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European Central Bank (annual report 2001)  

European Parliament resolution on the 2001 Annual Report of the European Central 

Bank   (C5-0196/2002 – 2002/2092(COS)) 

 

The European Parliament, 

– having regard to the 2001 Annual Report of the European Central Bank (C5-0196/2002), 

 

– having regard to Article 113 of the EC Treaty, 

 

– having regard to Article 15 of the Statute of the European System of Central Banks and of 

the European Central Bank, 

 

– having regard to Rule 40 of its Rules of Procedure, 

 

– having regard to its resolution of 2 April 1998 on democratic accountability in the third 

stage of EMU1, 

 

– having regard to its resolution of 4 July 2001 on the 2000 Annual Report of the European 

Central Bank2, 

 

– having regard to the report of the Committee on Economic and Monetary Affairs 

(A5-0220/2002), 

 

A. whereas the euro cash changeover has been a complete success in every euro area 

country, 

 

B. whereas the public showed its willingness to cooperate and is, in an overwhelming 

majority, satisfied with the new currency, even though consumer prices for some 

everyday articles have risen unjustifiably and exorbitantly in 2002, thereby bringing the 

euro into disrepute because such price increases are associated in the public mind with the 

introduction of the single currency, 

 

C. whereas retailers, the banking sector, cash-in-transit companies and security forces 

devoted themselves to ensuring a successful changeover, 

 

D. whereas both the economic and political environments were exceptionally volatile during 

2001, 

 

E. whereas when the high-tech bubble in the United States burst, the world's largest 

economy stalled, thereby constituting a major shock for the rest of the world, including 

the euro area, 

                                                 
1  OJ C 138, 4.5.1998, p. 177. 
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F. whereas the spectre of global recession loomed on the horizon just after the terrorist 

attacks on September 11, 

 

G. whereas the ECB lowered its main refinancing rate on four occasions in 2001 for a total 

of 150 basis points, driving it down to 3.25 % at the end of the year, 

 

H. whereas the inflationary outlook changed rapidly during 2001, beginning with the 

carryover effects of the 2000 oil price tightening and ending with lower inflationary 

pressures caused by the deceleration of activity, 

 

I. whereas several sector-based shocks affecting subcomponents of the harmonised index of 

consumer prices (HICP), (for instance, the effects of foot-and-mouth disease on 

unprocessed food prices) disturbed the aggregate pattern of inflation and made the 

analysis of its underlying trends more difficult, 

 

J. whereas in 2001 the increase in the HICP exceeded the upper limit of the range set by the 

ECB to guarantee price stability, and whereas underlying inflation continued to 

accelerate, 

 

K. whereas the acceleration of prices from January 2002 onwards was linked to a number of 

factors, but some abusive 'rounding up' practices were spotted, particularly in the service 

sector, taking advantage of the introduction of euro notes and coins and fuelling the 

partially unjustified sentiment among the population that price increases had been 

widespread during the changeover; whereas the ECB itself admitted that such effects 

were more widespread than expected, 

 

L. whereas the Commission's latest spring forecasts showed that inflation could remain close 

to 2% both in 2002 and 2003, 

 

M. whereas the central banks of Canada and Sweden put an end to a long series of rate cuts 

by increasing their main refinancing rate in April 2002, and whereas the chairman of the 

Federal Reserve declared in his testimony to the US Congress on 17 April 2002 that "over 

time, the current accommodative stance of (Fed) monetary policy is not likely to be 

consistent with maintaining price stability", 

 

N. whereas the euro has stabilised against all major currencies in 2001 after the sharp falls 

experienced in 1999 and in 2000, 

 

O. whereas the European Central Bank should continue to follow its current path towards 

increased transparency and democratic accountability, 

 

P. whereas the enlargement process should trigger a reform of the leading bodies of the ECB 

within the framework drawn up in the Nice Treaty, 

 

Q. whereas Article 10 of the Protocol on the Statute of the European System of Central 

Banks and the European Central Bank calls on the Governing Council to vote and to act 

by a simple majority, 

 



1. Congratulates the ECB and the eurosystem for their brilliant implementation of the euro 

cash changeover; 

 

2.  Praises the swift reaction of the ECB in the days after September 11 by providing the 

financial system with ample flexibility and cutting its main interest rates on September 17 

by a significant amount; 

 

3. Welcomes the close cooperation of the European Central Bank and the US Federal 

Reserve in responding to the financial turbulence in a timely fashion by making interest 

rate cuts on the same day, notes this example of the partnership on which global 

economic stability must continue to be founded; 

 

4. Regards the reduction of 150 basis points in interest rates over the course of 2001 as 

appropriate and considers that the behaviour of the ECB should effectively defuse unfair 

criticisms arguing that the ECB is obsessed with short-term inflation monitoring; 

 

5. Welcomes the pragmatism shown by the ECB in its monetary policy by increasingly 

taking into account a wide array of business and economic indicators and by having not 

reacted mechanically to one-off events, such as the acceleration of food and energy 

prices; notes in this regard that financial indicators demonstrate that market participants 

remain confident as to the ECB's capability to keep inflation under the 2% limit in the 

medium term; 

 

6. Calls, nevertheless, on the ECB to be vigilant and to reassess carefully the inflationary 

outlook if euro-area growth were to re-accelerate, which is the most likely scenario in the 

coming months; reaffirms the overriding importance of the primary objective 

(maintenance of price stability) over other considerations, recalls that maintenance of 

price stability is a necessary prerequisite for sustainable growth; 

 

7. Notes that Article 10 of the Protocol on the statute of the European System of Central 

Banks and of the European Central Bank states that the Governing Council shall act by a 

simple majority; welcomes the President of the ECB's recent declaration that he did not 

dismiss the possibility of voting becoming a more normal procedure in the Governing 

Council in future; 

 

8. States that ECB monetary policy will be facilitated if wage negotiators do not misinterpret 

short-term price deviations as long-term ones; calls for continuous wage moderation 

especially in times when recovery is fragile; interprets the relatively small increase in 

unemployment across Europe in 2001 as a sign that labour market reforms in the euro 

area have begun to bear fruit; 

 

9. Recalls that the Stability and Growth Pact is an essential element of the euro area's 

credibility and that attainment of a balanced fiscal position is a prerequisite for the full 

functioning of automatic stabilisers; recalls also that the correct policy mix between 

monetary and fiscal policy presupposes sound public finances, and that allowing national 

budgets to “breathe” in connection with the pace of economic activity is fully 

understandable as long as the budget is balanced over an entire economic cycle; calls on 

Member States which have not yet reached a balanced fiscal position to avoid any 

dramatic drift in their current budgetary position; 

 



10. Calls on Member States to step up structural reforms which would introduce higher 

flexibility in goods and labour markets, thereby preventing the emergence of bottlenecks 

and raising the "speed limit" at which an economy can grow without generating 

inflationary pressures; calls on the ECB to stimulate reforms in Europe by laying 

emphasis in its publications on the euro area's remaining weak points in this regard; 

 

11.  Advises the ECB to study links between asset prices and inflation pressures without 

reacting slavishly to the boom-and-bust cycles of stock prices by accommodating the 

excessive expectations of financial markets; 

 

12. Takes the view that the aforementioned considerations should also extend to the trend in 

property prices, and calls on the ECB to clarify the weightings to be assigned to the 

different factors; 

 

13. Considers that the difference between the mandates of the ECB and the Federal Reserve 

should not be over-emphasised, as evidence has shown that the ECB reacted with 

pragmatism and flexibility whereas the steeper decrease in US interest rates in 2001 

merely reflected the fact that the slowdown was much more pronounced on the other side 

of the Atlantic; 

 

14. Supports the two-pillar strategy by highlighting the many convergences which exist in 

practice between the ECB and other major central banks; recalls that the long-term link 

between money and inflation is recognised by most academics; stresses, however, that 

first-pillar management is complex and may be ill-suited for day-to-day decision-making; 

takes due note of the fact that the objective for M3 is only expressed in terms of reference 

value and that the ECB does not react mechanically to deviations in reference value; 

concedes that statistical improvements are difficult to make; remarks, however, that 

statistical improvements which are unveiled and immediately used to justify a policy 

move, as in May, were criticised on transparency grounds; calls on the ECB to pursue a 

detailed explanation policy over the content and the role of the first pillar; 

 

15. Welcomes the ECB's open attitude in its monetary dialogue with the Parliament, which 

has led to a number of improvements in the ECB's communication strategy; accepts the 

Governing Council decision that interest rate decisions will be taken only at its first 

meeting of each month in order to defuse excessive tensions on financial markets; 

welcomes the statement from the President of the ECB to limit repeated statements from 

some ECB Governing Council members which create confusion and raise false 

expectations in financial markets; 

 

16. Suggests, nevertheless, that the ECB Governing Council explicitly endorse the forecasts 

designed by its own economic department and corresponding units of NCBs, and that the 

ECB forecasts be reshaped in order to detail an explicit central scenario with precise 

figures and not just ranges, including a detailed assessment of headline and core inflation 

trends; underlines the fact that this forecast should not only be a staff paper but an official 

ECB council document; notes, however, that where governing council members disagree 

with the central view of their colleagues they should be able to note such dissent 

anonymously as a footnote to the publication of the forecast; 

 

17. Regrets that steps have not been taken to publish the arguments which are discussed at the 

ECB Governing Council and calls again for the minutes to be published; in this context, 



proposes that a summary of the stances of both the approving and dissenting parties, 

including the balance of votes and the dissenting opinion, should be published in an 

anonymous way to avoid inappropriate pressure being brought to bear on the Governing 

Council members; reiterates its long standing view of the need for the ECB to publish 

summary minutes of each Governing Council meeting shortly after the following 

Governing Council meeting;  repeats its call for an annual publication of a country-by-

country review of trends, similar to the US Federal Reserve’s beige book, which would 

give the ECB the chance to influence the discussion of productivity trends and price and 

wage expectations; 

 

18. Asks the ECB to intensify its analysis of the impact of the euro changeover on consumer 

prices; entirely agrees that in the long term the euro will have a positive impact on 

consumer prices by stimulating competition in the euro area; urges, however, the ECB, 

consumer organisations and national governments to maintain their vigilance for the time 

being; calls for dual price displays to continue at least until September 30 2002 in order to 

deter abuse in holiday resorts during summer and concealed price increases in September 

for back-to-school purchases; 

 

19. Notes that the euro has been broadly stable over the course of 2001; believes that net 

inflows of portfolio investments since the second quarter of 2001 bode well for the euro's 

external value; also believes that net inflows of direct investments in the last quarter of 

2001, if sustained, may provide the boost that the euro needs in the future; 

 

20. Welcomes the impressive rise in the issuing of euro bonds and money market papers by 

non-residents, calls for the Financial Services Action Plan to be speeded up in order to 

reap the full benefits arising from an integrated single financial market; 

 

21. Approves of the ECB's close monitoring of the different forms of electronic money which 

are emerging; 

 

22. Calls on the ECB to support the timely implementation of the directive on cross-border 

border payments in euro, in particular by producing follow-up reports to identify the 

remaining obstacles and design concrete solutions to overcome them; 

 

23. Recalls that there is neither an opt-out nor an automatic link between EU membership and 

participation in monetary union for candidate countries, and that the introduction of the 

single currency requires successful participation in the exchange rate mechanism (ERM) 

as well as strict compliance with the convergence criteria laid down in the Treaty;  

 

24. Shares the view expressed by the ECB that ERM II is sufficiently flexible to be adopted 

by candidate countries in the transition period leading to full participation in monetary 

union;  

 

25. Stresses, in connection with the enlargement of monetary union, the desirability of a high 

level of convergence in the real economy in order to limit the strain involved, both for the 

Community and for the candidate countries; 

 

26. Underlines that, for candidate countries, some forms of "hard peg" to the euro, such as 

currency board arrangements, absolutely presuppose a domestic political consensus on 

this type of measure and a very strong and lasting discipline in every other respect of 



economic policy including fiscal policy, as well as a total commitment to take the 

necessary structural measures to bring the country up to euro area standards; cites 

Argentina as an example of a currency board, apparently working well, leading to a 

relaxation of economic policies and leading in turn to an economic and social disaster; 

 

27. Asks the ECB to report without delay any threat to central bank independence in the 

candidate countries; 

 

28. Notes the enabling clause introduced in the Nice Treaty with a view to enlargement, 

allowing the ECB to launch an initiative regarding voting procedures in the Governing 

Council; strongly recommends that this issue be discussed at the European Convention;  

 

29. Stresses the need for an efficient voting system representing an accurate depiction of 

Europe's economic landscape; rejects, however, any system that would exclude smaller 

member States from ECB decision-making; also rejects any system that would prevent 

NCB governors from attending Governing Council meetings; 

 

30. Recalls its preference for greater involvement of the European Parliament in nominating 

ECB executive board members, including the capability to confirm their appointments; 

also calls for this confirmation procedure to be adopted at the next IGC; 

 

31. Deems it necessary to nominate not only central bankers for the ECB executive board but 

also people with economic and monetary expertise recruited from outside the inner circle 

of central banking; considers it important, moreover, to ensure diversity when Member 

States nominate national central bank governors; urges Member States to ensure full 

transparency and Parliament involvement when NCB governors are nominated; considers 

it fruitful for a national debate on economic policy to be held when such nominations take 

place; encourages the nomination of competent women in the decision-making bodies and 

management functions of the ECB; 

 

32. Advises the ECB to evaluate the amount of legacy notes and coins that would not return 

at all to their respective national central banks and outline accounting guidance in order to 

avoid early and biased evaluations by national treasuries; 

 

33. Advises the ECB to study the depth of interaction between the major trade blocs in the 

context of globalisation, assessing not only the volume of trade flows but also possible 

channels of financial contagion between both sides of the Atlantic; 

 

34. Calls on the ECB to make a thorough review of the status of gold included in central bank 

balance sheets; finds the idea of trading gold for securities for profitability purposes 

interesting; is nevertheless worried by the consequences of increased central bank 

exposure to financial risks and the emergence of conflicts of interest originating from 

central bank holdings in the economy and calls on the ECB to establish a balanced 

assessment of such a reallocation; calls on the ECB to formulate binding and harmonised 

accounting rules for the national central banks when valuing their gold and currency 

reserves; observes that it would be more transparent and more effective to have an open 

debate on the level of external ESCB reserves; 

 



35. Calls on the ECB to campaign within the different international organisations, in 

particular the Financial Stability Forum, G8, etc. for more transparency and better 

regulation of international finance; 

 

36.  Instructs its President to forward this resolution to the Council, the Commission and the 

European Central Bank. 


