro Group, or in the event of unexpected, significant economic
developments that require urgent analysis for the purpose of this Regulation, the Commission shall prepare an in-depth review for each
Member State it considers may be affected by, or may be at risk of, being affected by imbalances.

According to the Parliament, the in-depth review shall build on , including the differentdetailed analysis of country-specific circumstances
starting positions across Member States. It shall study a broad range of economic variables and involve the use of analytical tools and
qualitative information of country specific nature. It shall acknowledge the national specificities regarding industrial relations and social
dialogue.

The in-depth review shall include an evaluation of whether the Member State in question is affected by imbalances, and of whether these
imbalances constitute excessive imbalances. It will study the origin of the detected imbalances against the background of prevailing economic



circumstances, including the deep trade and financial inter-linkages between Member States and the spillover effects of national economic
policies. The review will analyse relevant developments related to the Union strategy for growth and jobs. It shall also consider the relevance
of economic developments in the Union and the euro area as a whole.

Furthermore, the Commission shall give due consideration to any other information, which in the opinion of the Member State concerned are
, and which the Members State has put forward.relevant

Preventive action: if, on the basis of its in-depth review, the Commission considers that a Member State is experiencing imbalances, it shall
inform the Council and the Euro Group accordingly and the European Parliament. The Council, on a recommendation from the Commission,
may address the necessary recommendations to the Member State concerned. The Council shall inform the European Parliament of the
recommendation. The Council recommendation shall be made public.

Opening of the excessive imbalance procedure: if on the basis of the in-depth review, the Commission considers that the Member State
concerned is affected by excessive imbalances, it shall inform the Council and the Euro Group accordingly and the European Parliament as
well as the relevant European Supervisory Authorities and the European Systemic Risk Board, which is invited to take the steps it deems
necessary.

The Council, on a recommendation from the Commission, may adopt recommendation in accordance with Article 121(4) of the Treaty
declaring the existence of an excessive imbalance and recommending the Member State concerned to take corrective action.

Corrective action plan: the corrective action plan shall take into account the economic and social impact of these policy actions and shall be
consistent with the Broad Economic Policy Guidelines and the Employment Guidelines. If the actions taken or envisaged in the corrective
action plan or their timetable for implementation are considered insufficient, on the basis of a Commission recommendation, the Council shall
adopt a recommendation to the Member State to submit a new corrective action plan within two months as a rule.

Assessment of corrective action: on the basis of a Commission report, the Council shall assess whether the Member State concerned has
taken the recommended corrective action. Where it considers that the Member State has not taken the recommended corrective action, the
Council, on a recommendation from the Commission, shall adopt a decision declaring non-compliance and a recommendation setting new
deadlines for taking corrective action In this case, the European Council shall be informed and the conclusions of the surveillance missions will
be made public.

The recommendation on declaring non-compliance by the Commission shall be deemed adopted by the Council unless it decides, by qualified
majority to reject the recommendation within ten days of the Commission adopting it. The Member State concerned may request that meeting
of the Council be convened to take a vote on the decision.

Closing of the excessive imbalance procedure: the Council shall abrogate recommendations on a recommendation from the Commission as
soon as it considers that the Member State is no longer affected by excessive imbalances and shall make a public statement reflecting that
fact.

Surveillance missions: the Commission shall ensure a permanent dialogue with the authorities of the Member States in accordance with the
objectives of this Regulation. To that end, the Commission shall, in particular carry out missions for the purpose of the assessment of the
actual economic situation in the Member State and the identification of any risks or difficulties in complying with the objectives of this
Regulation.

Enhanced surveillance may be undertaken for Member States which are the subject of a recommendation on the existence of an excessive
imbalance position.

When the Member State concerned is a Member State whose currency is the euro or participating in ERM II, the Commission may invite
representatives of the European Central Bank, if appropriate, to participate in surveillance missions.

Economic Dialogue:inorder to enhance the dialogue between the Union institutions, in particular the European Parliament, the Council and the
Commission, and to ensure greater transparency and accountability,  may invite thethe competent committee of the European Parliament
President of the Council, the Commission and, where appropriate, the President of the European Council or the President of the Euro Group to
appear before the committee to discuss.

The competent committee of the European Parliament may offer the opportunity to the Member State concerned by Council recommendation
or decision to participate in an exchange of views.

Review: within three years after the entry into force of this Regulation and every five years thereafter, the Commission shall publish a report on
the application of this Regulation.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The European Parliament adopted by 554 votes to 90 with 21 abstentions, a legislative resolution on the proposal for a regulation of the
European Parliament and of the Council on the prevention and correction of macroeconomic imbalances.

The report had been returned to the competent committee for re-consideration on 23 June 2011.

Parliament adopted its position on first reading in accordance with the ordinary legislative procedure. The amendments adopted in plenary are
the result of a compromise negotiated between Parliament and Council. The Commission?s proposal was amended as follows:

Subject matter: the text clarifies that the Regulation sets out detailed rules for the detection of macroeconomic imbalances, as well as
the prevention and correction of excessive macroeconomic imbalances within the Union.

The application of the Regulation shall fully respect Article 152 TFEU and the recommendations issued under the Regulation shall respect
national practices and institutions for wage formation. It shall take into account the Charter of Fundamental Rights of the European Union, and
accordingly shall not affect the right to negotiate, conclude and enforce collective agreements and to take collective action in accordance with
national law and practices.

The term ? ? shall mean any trend giving rise to macroeconomic developments which are adversely affecting, or have the potentialimbalances



adversely to affect, the proper functioning of the economy of a Member State or of economic and monetary union, or of the Union as a whole.

Scoreboard: the scoreboard including indicators shall be used as a . It shall betool to facilitate early identification and monitoring of imbalances
made up of a small number of  relevant, practical, simple, measurable and available macroeconomic and macrofinancial indicators for Member
States. It shall allow for the early identification of macroeconomic imbalances that emerge over both the short-term as well as imbalances that
arise due to structural and long-term trends. It shall inter alia encompass indicators which are useful in the early identification of:

internal imbalances, including those that can arise from public and private indebtedness, financial and asset market developments
including housing, the evolution of private sector credit flow and the evolution of unemployment;
external imbalances, including those that can arise from the evolution of current account and net investment positions of Members
States, real effective exchange rates, export market shares and changes in price and cost developments as well as non-price
competitiveness, taking into account the different components of productivity.

In undertaking its  in the alert mechanism, the Commission shall pay close attention to (i) developments ineconomic reading of the scoreboard
the real economy including economic growth, employment and unemployment performance; (ii) nominal and real convergence inside and
outside the euro area; (iii) productivity developments and its relevant drivers such as R&D and foreign/domestic investment, as well as (iv)
sectoral developments including energy, which affect GDP and current account performance.

In developing the scoreboard due consideration should also be given to catering for heterogeneous economic circumstances, including
catching-up effects.

The appropriateness of the scoreboard, including the composition of indicators, the thresholds set and the methodology used, are to be
assessed on a regular basis and adjusted or modified when necessary.

Alert mechanism: the alert mechanism is designed to facilitate the early identification and monitoring of imbalances.

The Commission shall prepare an  based on a scoreboard with a setannual report containing a qualitative economic and financial assessment
of indicators compared to the indicative thresholds. The report including the values of the indicators of the scoreboard shall be made public.

Conclusions shall not be drawn from a mechanical reading of the scoreboard indicators. The assessment shall take into account the evolution
of imbalances in the Union and the euro area. The report shall also indicate whether the crossing of thresholds in one or more Member States
signifies the possible emergence of imbalances. The assessment of Member States showing large current account deficits may differ from that
of Member States that accumulate large current account surpluses.

In-depth review: taking due account of the discussions in the Council and the Euro Group, or in the event of unexpected, significant economic
developments that require urgent analysis for the purpose of this Regulation, the Commission shall prepare an in-depth review for each
Member State it considers may be affected by, or may be at risk of, being affected by imbalances.

The in-depth review shall build on detailed analysis of country-specific circumstances, including the different starting positions across Member
States; it shall study a broad range of economic variables and involve the use of analytical tools and qualitative information of country specific
nature. It shall acknowledge the national specificities regarding industrial relations and social dialogue.

Furthermore, the Commission shall give due consideration to any other information, which in the opinion of the Member State concerned are
relevant, and which the Members State has put forward.

The in-depth review shall include an evaluation of whether the Member State in question is affected by imbalances, and of whether these
imbalances constitute excessive imbalances. It will study the origin of the detected imbalances against the background of prevailing economic
circumstances, including the deep trade and financial inter-linkages between Member States and the spillover effects of national economic
policies. The review will analyse relevant developments related to the Union strategy for growth and jobs. It shall also consider the relevance
of economic developments in the Union and the euro area as a whole. It shall take into account, in particular:

The in-depth review: (i) will study the origin of the detected imbalances against the background of prevailing economic circumstances,
including the deep trade and financial inter-linkages between Member States and the spillover effects of national economic policies; (ii
analyse relevant developments related to the Union strategy for growth and jobs; (iii) consider the relevance of economic
developments in the Union and the euro area as a whole.
The in-depth review shall be made public, and the Commission shall inform the Council and the European Parliament about the
results of the in-depth review.

Preventive action: if, on the basis of its in-depth review, the Commission considers that a Member State is experiencing imbalances, it shall
inform the Council and the Euro Group and the European Parliament. The Council, on a recommendation from the Commission, may address
the necessary recommendations to the Member State concerned. The Council shall inform the European Parliament of the recommendation.
The Council recommendation shall be made public.

Opening of the excessive imbalance procedure: if, on the basis of the in-depth review, the Commission considers that the Member State
concerned is affected by excessive imbalances, it shall inform the Council and the Euro Group accordingly and the European Parliament. The
Commission shall also inform the relevant European Supervisory Authorities and the European Systemic Risk Board, which is invited to take
the steps it deems necessary.

The Council, on a recommendation from the Commission, may adopt recommendation in accordance with Article 121(4) of the Treaty
declaring the existence of an excessive imbalance and recommending the Member State concerned to take corrective action.

The recommendation shall set out the nature and implications of the imbalances and specify a set of policy recommendations to be
followed and the deadline within which the Member State concerned must submit a corrective action plan.

Corrective action plan: the corrective action plan shall take into account the economic and social impact of the policy actions and shall be
consistent with the Broad Economic Policy Guidelines and the Employment Guidelines.

If considered sufficient, on the basis of a Commission recommendation, the Council shall endorse it through a recommendation that
lists the required specific actions and the deadlines for taking them and establish a timetable for surveillance paying due attention to
the transmission channels and recognising that there may be long lags between the adoption of the corrective action and the actual
resolution of imbalances.



If the actions taken or envisaged in the corrective action plan or their timetable for implementation are considered insufficient, on the
basis of a Commission recommendation, the Council shall adopt a recommendation to the Member State to submit a new corrective
action plan within two months as a rule. The new corrective action plan shall be examined within two months.

The Commission may carry out  to the Member State concerned to monitor implementation of the correctiveenhanced surveillance missions
action plan, in liaison with the ECB when those missions concern Member States whose currency is the euro or Member States participating in
ERM II. Social partners and other national stakeholders shall therefore, where appropriate, be involved in the dialogue.

Assessment of corrective action: on the basis of a Commission report, the Council shall assess whether the Member State concerned has
taken the recommended corrective action in accordance with the recommendation issued. Where it considers that the Member State has not
taken the recommended corrective action, the Council, on a recommendation from the Commission, shall adopt a decision declaring
non-compliance and a recommendation setting new deadlines for taking corrective action. The recommendation on declaring non-compliance
by the Commission shall be deemed adopted by the Council unless it decides, by qualified majority, to reject the recommendation within ten
days of the Commission adopting it. The Member State concerned may request that a meeting of the Council be convened to take a vote on
the decision.

Closing of the excessive imbalance procedure: the Council shall abrogate recommendations issued on a recommendation from the
Commission as soon as it considers that the Member State is no longer affected by excessive imbalances as outlined in the recommendation
referred and shall make a public statement reflecting that fact.

Surveillance missions: the Commission shall ensure a permanent dialogue with the authorities of the Member States.   To that end, it shall, in
particular carry out missions for the purpose of the assessment of the actual economic situation in the Member State and the identification of
any risks or difficulties in complying with the objectives of the Regulation. Enhanced surveillance may be undertaken for Member States which
are the subject of a recommendation on the existence of an excessive imbalance position. When the Member State concerned is a Member
State whose currency is the euro or participating in ERM II, the Commission may invite representatives of the European Central Bank, if
appropriate, to participate in surveillance missions.

Economic Dialogue: in order to enhance the dialogue between the Union institutions, in particular the European Parliament, the Council and
the Commission, and to ensure greater transparency and accountability,  may invite thethe competent committee of the European Parliament
President of the Council, the Commission and, where appropriate, the President of the European Council or the President of the Euro Group to
appear before the committee to discuss matters including the results of multilateral surveillance carried out under the  Regulation.

The competent committee of the European Parliament may offer the opportunity to the Member State concerned by the Council
recommendation or decision

The Commission and the Council shall regularly inform the European Parliament of the results of the application of this Regulation to
participate in an exchange of views.

Review and report: within three years after the entry into force of the Regulation and every five years thereafter, the Commission shall publish
a report on the application of the Regulation.  Where appropriate, this report shall be accompanied by a proposal for amendments to this
Regulation.

The Commission shall annually report on the application of the Regulation including the updating of the scoreboard and shall present it to the
Council and the European Parliament in the context of the European Semester.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

PURPOSE: to strengthen economic governance in the EU  and more specifically in the euro area  as part of the EU's response to the current
difficulties on sovereign debt markets ( ).prevention and correction of macroeconomic imbalances

LEGISLATIVE ACT: Regulation (EU) No 1176/2011 of the European Parliament and of the Council on the prevention and correction of
macroeconomic imbalances.

CONTENT: on the basis of a compromise reached with the European Parliament, the Council adopted a package of six legislative proposals
(six-pack) aiming to strengthen economic governance in the EU  and more specifically in the euro area.

The measures set out to ensure the degree of coordination necessary to avoid the accumulation of excessive imbalances and to ensure
sustainable public finances. This will help the EU's monetary union to function properly in the long term.

They consist of:

a  regulation amending regulation 1466/97 on the surveillance of Member States budgetary and economic policies;
a  regulation amending regulation 1467/97 on the EU's excessive deficit procedure;
a  regulation on the enforcement of budgetary surveillance in the euro area;
a regulation on the prevention and correction of macroeconomic imbalances;
a  regulation on enforcement measures to correct excessive macroeconomic imbalances in the euro area;
a  directive on requirements for the Member States' budgetary frameworks.

The main elements of this Regulation are as follows:

Scope: beyond budgetary surveillance, the legislative package is aimed at broadening the surveillance of the Member States' economic
. It establishes a mechanism for the prevention and correction of excessive macroeconomic imbalances, made up of two regulationspolicies

which outline an "excessive imbalance procedure" and introduce the possibility of fines being imposed on Member States found to be in an
"excessive imbalance position" and repeatedly failing to comply with recommendations.

Detection of imbalances: the starting point of the new framework is an alert mechanism for the early detection of imbalances, which will be
assessed using a "scoreboard" of economic indicators. This will be followed by country-specific qualitative expert analysis.

Scoreboard: the scoreboard comprising the set of indicators, shall be used as a tool to facilitate early identification and monitoring of

http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=EN&procnum=COD/2010/0280
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=EN&procnum=CNS/2010/0276
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=EN&procnum=COD/2010/0278
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=EN&procnum=COD/2010/0279
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=EN&procnum=NLE/2010/0277


imbalances. It shall comprise a small number of relevant, practical, simple, measurable and available macroeconomic and macrofinancial
indicators for Member States. It shall allow for the early identification of macroeconomic imbalances that emerge in the short-term and
imbalances that arise due to structural and long-term trends. It shall encompass indicators which are useful in the early identification of:

(a) internal imbalances, including those that can arise from public and private indebtedness; financial and asset market developments,
including housing; the evolution of private sector credit flow; and the evolution of unemployment;

(b) external imbalances, including those that can arise from the evolution of current account and net investment positions of Member States;
real effective exchange rates; export market shares; changes in price and cost developments; and non-price competitiveness, taking into
account the different components of productivity.

The Regulation stipulates that conclusions shall not be drawn from a mechanical reading of the scoreboard indicators. In undertaking its
economic reading of the scoreboard in the alert mechanism, the Commission shall pay close attention to developments in the real economy,
including economic growth, employment and unemployment performance, nominal and real convergence inside and outside the euro area,
productivity developments and its relevant drivers such as research and development and foreign and domestic investment, as well as sectoral
developments including energy, which affect GDP and current account performance.

The indicators and thresholds should be adjusted when necessary, in order to adapt to the changing nature of macroeconomic imbalances
due, inter alia, to evolving threats to macroeconomic stability, and in order to take into account the enhanced availability of relevant statistics.

In-depth review: the Commission shall undertake an in-depth review for each Member State that it considers may be affected by, or may be at
risk of being affected by, imbalances. The in-depth review shall build on a detailed analysis of country-specific circumstances, including the
different starting positions across Member States; it shall examine a broad range of economic variables and involve the use of analytical tools
and qualitative information of country-specific nature. It shall acknowledge the national specificities regarding industrial relations and social
dialogue. The Commission shall inform the European Parliament and the Council of the results of the in-depth review and shall make them
public.

Preventive action: if, on the basis of its in-depth review, the Commission considers that a Member State is experiencing imbalances, it shall
inform the Council and the Euro Group and the European Parliament. The Council, on a recommendation from the Commission, may address
the necessary recommendations to the Member State concerned. The Council shall inform the European Parliament of the recommendation.

Opening of the excessive imbalance procedure: if, on the basis of the in-depth review, the Commission considers that the Member State
concerned is affected by excessive imbalances, it shall inform the European Parliament, the Council and the Eurogroup accordingly. Any
Member State for which an excessive imbalance procedure is opened shall submit a  within a certain deadline. If thecorrective action plan
Council decides that the member state concerned has taken appropriate action, the procedure will be held in abeyance, and can be closed if
the Council concludes that the imbalance is no longer considered to be excessive. On the other hand, repeated non-compliance with the
recommendations can in the case of euro area Member States eventually lead to .sanctions

Economic Dialogue: in order to enhance the dialogue between the Union institutions, in particular the European Parliament, the Council and
the Commission, and to ensure greater transparency and accountability,  may invite thethe competent committee of the European Parliament
President of the Council, the Commission and, where appropriate, the President of the European Council or the President of the Euro Group to
appear before the committee to discuss matters including the results of multilateral surveillance carried out under the  Regulation.

The competent committee of the European Parliament may offer the opportunity to participate in an exchange of views to the Member State
which is the subject of a Council recommendation or decision.

Review: by 14 December 2014 and every 5 years thereafter, the Commission shall review and report on the application of this Regulation. The
report shall evaluate, inter alia: (a) the effectiveness of this Regulation; (b) the progress in ensuring closer coordination of economic policies
and sustained convergence of economic performances of the Member States in accordance with the TFEU. Where appropriate, those reports
shall be accompanied by a proposal for amendments to this Regulation.

The Commission shall report annually on the application of this Regulation, including the updating of the scoreboard and shall present its
findings to the European Parliament and to the Council in the context of the European Semester.

ENTRY INTO FORCE: 13/12/2011.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presents its Alert Mechanism Report, which is prepared in accordance with Articles 3 and 4 of the Regulation No 1176/2011
of the European Parliament and of the Council on the prevention and correction of macro-economic imbalances. This marks the first step in
implementing the new surveillance procedure for the prevention and correction of macroeconomic imbalances (the Macroeconomic Imbalance
Procedure  MIP). The report also contains the final design of the scoreboard of indicators. 

Surveillance to prevent and correct macroeconomic imbalances under the MIP is a new instrument of the strengthened framework for
economic governance in the EU. It was adopted as part of the 'six-pack' governance package, which also provides for a significant
reinforcement of surveillance on fiscal policies.

The Scoreboard: the scoreboard has been established by the Commission and is made up of ten indicators with a view to monitor external
imbalances, competitiveness and internal imbalances, including housing markets and indebtedness.

Currently, the design of the scoreboard is as follows:

External imbalances and competitiveness

 ·        3 year average of the current account balance as a percentage of GDP, with a threshold of +6% and - 4% of GDP;

 ·        net international investment position (NIIP) as a percentage of GDP, with a threshold of -35%; the NIIP shows the difference between
a country's external financial assets and its external financial liabilities;

 ·        5 year percentage change of export market shares measured in values, with a threshold of -6%;



 ·        3 year percentage change in nominal unit labour cost (ULC), with thresholds of +9% for euro area countries and +12% for non-euro
area countries;

 ·              3 year percentage change of the real effective exchange rates (REER) based on HICP deflators, relative to 35 other industrial
countries, with thresholds of -/+5% for euro-area countries and -/+11% for non-euro-area countries; the REER shows price
competitiveness relative to the main trading partners.

Internal imbalances

 ·        private sector debt as a percentage of GDP with a threshold of 160%;

 ·        private sector credit flow as a percentage of GDP with a threshold of 15%;

 ·        year-on-year changes in deflated house prices, with a threshold of 6%;

 ·        public sector debt as a percentage of GDP with a threshold of 60%;

 ·        3-year average of unemployment rate, with a threshold of 10%.

Main findings

An adjustment of macroeconomic imbalances is underway in many Member States, especially those which have/had high external deficits and
large imbalances in household and/or corporate balance sheets and in their public sectors. This process still has some way to go, and has led
in a number of Member States to a significant rise in unemployment levels and a reduction in the level of economic activity in the short term.
Reforms promoting productivity growth will have particular relevance for Member States suffering from macroeconomic imbalances due to their
positive impact on potential output and adjustment capacity. In the current environment, the risks of new demand-led imbalances emerging are
generally low, although pressures on asset markets could re-emerge once growth resumes. 

Countries not examined under MIP: given that programme countries are already under enhanced economic surveillance of their economic
situation and policies, they are not examined under the macroeconomic imbalances procedure. This concerns Greece, Ireland, Portugal and

. Latvia is under post programme surveillance as the balance of payment assistance programme expired on 19 January 2012 and isRomania
therefore examined in this report.

Member States identified for further analysis: on the basis of the economic reading of the scoreboard, the Commission considers that further
in-depth analysis is warranted to closer examine issues involving several Member States. The broad approach reflects the fact that this is the
first application of surveillance under this procedure and that it therefore has to cater also for the adjustment to previously accumulated
imbalances. The Member States concerned are: Belgium, Bulgaria, Denmark, Spain, France, Italy, Cyprus, Hungary, Slovenia, Finland,
Sweden and the United Kingdom. 

These Members States have different challenges and potential risks including spillover effects. Some Member States need to correct
accumulated imbalances on both the internal and external side. They will have to reduce high levels of overall indebtedness and regain
competitiveness so as to improve their growth prospects and export performance. In-depth analysis will help to assess the drivers of
productivity, competitiveness and trade developments as well as the implications of the accumulated level of indebtedness and the degree of
related imbalances in several Member States. Some countries are experiencing rapid adjustment partly due to catching-up effects and these
developments may require a closer examination. Despite overall good macroeconomic performance some countries display developments in
asset markets, including in particular housing, and a continuous build-up of indebtedness in the private sector, which also warrant further
analysis. 

Surpluses: the economic reading of the scoreboard indicators points to the need for further horizontal analysis on the drivers and policy
implications of large and sustained current account surpluses, especially in some euro area Member States. The Commission notes the
Member States that continue to record persistent current account surpluses: Luxembourg and Sweden exceed the indicative threshold of 6%,

 The Commission's 2011 autumn forecast points to some further narrowing of currentwhile Germany and the Netherlands are just below it. 
account positions over next two years, although the reductions in deficits are likely to be mild in most cases, while in the Netherlands, for
example, surpluses are set to increase.

The Commission will undertake further assessment of the divergence in economic performance across Member States, including exploring
 and examine ways for further re-balancing at the level of the euro areatrade and financial interlinkages between deficit and surplus countries

and within the global context.  It will also assess the role played by structural factors, including the functioning of services markets, through
their impact on domestic consumption and investment, as a driver of sustained surpluses and thus pointing towards the necessary policy
guidance. In this context the Commission will also study further the role played by catching-up effects. 

In the context of multilateral surveillance, the Commission invites the Council and the Euro Group to discuss this report. The Commission is
also looking forward to feedback from the European Parliament and other stakeholders.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presents a Staff Working Document on completing the scoreboard for the Macroeconomic Imbalance procedure (MIP)
through the development of a Financial Sector Indicator. It recalls that in December 2011, the '6-pack' entered into force, including Regulation
(EU) No 1176/2011 setting up the MIP1. In February 2012, the first step in the MIP was taken, when the Commission adopted and published
the first Alert Mechanism Report (AMR). The AMR of February 2012 was based on a scoreboard established by the Commission in line with
Article 4 of Regulation (EU) No 1176/2011. The scoreboard consisted of ten indicators covering the wide scope of surveillance under the MIP.

Although the first MIP scoreboard captured a number of financial issues (like the private sector credit flow, the private sector debt and the
public sector debt) the European Parliament and the Council supported the Commission's intention to add to the scoreboard, in time for the
second round of MIP, an additional indicator aimed at better capturing the links between the real economy and the financial sector.
Accordingly, the Commission proposes to include in the scoreboard the growth rate of financial sector liabilities, while retaining the leverage

 In the technical discussion, thisindicator among the set of reading indicators, thus taking into account both in the overall economic reading.
option was supported by a vast majority of Member States' experts. It envisaged complementing this indicator with a debt-to-equity ratio



indicator in the second layer of reading indicators: the debt-to-equity ratio indicator shows the relative proportion of shareholders' equity and
debt used to finance assets.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presents the , prepared in accordance with Articles 3 and 4 of the Regulation (EU) No2013 Alert Mechanism Report
1176/2011 on the prevention and correction of macroeconomic imbalances. This is the  that  second Alert Mechanism Report initiates the

.Macroeconomic Imbalance Procedure (the MIP) for the 2013 European Semester

The Commission recalls that, in December 2011, the "6-pack" entered into force, including  Regulations (EU) No 1176/2011 and 1174/2011
setting up the Macroeconomic Imbalance Procedure (the MIP). Surveillance on imbalances under the MIP forms part of the 'European
Semester, which takes an integrated and forward-looking approach to macroeconomic surveillance. The MIP was fully implemented for the
first time in 2012. On 14 February 2012, the first step in the MIP was taken when the Commission published the first Alert Mechanism Report (

). On 30 May 2012 in-depth reviews for 12 Member States were published and concluded on theplease see the summary of that date
existence of macroeconomic imbalances in the 12 Member States reviewed. Appropriate policy responses to the identified imbalances were
integrated in the set of country-specific recommendations issued by the Council in July under the European Semester.

Progress in rebalancing and correction of imbalances: EU economies continue to face large challenges to correct the external and internal
imbalances accumulated in the pre-crisis period.

Several Member States face deleveraging pressures in the private and public sector. These pressures reflect the unwinding of accumulated
financial imbalances, which are linked to previous unsustainable expenditure and debt levels. The simultaneous deleveraging is weighing on

, as spending is reduced and income is directed to debt repayment, while the , to be complete andgrowth correction of the external deficits
sustainable, requires further improvement in relative competitiveness, including through the reductions in costs and increases in productivity. 
This adjustment of accumulated internal and external imbalances is expected to be a protracted process shaping the economic landscape for

 and framing the surveillance under the MIP. The current growth conditions, including the outlook for next year, areseveral years to come
considerably weaker than forecast at the time of the previous Alert Mechanism Report earlier this year, but progress in re-balancing will open
up the way for growth and convergence.

There are positive signs that the rebalancing in the EU economies is progressing, as evidenced by the latest Commission forecasts. The
reform efforts appear to bear fruit, and not only in programme countries. Current account deficits are coming down in the countries with the
largest external imbalances, supported by gains in competitiveness. However, the necessary adjustment for some countries with large current

 and needs to be supported by the implementation of the productivity-enhancing structural reforms agreedaccount deficits is still considerable
in the context of the economic adjustment programmes and in the country-specific recommendations. Further intra-euro area (and intra EU)
rebalancing would benefit from dynamic domestic demand and wage developments in the surplus countries.

Scoreboard: the report contains  but notes that the commentaries do not covercounty-specific commentaries on the reading of the scoreboard
Member States that are subject to surveillance under economic adjustment programmes supported by official financing. This concerns Greece,
Ireland and Portugal in the euro-area and Romania outside the euro area.

The MIP Scoreboard - established and made public by the Commission in line with Regulation No 1176/2011  aims to allow for an early
identification of imbalances. This year,  has been added to the scoreboard, followingan indicator on the growth rate of financial sector liabilities
calls from the Council and Parliament for the financial sector to be better taken into account.

As regards the , the report includes the following specific observations:various areas covered by the scoreboard

the rebalancing of  is progressing in the euro area and the EU. Nonetheless, the external adjustment incurrent account positions
current account deficits is not yet sufficient to ensure sustainable and sound external debt positions;
export performance has been improving slightly in a context of weaker global demand;
price and non-price competitiveness developments have contributed positively to unwinding external imbalances. So far, gains in price
competitiveness have taken place predominantly in Member States with large imbalances, sparked by intense market pressure;
deleveraging pressures in the private sector persist in many Member States;
lending to the private sector remains weak and private credit flows are subdued. Complex sectoral inter-linkages among the public,
banking and private sectors often add to the underlying imbalances;
housing markets are still in correction mode with different implications according to the dynamics of the construction sector;
the on-going adjustment to imbalances is necessary but is costly in the short term and has resulted in higher .unemployment

The report also notes that the assessment of the potential existence or the risk of imbalances in Member States does not derive from a
mechanical application of the scoreboard indicators. The scoreboard is complemented by additional information and indicators taking due
account of country-specific circumstances and institutions, and considering also the conclusions in the in-depth reviews of May 2012.

Assessment: the second implementation of the Macroeconomic Imbalance Procedure takes place against the background of continued
financial tensions, uncertainty and low growth prospects. The report notes that macroeconomic imbalances like large and persistent external
deficits and surpluses, losses in competitiveness, and the build-up of private and public indebtedness have contributed to aggravate the crisis.

The unwinding of imbalances shapes the economic landscape. Member States continue to adjust to the impact of the crisis, although their
individual challenges and spill-overs differ in terms of scope and severity. As the  explains, in addition toCommission's Annual Growth Survey
correcting significant imbalances that built up over previous years, the Union and Member States are also dealing with the interrelated
challenges of tackling low growth and high unemployment, ensuring sustainable public finances and restoring stability to the financial system.
A well-functioning Single Market also contributes to improve the growth potential and the unwinding of imbalances.

An adjustment of macroeconomic imbalances is underway in many Member States, especially those which have had high external deficits and
large imbalances in household and/or corporate balance sheets and in their public sectors. This process still has some way to go, and has led
in a number of Member States to a significant rise in unemployment levels and a reduction in the level of economic activity in the short term.

In the previous round, the Commission identified twelve Member States warranting an in- depth analysis and in all these cases the existence
of imbalances under the preventive arm of MIP was confirmed. The broad approach taken reflected the fact that last year was the first

http://www.eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2012:0750:FIN:EN:PDF


application of surveillance under this procedure and that it, therefore, had to cater also for the adjustment to previously accumulated
imbalances. Some Member States need to correct accumulated imbalances on both the internal and external side. They will have to reduce
high levels of overall indebtedness and regain competitiveness so as to improve their growth prospects and export performance. In-depth
analysis will help to assess the drivers of productivity, competitiveness and trade developments as well as the implications of the accumulated
level of indebtedness and the degree of related imbalances in several Member States. Some countries are experiencing rapid adjustment
partly due to catching-up effects and these developments also require a closer examination.

Given the conclusions in May 2012 on the existence of macroeconomic imbalances, and the updated scoreboard, the Commission considers
that it is  necessary to analyse in further detail developments in the accumulation and unwinding of imbalances and the related risks in 14
Member States: Belgium, Bulgaria, Denmark, Spain, France, Italy, Cyprus, Hungary, Malta, Netherlands, Slovenia, Finland, Sweden and the
United Kingdom.

The 14 Members States for which the Commission intends to initiate an in-depth review have different challenges and potential risks including
spill-over effects. The in-depth reviews will contribute to assess risks involved, which of these Member States have imbalances or excessive
imbalances, and progress in unwinding imbalances.

In the context of multilateral surveillance and in line with Article 3(5) of the Regulation, the Commission invites the Council and the Euro Group
to discuss this report. The Commission is also looking forward to feedback from the European Parliament and other stakeholders. Taking into
account these discussions, the Commission will start to prepare in-depth reviews for the relevant Member States.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presents a report on the Macroeconomic Imbalances Procedure (MIP) established under Regulation (EU) No 1176/2011 to
help detect, prevent and correct problems in Member States economies at an earlier stage The MIP  together with the reinforced Stability and
Growth Pact, with its focus on sustainable public finances  is at the heart of the EUs strengthened economic governance.

The new EU economic governance tools are designed to help governments to pick up underlying problems and to address them without delay,
pursuing appropriate and country specific policies within a wider European framework. This approach that underpinned the Commission's
2013 Annual Growth Survey at the start of this third cycle of the European Semester of economic policy coordination. As part of this process in
its , the Commission  on the basis of aAlert Mechanism Report screened all Member States for possible macroeconomic imbalances
scoreboard of indicators as part of the Macroeconomic Imbalances Procedure. As a result, fourteen Member States were selected for further
in-depth reviews.

Based on the analysis presented the in-depth reviews (IDR), the Commission has identified imbalances in all countries selected in the Alert
Mechanism Report: Belgium, Bulgaria, Denmark, Spain, France, Italy, Hungary, Malta, the Netherlands, Slovenia, Finland, Sweden and the
United Kingdom).

The report summarises the broad conclusions that can be drawn from this analysis and presents the main findings country by country.

The  illustrate certain points.IDRs

 ·        The adjustment of external positions is underway, although the high level of net external liabilities continues to make several Member
States vulnerable.

 ·        In spite of improvements in export performance, which result from gains in cost-competitiveness, several Member States need to 
, both inside the Internal market and globally.step up efforts to boost or regain competitiveness

  ·              Non-cost competitiveness factors remain crucial, for example action is needed on export composition and technological content,
geographical diversification of exports, firms' structure, the imported contents of exports, the role of intermediary inputs, and
investment in R&D and innovation.

  ·              Deleveraging is occurring in the private sector of several economies, but  and the deleveragingprivate debt levels remain high
pressures remain strong.

 ·              Housing markets are in the adjustment phase in a number of countries which experienced pre-crisis housing booms. Further
 against a background of a still vulnerable banking sector, tightened credit conditionsdownward adjustments cannot be excluded,

and economic uncertainty.

Spain and Slovenia: the Commission's analysis leads it to conclude that in  while in a still manageable position, excessiveSlovenia,
macroeconomic imbalances are quickly building up. Slovenia should now proceed swiftly and decisively by completing the reforms it has
started and include comprehensive and detailed policy measures in its forthcoming National Reform Programme and Stability Programme, in
order to halt and reverse this trend.

Despite significant progress in 2012, . Spain should maintain the reform momentum bySpain still has excessive macroeconomic imbalances
including comprehensive and detailed policy measures in its forthcoming National Reform Programme and Stability Programme.

The Commission is ready to cooperate closely and swiftly with these two Member States in preparing this response, in full respect of national
processes and with an appropriate involvement of domestic stakeholders. These policy packages will be assessed as part of the European

 to determine whether they are adequate in view of the challenges. Based on this assessment, the Commission will consider whetherSemester
further steps are needed under the Excessive Imbalance Procedure.

Remaining 11 Member States: the Commission also expects the eleven other Member States experiencing imbalances that are not found to
be excessive, namely Belgium, Bulgaria, Denmark, France, Italy, Hungary, Malta, the Netherlands, Finland, Sweden and the United Kingdom,
to . Ontake the findings of the in-depth reviews into account in their National Reform Programmes and Stability and Convergence Programmes
this basis and in the context of the European Semester, the Commission will make policy recommendations for the correction of these
imbalances and the prevention of new ones on 29 May. On the basis of actual data for 2012 validated by Eurostat and the Commission
services' Spring 2013 Forecast, the Commission will also reassess the situation under the on-going excessive deficit procedures and, where
necessary, adopt the appropriate recommendations to the Council.

http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=en&reference=2010/0281(OLP)
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=EN&reference=2012/2150(INI)
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=EN&reference=2012/2150(INI)


Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presents the 2014 Alert Mechanism Report, in accordance with Regulation (EU) No 1176/2011 on the prevention and
correction of macroeconomic imbalances.

Background: the ,Alert Mechanism Report (AMR) is the starting point of the yearly cycle of the Macroeconomic Imbalance Procedure (MIP)
which aims at identifying and addressing imbalances that hinder the smooth functioning of the EU economies and may jeopardise the proper
functioning of the Economic and Monetary Union. The AMR identifies the Member States for which further analysis (in the form of an in-depth
review) is necessary in order to decide whether an imbalance in need of policy action exists.

This report initiates the . The implementation of the MIP isthird round of implementing the macroeconomic imbalance procedure (MIP)
embedded in the European Semester,' with the aim of ensuring consistency with other economic surveillance tools. The Annual Growth

 (AGS), which is adopted at the same time of this report, elaborates on the interlinkages between the correction of macroeconomicSurvey
imbalances under the MIP, and the urgent challenges of ensuring sustainable fiscal policies, restoring lending, promoting growth and
competitiveness, fighting unemployment and the social consequences of the crisis, and modernising public administration.

In the comings days, the Commission is also adopting opinions on draft budgetary plans of the euro area Member States (except those that
are subject to a macroeconomic adjustment programme), and on the euro area fiscal stance. It also transmits to the Council proposal for
opinions on the economic partnership programmes of several Member States.

Evaluation: this report shows that it is necessary to analyse in further detail the accumulation and unwinding of imbalances, and the related
risks, in 16 Member States. For some countries the IDRs will elaborate on the findings of the previous MIP cycle, while for others, it will be the
first time the Commission will prepare an IDR. The several Members States for which the Commission intends to prepare an IDR have
different challenges and potential risks including spillovers on their partners.

Spain and Slovenia: the IDRs will assess whether the excessive imbalances persist or unwind, and the contribution of the structural
policies implemented by these Member States to overcome these imbalances.
France, Italy and Hungary: Member States with imbalances and for which the Commission indicated the necessity of adopting decisive
policy actions.
Belgium, Bulgaria, Denmark, Malta, Netherlands, Finland, Sweden and the United Kingdom: for the other Member States previously
identified as experiencing imbalances, the IDR will contribute to assess for which Member States imbalances persist or for which they
have been overcome. The Commission takes the view that, since imbalances are identified after the detailed analyses in the previous
IDRs, the conclusion that an imbalance has been overcome should also take place only after duly considering all relevant factors in
another in-depth review, which could potentially lead to the closure of the MIP for some Member States.
Germany  and Luxembourg: IDRs will also be prepared for these countries in order to better scrutinise their external position and
analyse internal developments, and assess whether any of these countries is experiencing imbalances. An IDR is also warranted for 

 a new Member of the EU.Croatia,
Ireland, Greece, Cyprus, Portugal and Romania: for the Member States that are subject to macroeconomic adjustment programmes
and benefiting from financial assistance, the surveillance of their imbalances and monitoring of corrective measures will take place in
the context of their programmes. The situation of Ireland in the context of the MIP will be assessed after the conclusion of the
programme.

The Commission invites the Council and the Euro Group to discuss this report. It is also looking forward to feedback from the European
Parliament and appropriately liaising with relevant stakeholders. Taking into account the discussions within the Council and the Euro Group,
the Commission will prepare . These are expected to be published in spring 2014, ahead ofin-depth reviews for the relevant Member States
the preparation of the National Reform Programmes and the 'European Semester' package of country-specific recommendations.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presents the results of in-depth reviews (IDRs) under Regulation (EU) No 1176/2011 on the prevention and correction of
macroeconomic imbalances to assess whether imbalances and excessive imbalances exist in a number of EU Member States.

The communication also elaborates on:

the  and how several policy challenges have to be addressed in a euro area-wideeuro area dimension of macroeconomic imbalances
context;
the : for the countries concerned, the Commission updates its assessment of November 2013 when it discussedfiscal developments
the .Draft Budgetary Plans

Evaluation of imbalances in the Member States: on the basis of the analysis documented in detail in the IDRs, the Commission considers that
Belgium, Bulgaria, Germany, Ireland, Spain, France, Croatia, Italy, Hungary, the Netherlands, Slovenia, Finland, Sweden, and the United
Kingdom experience imbalances. Among those Member States,  and  are experiencing excessive imbalancesCroatia, Italy Slovenia .

In the case of , the Commission considers that a significant adjustment has taken place over the last year and that on current trendsSpain
imbalances would continue to abate over time, even though risks are still present.

The Commission considers that policies should be adapted to the challenges of each economy and appropriate monitoring is necessary. In
line with the Council Recommendation addressed to the Euro Area, the Commission intends to put in motion a specific monitoring of the
policies recommended by the Council to the Member States with excessive imbalances (Croatia, Italy and Slovenia), as well as for countries
where imbalances require  ( ). In the case of Ireland and Spain this monitoring will rely ondecisive policy action Ireland, Spain and France
post-programme surveillance.

For , the Commission considers that, compared to the last year, the risks have abated or are better controlled; imbalancesDenmark and Malta
in the sense of the MIP are no longer identified in these countries. Moreover, while a number of features of the  economy,Luxembourg
including its large financial sector, require attention, they do not constitute imbalances in the sense of the MIP.

http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=COM(2013)0800&l=en
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=COM(2013)0800&l=en
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=COM(2013)0900&l=en


Fiscal developments: the Commission states that the situation has continued to improve both in the EU and the euro area due to continued
consolidation efforts. However, the latest forecasts show that for France and Slovenia, there are risks that the consolidation effort may not be

 to ensure that the correction of excessive deficits remains on track. Thus, the Commission is addressing Recommendations,strong enough
under Article 11 of the  to these Member States.Regulation No 473/2013

These two Member States are expected to report on actions responding to such Recommendation in a dedicated section of their Stability
Programmes.

Overall conclusions: the communication concludes that the IDRs illustrate that the challenges that the EU economies face have been changing
.

When the Macroeconomic Imbalance Procedure (MIP) was created, and during the previous rounds of its implementation, the main challenges
were related to: (i) the unsustainable current account deficits, (ii) losses in competitiveness related to previously very dynamic labour costs, (iii)
private debts and (iv) high housing prices.

The main challenges of a cross-country nature now also concern:

the  in many countries has on medium-term growth;impact that deleveraging
the  and of the external liabilities in a context of very low inflation;sustainability of private and public debts
the need to ensure an adequate  to viable activities  particularly in the non-tradables sector  in the vulnerable economiesflow of credit
under a fragmented financial system;
and the very high level of  in many economies.unemployment

The Commission expects that the Member States take the findings of the IDRs and the fiscal forecasts into account in their National Reform
Programmes (NRPs) and Stability and Convergence Programmes (SPs and CPs). Member States in excessive imbalances should, in
particular, set out a comprehensive and detailed policy response in their forthcoming NRPs and SPs and CPs.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission has presented its 2015 Alert Mechanism Report (AMR), in line with Regulation (EU) No 1176/2011 on the prevention and
correction of macroeconomic imbalances.

The AMR is the starting point of the annual cycle of the Macroeconomic Imbalance Procedure (MIP), which aims to identify and address
imbalances that hinder the smooth functioning of the economies of Member States, the economy of the EU, and may jeopardise the proper
functioning of the economic and monetary union.

The AMR uses a  of eleven indicators, plus a wider set of auxiliary indicators, to screen Member States for potential economicscoreboard
imbalances in need of policy action.

The Commission should publish the In-Depth Reviews (IDRs) in spring 2015 and the findings will feed into the country-specific
recommendations under the  European Semester of economic policy coordination.

The report states that  and underline the need for decisive, comprehensive andmacroeconomic imbalances remain a serious concern
coordinated policy action:

 ·        the recovery in competitiveness is encouraging, but  going forward remains a key concern;sustaining competitiveness

 ·              the  in most countries, and the high external liabilities in many, still constitute substantialhigh levels of private and public debt
vulnerabilities for growth, jobs and financial stability;

  ·        unemployment and other social indicators remain very worrying in several countries.

Slow growth and low inflation weigh on the reduction of imbalances and of macroeconomic risks:

 ·        in 2014 and 2015, economic activity in the EU, after having posted zero growth in 2013, is expected to grow respectively at 1¼% and
 In the euro area, real GDP growth rates are ½, +¾ and ;1½%. just above 1% in 2013, 2014 and 2015

 ·              there are . While some Member States, such as the Baltic countries, the Czechconsiderable differences across Member States
Republic, Luxembourg, Hungary, Poland, Slovakia and the United Kingdom, reported relatively robust output growth in the first three
quarters of 2014, and Member States such as Spain and Slovenia succeeded in catching up after a severe economic adjustment,
other economies, both big and small alike, have remained sluggish.

The very low inflation adds to the risks related to excessive indebtedness and increases the economic costs of rebalancing and deleveraging.

This Report  in need of policy action and for which further in-depth reviews shouldidentifies Member States that may be affected by imbalances
be undertaken. Based on the economic reading of the MIP scoreboard, the Commission finds that  to examine in furtherIDRs are warranted
detail the accumulation and unwinding of imbalances and their related risks in :16 Member States

 ·              Croatia, Italy and Slovenia: IDRs will assess whether previously identified excessive imbalances are unwinding, persisting or
aggravating, while paying due attention to the contribution of the policies implemented by these Member States to overcome these
imbalances;

 ·        Ireland, Spain, France and Hungary: for these Member States with imbalances in need of decisive policy action, IDRs will assess
risks related to the persistence of imbalances;

 ·        Belgium, Bulgaria, Germany, the Netherlands, Finland, Sweden and the United Kingdom: IDRs will assess in which Member States
imbalances persist, and in which they have been overcome;

 ·        Portugal and Romania: for the first time, IDRs will also be prepared for these countries.

For the Member States that , the surveillance of their imbalances and monitoring of corrective measures takebenefit from financial assistance

http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2011/0386(COD)&l=en


place in the context of their programmes. This concerns .Greece and Cyprus

Finally, for the other Member States - Czech Republic, Denmark, Estonia, Latvia, Lithuania, Luxembourg, Malta, Austria, Poland and Slovakia
[these are the countries listed in the report - only Republic, Denmark, Estonia, Latvia, Lithuania, Luxembourg are listed in the summary]  the
Commission will not at this stage carry out further analyses in the context of the MIP.

However, the Commission considers that careful surveillance and policy coordination are necessary on a continuous basis for all Member
States to identify emerging risks and put forward the policies that contribute to growth and jobs.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presents the 2016 Alert Mechanism Report, which initiates the fifth annual round of the Macroeconomic Imbalance
 (MIP). The procedure aims to  that hinder the smooth functioning of Member State economies, of the euro area,Procedure identify imbalances

or of the EU as a whole, and to spur the right policy responses.

The AMR uses a scoreboard of selected indicators, plus a wider set of auxiliary indicators, to screen Member States for potential economic
imbalances in need of policy action. This year, three employment indicators, namely the activity rate, long-term and youth unemployment, are
added to the main scoreboard.

The Commission analyses Member States identified by the AMR in an In-Depth Review (IDR) to be published in February 2016. The latter will
assess how macroeconomic risks are accumulating or winding down, and to conclude whether imbalances, or excessive imbalances exist.
Following established practice, for Member States for which imbalances were identified in the previous round of IDRs, a new IDR will in any
case be prepared.

Taking into account discussions with the Parliament, and within the Council and the Eurogroup, the Commission will prepare IDRs for the
relevant Member States and the findings will feed into the country-specific recommendations under the European Semester of economic policy
coordination.

As compared with previous issues of the Alert Mechanism Report, a greater emphasis is put on euro-area considerations.

The horizontal analysis presented in the AMR leads to a number of conclusions:

the ongoing moderate recovery in the euro area is projected to continue but it remains .fragile and subject to increased external risks
Over the past few months, global trade has considerably slowed down and downside risks, in particular in relation to emerging
markets' prospects, have increased. Growth has become more reliant on domestic demand sources, in particular a more pronounced
recovery in investment. In the euro area, real GDP growth rates correspond to 0.9%, 1.6% and 1.8% in 2014, 2015 and 2016,
respectively;
EU Member States continue to progress in correcting their imbalances. In countries with high external liabilities, the large and
unsustainable current account deficits of the pre-crisis period have been considerably attenuated and external positions balanced or in
surplus would need to be sustained in order to significantly reduce the vulnerabilities. Furthermore, in most countries, the process of 

 is progressing in the different sectors of the economy;balance-sheet repair
vulnerabilities associated with  In several Member States, the stock ofelevated levels of indebtedness remain a source of concern.
liabilities, private and public, external and internal, remain at historically high levels. They represent not only vulnerabilities for growth,
jobs and financial stability in the EU, but the associated deleveraging pressures related to their necessary unwinding also weigh on the
recovery;
surpluses in some Member States remain large over the forecast horizon (2015-2017). At the aggregate level, the euro area is posting

t. It is expected to amount to approximately EUR 390bn, or 3.7% of GDP.a current account surplus which is one of the world's larges
While weaker commodity prices and the depreciation of the euro exchange rate have contributed to boosting the trade balance, the
surplus largely  at the area level;reflects an excess of domestic savings over investment
after years of markedly divergent patterns, labour market conditions are converging but social distress remains at unacceptable levels
in a number of countries, notably those concerned by the unwinding of macroeconomic imbalances and debt crises. As identified in
the AGS, a  is warranted to tackle imbalances while supporting the recovery. Policycoordinated approach to macroeconomic policies
action and effective reform, in particular in the field of , must especially be stepped up in countriescompetitiveness and also insolvency
whose capacity to grow is constrained by elevated deleveraging pressures or structural growth bottlenecks. In parallel, domestic
demand and investment needs to be boosted particularly in countries with fiscal space, a large current account surplus or low
deleveraging pressures. In light of the interconnection between Member States, this combination of policies would contribute to put the
rebalancing process on a more stable footing by making it more symmetric, while making the recovery more self6sustainable.

Based on the economic reading of the MIP scoreboard, the Commission finds that :IDRs are warranted for the following Member States

for most countries, IDRs are needed because imbalances were identified in the previous round of IDRs. Following established
practice, a new IDR is needed to assess whether existing excessive imbalances or imbalances are unwinding, persisting or
aggravating, while paying due attention to the contribution of the policies implemented by these Member States to overcome
imbalances. The Member States concerned are Belgium, Bulgaria, Germany, France, Croatia, Italy, Hungary, Ireland, the
Netherlands, Portugal, Romania, Spain, Slovenia, Finland, Sweden and the United Kingdom.
IDRs will be prepared for the first time also for . In the case of Estonia, the IDR will assess the risks andEstonia and Austria
vulnerabilities linked to a renewed build-up of demand pressures. In the case of Austria, issues related to the financial sector, notably
its high exposure to developments abroad and the impact on credit provided to the private sector will be analysed.
For , the surveillance of their imbalances and monitoring of corrective measures take place in the context of theirGreece and Cyprus
assistance programmes. As was the case in the previous cycles for Member States expected to exit their financial assistance
programme, the situation of Cyprus will be assessed in the context of the MIP only after the on-going financial assistance programme,
which is expected to finish by March 2016.

For the other Member States, the Commission will not at this stage carry out further analyses in the context of the MIP. The Commission is of
the view that for the Czech Republic, Denmark, Latvia, Lithuania, Luxembourg, Malta, Poland and Slovakia, an In-Depth Review is not needed

 However, careful surveillance and policy coordination are necessary on aat this stage and that further MIP surveillance is not warranted.

http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2010/0281(COD)&l=en
http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2010/0281(COD)&l=en


continuous basis for all Member States to identify emerging risks and put forward the policies that contribute to growth and jobs.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presented its 2017 report on the Alert Mechanism in accordance with Regulation (EU) No 1176/2011 on the prevention and
correction of macroeconomic imbalances.

The Alert Mechanism Report (AMR) is the starting point for the annual cycle of the macroeconomic imbalance procedure. It aims to identify at
 in the European Union (EU). It is based on an economic reading of a scoreboard ofan early stage excessive macroeconomic imbalances

indicators.

This report launches the  of the macroeconomic imbalance procedure (MIP). The aim of this procedure is to identify andsixth annual cycle
address the imbalances that impede the smooth functioning of the economies of the EU countries and the EU economy as a whole and that
may jeopardize the functioning of the EUs economic and monetary union.

The AMR is published at the beginning of each "European Semester" of economic policy coordination, together with the annual growth review.
It identifies those EU countries that are likely to be affected by imbalances that require action and should be subject to .in-depth reviews (IDRs)

The  of this sixth report are as follows:main findings

significant progress has been made in countries with external deficits or external indebtedness with regard to the correction of external
imbalances. However, large current account surpluses remain in some net creditor countries;
a number of countries continue to be vulnerable due to the high level of their private debt, which is often accompanied by a large stock
of public debt. Private debt deleveraging continues, but at a slow and uneven pace, hampered by low nominal growth;
although banks have generally improved their capital ratios and become more resilient to shocks, the banking sector is still struggling
because of its declining profitability and a legacy of bad debts that reduce its lending capacity;
house prices have rebounded in most countries, with a backdrop of likely overvaluation of assets and an increase in net credit to
households, a situation that should be monitored closely;
since mid-2013,  have been improving but unemployment remains very high in several Member States and sociallabour markets
distress remains a reality, particularly in the countries hardest hit by the financial crisis and the debt crisis;
euro area rebalancing issues require careful consideration: in 2015, the euro area current account surplus increased further to 3.3% of
GDP ; it is expected to reach 3.7% of GDP in 2016, with aggregate demand increasing more slowly than production.

Overall, the alert mechanism report calls for the preparation of  - Bulgaria, Cyprus, Croatia, Finland, France,IDRs for 13 Member States
Germany, Ireland, Italy, the Netherlands, Portugal, Slovenia, Spain and Sweden  compared to 19 during the previous cycle. Of the countries
not subjected to IDRs in the previous cycle, .none will be subjected to an IDR in 2017

On the basis of the economic reading of the MIP scoreboard, the Commission concludes that:

countries that exited MIP surveillance in 2016 (Belgium, Hungary, Romania and the United Kingdom) do not signal major additional
risks compared with last year to require analysis in an IDR in 2017;
the sustained dynamics of house prices (Denmark and Luxembourg) and labour costs (Estonia, Latvia and Lithuania) need to be
closely monitored but do not warrant an IDR;
in the case of Greece, monitoring of imbalances and the follow-up of corrective measures continues under the financial assistance
programme.

More detailed analyses will be carried out, as part of the in-depth reviews, for the Member States designated by the AMR. In order to carry out
these assessments, the Commission will rely on a wide range of data and information. On the basis of the in-depth reviews, it will determine
whether or not there are imbalances and whether any imbalances are excessive. It will then prepare the country recommendations that are
issued in the framework of the European Semester.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

The Commission presented its report on the 2018 alert mechanism, in accordance with Regulation (EU) No 1176/2011 on the prevention and
correction of macroeconomic imbalances.

The  (AMR) is a screening device for economic imbalances, published at the start of each annual cycle of economicalert mechanism report
policy coordination. In particular, it is based on an economic reading of a scoreboard of indicators with indicative thresholds, alongside a set of
auxiliary indicators.

This report initiates the seventh annual round of the macroeconomic imbalance procedure (MIP). The report identifies Member States for
which in-depth reviews (IDRs) should be undertaken to assess whether they are affected by imbalances in need of policy action.

The assessment in this report is set against the backdrop of an  that is becoming broader and more robust. The Europeaneconomic recovery
Commission services' autumn 2017 economic forecast estimates real GDP growth in the EU and the euro area to be 2.3% and 2.2% in 2017
respectively with positive growth in all EU countries.

While the recovery is facilitating the correction of macroeconomic imbalances, a number of challenges may cloud the economic backdrop
going forward. Reform activity has slowed recently compared with crisis and immediate post-crisis years.

Uncertainties for the economic and policy outlook persist, mainly linked to the prospects for US fiscal and monetary policy, the rebalancing in
China and emerging economies with high corporate debt, geopolitical tensions, and growing protectionist sentiments.

The main conclusions of the report are as follows:

progress in terms of  is limited, with large surpluses remaining persistent and competitiveness developmentsexternal rebalancing



becoming less supportive of rebalancing;
the  is ongoing, increasingly as a result of resuming nominal growth, but remains uneven.reduction of private and government debt
Corporate deleveraging is often associated with subdued investment, and uncertainty remains on the extent to which deleveraging
could rely on stronger potential growth looking forward;
profitability in the  is improving, but some challenges remain;banking sector
in a few countries, tight labour markets are associated with an accelerated pace of ;unit labour cost growth
lastly,  continues to deserve careful consideration. The euro-area current account surplus has stopped growing:Euro-area rebalancing
it peaked at 3.3% of GDP in 2016 and is forecast to edge down to 3% this year and to remain around that level by 2019.

The AMR calls for the preparation of  identified with imbalances in light of the findings of the 2016 IDRs. TheIDRs for the 12 Member States
countries concerned are Bulgaria, Croatia, Cyprus, France, Germany, Ireland, Italy, the Netherlands, Portugal, Slovenia, Spain and Sweden.

On the basis of the economic reading of the scoreboard, the Commission concludes as follows:

there are no major overall additional risks compared to last year for , which exited MIP surveillance in 2017. A similarFinland
conclusion is found at this stage for the countries that exited MIP surveillance in 2016 (Belgium, Hungary, Romania and the United
Kingdom) and for countries not recently examined in IDRs;
recent house prices dynamics in a number of countries (Austria, Belgium, Denmark, Finland, Hungary, Luxembourg and United

) warrant close analysis in the respective country reports even if no IDR seems necessary at this stage as risks seem limitedKingdom
in scope. The same holds for incipient dynamics in labour costs in some Member States (Estonia, Hungary, Latvia, Lithuania and

);Romania
in the case of , the surveillance of imbalances and the monitoring of corrective measures continue to take place in the contextGreece
of the stability support programme.

More comprehensive analyses shall be carried out as part of the in-depth reviews for the Member States designated by the IDRs. To carry out
these reviews, the Commission shall draw on a wide range of data and information. On the basis of the in-depth reviews, it shall determine
whether or not there are imbalances or excessive imbalances and subsequently prepare the policy recommendations for each Member State
in the context of the European Semester.

Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

In accordance with Regulation (EU) No 1176/2011 on the prevention and correction of macroeconomic imbalances, the Commission
presented its report on the 2018 alert mechanism. The alert mechanism report (AMR) is a screening device for economic imbalances,
published at the start of each annual cycle of economic policy coordination.  The procedure aims to identify imbalances that hinder the smooth
functioning of Member State economies and to spur appropriate policy responses. The report initiates the eighth annual round of the
macroeconomic imbalance procedure (MIP).

The report identifies Member States for which  should be undertaken to assess whether they are affected byin-depth reviews (IDRs)
imbalances in need of policy action. It also includes an analysis of the euro-area wide implications of Member States imbalances and
examines the extent to which a coordinated approach to policy responses is needed in light of interdependencies within the euro area.

The AMR assessment is set against the backdrop of economic growth that remains broad-based despite some deceleration. The Commission
autumn 2018 economic forecast , slightlyestimates real GDP growth to be 2.1% in 2018 and 1.9% in 2019 for both the EU and the euro area
decelerating as compared with the 2.4% growth recorded in 2017. . The correction ofPositive growth is expected in all Member States
macroeconomic imbalances in the EU is progressing on the back of strengthening nominal GDP growth, but the medium-term horizon is 

. Large current account surpluses persist in certain countries, while developments in competitiveness haveclouded by heightened uncertainty
become less supportive of rebalancing. Private sector deleveraging has benefited from the economic expansion but remains uneven, with
large stocks of debt not correcting with sufficient pace. The level of non-performing loans is still high in some countries. At the same time, a
number of countries display signs of possible overheating, mainly linked to fast-growing unit labour costs implying reduced cost
competitiveness, and house price growth from already relatively elevated levels. 

Main challenges for Member States: overall, risks remain present in a number of Member States, and in different combinations.

A number of Member States are mainly affected by multiple and interconnected stock vulnerabilities. This is typically the case for
countries that were hit by boom-bust credit cycles coupled with current account reversals that also had implications for that banking
sector and government debt. The report discusses Cyprus, Greece, Croatia, Ireland, Portugal Spain, and Bulgaria.
In a few Member States, vulnerabilities are mainly linked to large stocks of general government debt coupled with concerns relating to
potential output growth and competitiveness. This is particularly the case for Italy, Belgium and France.
Some Member States are characterised by large and persistent current account surpluses that also reflect, to a varying degree,
subdued private consumption and investment, in excess of what economic fundamentals would justify. This is the case notably for
Germany and the Netherlands.
In some Member States, developments in price or cost variables show potential signs of overheating, particularly as regards the
housing market or the labour market. In Sweden, and to a smaller extent in Austria, Denmark, Luxembourg, the Netherlands, and the
United Kingdom sustained house price growth has been taking place in a context of possible overvaluation gaps and significant levels
of household debt, but recent evidence is pointing at house price decelerations.
In Czech, Estonia, Hungary, Latvia, Lithuania, and Romania, post-crisis unit labour cost (ULC) continue to grow at a relatively strong
pace while price competitiveness is edging down.

IDRs will be prepared for 13 Member States already identified with imbalances or excessive imbalances. They are Bulgaria, Croatia, Cyprus,
. IDRs will be prepared also for  which is for the firstFrance, Germany, Ireland, Italy, the Netherlands, Portugal, Spain, and Sweden Greece,

time subject to MIP surveillance, and for Romania.

Eleven of these Member States were subject to an IDR in the previous annual cycle of MIP implementation. Following established practice, a
new IDR will be prepared to assess if the imbalances identified are aggravating or are under correction, with the view to update existing
assessment.



Economic governance: prevention and correction of macroeconomic imbalances. 'Six pack'

In accordance with Regulation (EU) No 1176/2011 on the prevention and correction of macroeconomic imbalances, the Commission
presented its alert mechanism report 2020.

The alert mechanism report (AMR) is a screening device for economic imbalances, published at the start of each annual cycle of economic
policy coordination. The procedure aims at identifying imbalances that hinder the smooth functioning of Member State economies, the
economic and monetary union or the Union as a whole, and spurring appropriate policy responses. This report initiates the ninth annual round
of the macroeconomic imbalance procedure (MIP).

The alert mechanism report includes an analysis of the euro area wide implications of Member States? imbalances and examines the extent to
which a coordinated approach to policy responses is needed in light of interdependencies within the euro area.

Economic background and outlook

The AMR analysis is carried out against the background of a changing economic outlook, where the economic expansion is weakening and
inflation expectations have been revised downward. The European Commission autumn 2019 economic forecast estimates real GDP growth
to be 1.4% in the EU and 1.1% in the euro area in 2019, implying a deceleration compared with 2% and 1.9% in 2018 respectively. For 2020,
GDP is forecast to grow by 1.4% and 1.2% in the EU and the euro area respectively.

The report stated that data since late 2018 have pointed towards a loss of momentum, notably in net exports and in manufacturing output. The
slowdown has been particularly visible in large euro area Member States more exposed to trade, on the back of heightened uncertainty
surrounding the trade policy environment.

The changing outlook may imply a slower adjustment of existing imbalances or the materialisation of new risks, in a context where the room for
policy to deal with shocks is narrowing. Downward risks to the economic outlook relate in particular to trade tensions and the disruption of
global value chains, a stronger than expected slowdown in emerging markets, the aggravation of geo-political tensions.

Main challenges for Member States

The report finds that rebalancing within the euro area is still incomplete, while rebalancing of both current account deficits and surpluses is
pressing in the current economic context and would be beneficial for all Member States. Whereas most large current account deficits have
been corrected, large surpluses persist in a number of euro area countries. The main sources of potential imbalances in Member States are as
follows:

- some Member States continue to be mainly affected by multiple and interconnected stock vulnerabilities. This is typically the case for those
countries that were hit by boom-bust credit cycles coupled with current account reversals that also had implications for the banking sector and
for government debt. This is the case for Cyprus, Greece, Croatia, Ireland, Portugal, Spain and Bulgaria;

- in a few Member States, vulnerabilities are mainly linked to large stocks of general government debt coupled with concerns relating to
potential output growth and competitiveness. This is particularly the case for Italy, where vulnerabilities are also linked to the banking sector
and the large but rapidly declining stock of NPLs, and in a context of weak labour market performance. Belgium and France mainly face a high
general government debt and potential growth issues amidst also compressed competitiveness. In France, a relatively high stock of private
debt is on the rise. In Belgium, a relatively high and growing stock of household debt is coupled with possibly overvalued house prices; the
external position remains solid but has weakened somewhat recently;

- some Member States are characterised by large and persistent current account surpluses that also reflect, to a varying degree, subdued
private consumption and investment, in excess of what economic fundamentals would justify. This is the case notably for Germany and the
Netherlands. In the Netherlands, a large surplus is coupled with a high stock of household debt and strong house price growth; house price
pressures have been noted recently also in Germany but debt levels therein are comparatively low;

- in some Member States, developments in price or cost variables show potential signs of overheating, particularly as regards the housing
market or the labour market.  In Sweden, and to a lesser extent in Austria, Denmark, Luxembourg, and the United Kingdom, sustained house
price growth has been observed in recent years in a context of possible overvaluation gaps and significant levels of household debt. Stronger
but more recent house price growth is coupled with more limited evidence of overvaluation in Czechia, Hungary, Latvia, Slovakia, and
Slovenia, which in the cases of Czechia and Slovakia has been observed together with continued mortgage borrowing and rising debts by
households.

In-depth reviews (IDRs)

Overall, IDRs are warranted for 13 Member States: Bulgaria, Croatia, Cyprus, France, Germany, Greece, Ireland, Italy, the Netherlands,
Portugal, Romania, Spain, and Sweden. All those Member States were subject to an IDR in the previous annual cycle of MIP surveillance, and
were considered to be experiencing imbalances or excessive imbalances.

The new IDRs will help going deeper into the analysis of those challenges and assessing policy needs. In particular, forthcoming IDRs will be
prepared to assess if those imbalances are aggravating or are under correction, with the view to update existing assessments.

This AMR points also to the possible building up of risks in a number of other Member States that, on the basis of current information, do not
seem to warrant an IDR at this stage but nonetheless still justify a close monitoring notably in the upcoming country reports. Those risks
concern notably developments related to competitiveness (Czechia, Estonia, Hungary, Latvia, Lithuania, and Slovakia) and to housing prices
and housing markets and household debt developments (Austria, Belgium, Czechia, Denmark, Finland, Hungary, Luxembourg, Slovakia,
Slovenia, and United Kingdom).


