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Feasibility of introducing stability bonds  

European Parliament resolution of 16 January 2013 on the feasibility of introducing 

Stability Bonds (2012/2028(INI)) 

 

The European Parliament, 

– having regard to the enhanced economic governance framework of the Union, including the 

six-pack, Parliament’s agreed-upon proposals for the two-pack and the communitarised 

fiscal compact in accordance with Article 16 of the Treaty on Stability, Coordination and 

Governance in the Economic and Monetary Union (TSCG); 

– having regard to the two reports of the President of the European Council entitled ‘Towards 

a Genuine Economic and Monetary Union’ issued on 26June 20121 and 12 October 20122, 

respectively; 

– having regard to the conclusions of the European Council of 28-29 June 2012 exploring 

ways of improving the economic and financial architecture of the eurozone3; 

– having regard to Article 125 of the Treaty on the Functioning of the European Union 

(TFEU); 

– having regard to its resolution of 18 November 2008 on the theme ‘EMU@10: The first 10 

years of Economic and Monetary Union and future challenges’4, 

– having regard to its resolution of 6 July 2011 on the financial, economic and social crisis: 

recommendations concerning the measures and initiatives to be taken5, 

– having regard to the Commission Green Paper of 23 November 2011 on the feasibility of 

introducing Stability Bonds (COM(2011)0818), 

– having regard to its resolution of 15 February 2012 on the feasibility of introducing Stability 

Bonds6, 

– having regard to the roadmap annexed to this resolution, 

– having regard to Rule 48 of its Rules of Procedure, 

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

opinions of the Committee on the Internal Market and Consumer Protection and the 

Committee on Legal Affairs (A7-0402/2012), 

                                                 
1  http://ec.europa.eu/economy_finance/focuson/crisis/documents/131201_en.pdf 
2  http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/132809.pdf 
3  http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/131359.pdf 
4  OJ C 16 E, 22.1.2010, p. 8. 
5  Texts adopted, P7_TA(2011)0331. 
6  Texts adopted, P7_TA(2012)0046. 



A. whereas Parliament requested that the Commission submit a report on the possibility of 

introducing eurobonds, which was an integral part of the agreement between Parliament and 

the Council on the economic governance package (six pack); 

B. whereas the Green Paper launched a broad public consultation exercise concerning the 

concept of stability bonds; whereas the Green Paper assesses the feasibility of common 

issuance of sovereign bonds by the Member States of the eurozone and discusses the 

required conditions; 

C. whereas, without overlooking the broader Union perspective, the eurozone is in a unique 

situation, with participating Member States sharing a single currency but no common 

budgetary policy or common bond market; whereas, therefore, there are grounds for 

welcoming the draft proposals in the two reports entitled ‘Towards a Genuine Economic 

and Monetary Union’ presented by the President of the European Council, which represents 

a good starting point for working towards a sound and genuine EMU; 

D. whereas Article 125 of the TFEU prohibits Member States from assuming liabilities of 

other Member States; 

E. Whereas monetary policy engaged by the European Central Bank (ECB) is not the solution 

to the fiscal and structural problems of Member States, and its non-standard measures have 

limits in their effectiveness; 

F. whereas no federal state (including the United States and Germany) issues the equivalent of 

eurobonds such as foreseen in options 1 and 2 of the Green Book, something which elevates 

eurobonds to the level of a totally new concept that cannot be compared with the tried and 

trusted US Treasury Bonds and German Bundesanleihen; 

G. whereas Member States face difficulties in accessing financing at reasonable rates as a 

result of the mistrust of the market with regard to public debt, the situation of European 

banks and the ability of European leaders to take definitive steps to defend and complete the 

single currency; 

H. whereas the crisis has demonstrated not only the interdependence between eurozone 

Member States but also the need for a more robust fiscal union, with effective mechanisms 

to correct unsustainable fiscal trajectories, macroeconomic imbalances, debt levels and the 

upper limits of budget balance of Member States; 

I. whereas credible commitments to growth-friendly consolidation measures are a prerequisite 

for any sustainable solution of the excessive debt and deficit situation of most of the 

eurozone Member States; 

J. whereas the mutualisation of eurozone sovereign debt cannot per se compensate for the loss 

of competitiveness of the euro area; 

K. whereas the common issuance of debt, with joint and several liabilities, and an enhanced 

fiscal integration, with budgetary discipline and control, are two faces of the same coin; 

1. Takes note of the considerable crisis mitigation and resolution efforts, and underlines the 

new reinforced EMU governance framework, the latest agreements reached regarding the 

rescue funds and the decisions taken by the ECB; believes, however, that an agreement on a 



lasting solution is still needed in order to build a balanced approach that combines solidarity 

and responsibility within the euro area; recalls that three Member States outside the euro 

area have also received help to overcome their sovereign debt crisis; 

2. Remains extremely concerned about the ongoing euro area crisis and the threat it represents 

to the well-being of millions of people experiencing poverty and unemployment across the 

EU; points out that, in order to preserve the integrity of the Economic and Monetary Union, 

while pursuing structural reforms and developing a fiscal capacity for the euro area that 

could help absorb country-specific economic shocks or facilitate such structural reforms, 

alternative ways to maintain access to the markets, or to reduce the cost of borrowing for 

Member States, need to be found that do not rely solely on rescue mechanisms such as the 

ESM and EFSF; 

3. Welcomes the European Council’s decision of 30 June 2012 to explore ways of improving 

the economic and financial architecture of the euro area while avoiding moral hazard and 

achieving sound and sustainable public finances; considers that a long-term vision for a 

stronger Union needs to be built on enhanced democratic legitimacy, based on the 

Community method and accompanied by a time-bound roadmap; 

4. Notes that the European Financial Stabilisation Mechanism (EFSM), the European 

Financial Stability Facility (EFSF) and the European Stability Mechanism (ESM) are the 

most important firewalls designed so far by the EU; is mindful that the role of the ESM 

regarding solvency and ring-fencing issues should not be disregarded in the future; 

welcomes the commitment taken by the EU Council on 18-19 October 2012 that, when an 

effective single supervisory mechanism is established, involving the ECB, the ESM could, 

following a regular decision, have the possibility to recapitalise euro area banks directly; 

5. Stresses that a credible strategy for fiscal consolidation and structural reforms throughout all 

Member States are necessary to restore fiscal credibility, and are essential to achieve a 

sustainable balance of payments and sound and sustainable public finances; sound state 

finances are necessary for the introduction and functioning of a common debt issuance 

system; 

6. Welcomes the presentation of the Green Book, which fulfils a long-standing request of 

Parliament; considers that the introduction of stability bonds would be an operation at par in 

importance with the introduction of the single currency; 

7. Welcomes the fiscal consolidation and structural reform efforts undertaken by the Member 

States, and acknowledges the difficult and demanding efforts that are being requested from 

the European citizens; urges the Member States to continue to comply with commitments 

and agreements concluded in terms of fiscal consolidation, while taking due account of the 

macroeconomic context, and to improve their efforts to reduce excessive macroeconomic 

imbalances; 

8. Is deeply concerned, however, that despite the efforts at reform and consolidation made by 

Member States, investors and players on the financial markets fail to appreciate sufficiently 

the efforts made so far and continue to put speculative pressure on policies, which is 

reflected in widening spreads and high volatility; 

9. Believes that there is an urgent need to take action with a view to endorsing a longer-term 

strategy for the euro area which ensures sound public finances, sustainable growth, social 



cohesion and high levels of employment, while preventing moral hazard and supporting 

convergence by moving towards fiscal union; is pleased to note that the report presented by 

the Presidents of the European Council, the Commission, the Euro Group and the ECB has 

launched a debate concerning a comprehensive, ambitious and credible strategy; 

10. Recognises the signs of distress showing on sub-sovereign debt markets and how they link 

to stress in the respective Member States; 

11. Calls on Member States with large sub-sovereign debts to put in place mechanisms to issue 

common stability bonds that, linked to fiscal discipline conditionality, relieves sub-

sovereign debt stress to levels equivalent to that of their Member States; 

12. Welcomes the fact that the euro has risen to second place worldwide as a global reserve 

currency; points out that it is in the long-term strategic interest of the eurozone to draw 

every possible benefit from the single currency, such as the possibility of establishing a 

common liquid and diversified bond market and of reinforcing the euro as a global reserve 

currency; considers that this requires an integrated European financial, economic and 

budgetary framework; 

13. Notes that an integrated budgetary framework is essential to ensure sound fiscal policy, 

encompassing coordination, joint decision-making, greater enforcement and commensurate 

steps towards common debt issuance, and that, currently, some of the proposed schemes of 

mutualisation of public debt may not be compatible with provisions of constitutional law in 

certain Member States; 

14. Underlines that the current situation has induced, in the short run, a ‘flight to quality’ (quest 

for the safest assets, even with very low returns), resulting in funding challenges for banks 

and other financial institutions; 

15. Is concerned about banks holding large amounts domestic government bonds which is 

creating a perverse feedback effect when pressure on sovereign debt turns into pressure on 

banks; recalls that the diversification of assets and liabilities is a tool to ensure stability and 

one of the neglected advantages resulting from the internal market; 

16. Stresses that all existing and future instruments or institutions which are sensu stricto or 

sensu lato part of the economic governance framework of the Union need to be 

democratically legitimised; 

17. Believes that the prospect of common bonds may be a strong signal to financial markets, 

help preserve the integrity of the EMU, underpin a return to economic stability and reduce 

uncertainty, provided that progress is made with EU financial and budgetary integration and 

supervision; reiterates its position that sequencing is a key issue, involving a binding 

roadmap similar to the Maastricht criteria for introducing the single currency; asks for 

further clarification on the Commission’s proposal to make the common debt issuance 

conditional, e.g. on respect for the Stability and Growth Pact; 

18. Recommends that the Commission define exit and entry criteria based on strong fiscal 

consolidation and budgetary discipline, while also taking into account the current crisis and 

the fiscal adjustments being pursued in a number of euro area countries; 

19. Notes the positive and negative developments in the euro area since 1999 and stresses that 



interest-rate convergence for sovereign debt has created incentives for building up 

unsustainable debt levels; observes that, in the public and political debate, various possible 

ways of partially issuing common debt securities have been proposed, such as the pooling 

of certain short-term financing instruments on a limited and conditional basis (eurobills) or 

the gradual rollover to a European redemption fund; 

20. Underlines that any move towards the common issuance of bonds should take the single 

market perspective fully into account, ensuring that no unnecessary obstacle or imbalance is 

created between participating and non-participating Member States; 

21. Recalls that, even under a common bond issuance scheme, every Member State is obliged to 

pay back the entirety of its debt; recalls that common bond issuance is no guarantee against 

a Member State defaulting on its debt; 

22. Believes that only commonly issued bonds, ensuring strict seniority status to bond holders, 

should be considered, in order to protect the EU taxpayers; 

23. Acknowledges that inadequate competitiveness and a failure to undertake structural reforms 

are crucial factors, in real economic terms, in the continuing decline in the economic 

situation of a country; 

24. Notes that most proposals for eurobonds include ways to reduce access to the bonds for 

Member States whose budgetary positions spin out of control; calls, therefore, for 

mechanisms to be maintained that are able to help Member States that are experiencing 

difficulties in the form of a liquidity crisis (as opposed to a solvability crisis) and that are 

excluded from the common issuance of bonds; believes that the ESM should be maintained 

for that purpose; believes that the ESM should be made subject to the Community method; 

25. Asks the Commission to elaborate further on the criteria of allocation of the loans to the 

Member States, as the Green Book only states that this would be done ‘according to their 

needs’; insists that the capacity to service the debt should be one of the central allocation 

criteria; 

26. Points out that the Commission’s Green Book states that the upper limit of 60 % of GDP in 

the blue bond proposals may be too high to insure the stability of the system, and asks for 

further clarification concerning that limit; 

27. Believes that it is essential to establish a roadmap for finding, in the short term, an exit from 

the current crisis, and for moving, in the long term, towards a fiscal union by completing, 

strengthening and deepening the economic and monetary union; 

28. Calls on the Commission as soon as possible to present a report to Parliament and the 

Council examining the options for, and – if appropriate – making proposals for a roadmap 

towards, common issuance of public debt instruments, taking into account financial, 

budgetary and legal aspects; considers that, in this context and in parallel to the 

intermediary Van Rompuy report of 12 October 2012 , the Commission should pay 

particular attention to the feasibility of introducing a redemption fund which combines 

temporary common issuance of debt instruments, and strict rules on fiscal adjustment 

among those countries whose indebtedness exceeds 60 % of GDP, with the participating 

countries undertaking to make their repayments, in order to allow all participating countries 

to reduce excessive debt over a benchmark period of 25 years, which is a longer period than 



provided for in the renewed Stability and Growth Pact but which likewise, in practice, 

requires sufficient economic growth and very strict financial discipline; 

29. Calls on the Member States to consider the issuance of common short-term debt in the form 

of eurobills, as referenced in the Van Rompuy report of 12 October 2012, to protect those 

Member States with fundamentally sustainable fiscal polices from illiquidity runs, as well 

as from the feedback loop between sovereign and banking crises and panic-induced 

negative externalities which create massive market distortions and generate implicit 

subsidies to Member States experiencing abnormally low interest rates on their sovereign 

bonds; 

30. Urges the Member States to study the feasibility of moving towards a system of 

European Safe Bonds or to other proposals based on the concept of a basket of bonds;  

31. Considers that eurobills, which could be time- and quantity-limited, would provide the 

time and stability for other measures such as the Stability and Growth Pact and the 

‘Two- pack’ to prove themselves, and to put in place further longer term measures for 

future integration of the eurozone; 

32. Calls on the Commission to engage in clarifying the legal restraints to the common 

issuance of bonds, especially Article 125 of the TFEU and its implication for three 

possible issuing modes: joint liability, several liability, and joint and several liability; 

urges the Commission to analyse the possible use of article 352/1 of the TFEU, or any 

other legal basis, for the implementation of a partial common debt issuance solution 

without a necessary Treaty change, including a surveillance and reporting framework, 

on the basis of Articles 121 and 136 of the TFEU, aiming at monitoring, on a quarterly 

basis, progress made by euro area Member States and by the euro area as a whole 

towards a reinforced and genuine Economic and Monetary Union, as well as aiming at 

coordinating the issuance of sovereign debt instruments not covered by any 

mutualisation framework; 

33. Welcomes the principles of the decision taken by the Eurogroup Summit of 29 June 

2012to ensure the stability of the euro ‘in particular by using the existing EFSF/ESM 

instruments in a flexible and efficient manner in order to stabilise markets for Member 

States respecting their Country Specific Recommendations and their other commitments 

including their respective timelines, under the European Semester, the Stability and Growth 

Pact and the Macroeconomic Imbalances Procedure”; acknowledges that the conditions will 

be set in a memorandum of understandings and that the ECB will “serve as an agent to 

EFSF/ESM in conducting market operations in an effective and efficient manner’; 

34. Believes that, in parallel, there is an urgent need to recapitalise the European banking sector 

and to complete the single market for financial services in the EU; welcomes the proposals 

of the Commission to establish a single European supervisory mechanism for banking 

institutions as well as a single European recovery and resolution regime, ideally in parallel 

with the entry into force of the single supervisory mechanism; further requests that. in the 

future, the ESM may fund banks in difficulties directly after the single supervisory 

mechanism is made operational; stresses that the single supervisory mechanism needs to be 

accountable to Parliament and the Council for the actions and decisions taken in the field of 

European supervision and should report to the competent committee of Parliament; 

35. Reaffirms the need to implement crisis management instruments, and acknowledges that 



inadequate regulation of the financial sector is a significant factor in the difficult budgetary 

situation of a number of Member States in the euro area; 

36. Believes that the common debt issuance under separate liability, similar to the EFSF bond, 

risks not being sufficiently attractive for investors if some Member States participating in 

the scheme still lack sustainable finances; 

37. Notes that it may become necessary to choose between three scenarios: first, a single 

interest rate for all participating Member states, resulting in a transfer of wealth between 

countries; second, a differentiated interest rate; and third, a single rate associated to a 

compensation scheme such as floated by the Commission, where Member States with lower 

ratings financially compensate those with better ratings; 

38. Asks the Commission to elaborate further its option to establish a system of differentiation 

of the interest rates between Member States with divergent ratings, especially in order to 

clarify how and by whom these ratings are established once market mechanisms are 

neutralised by the introduction of common bonds; 

39. Shares the view expressed by the Commission in its Green Paper that the stability of a 

eurobond system cannot rely solely on the shoulders of a small number of Member States 

with sustainable finances, and that such system would require a strengthened fiscal union, 

and stronger budgetary discipline and control, if it is to prevent moral hazard; 

40. Believes that if a system of mutualisation of debt is deemed possible, and is well interwoven 

in a stability-oriented framework, a Treaty change should be envisaged in the roadmap to a 

genuine Economic and Monetary Union, which could result in the issuance of bonds under 

joint and several liability; 

41. Believes that a system of partial substitution of national issuance (such as the blue/red 

bonds) might, on the one hand, reduce the cost of borrowing for those Member States that 

have sound and sustainable public finances, and, on the other hand, create an incentive for 

those with excessive debt to reduce it, as the risk associated with red bonds would be higher 

and interest rates would increase; 

42. Calls on the Commission, in cooperation, where appropriate, with the ECB and the 

European Banking Authority (EBA), and in consultation with the Council and Parliament, 

to assess carefully all the technicalities linked to any scheme such as: guarantees, tranching 

and pooling structures, potential collaterals, the balance between rule-based and market 

based-fiscal discipline, additional safeguards (notably in terms of participation to any 

scheme), restructuring, issuance, relations with existing stability mechanisms, the investor 

base, the regulatory requirements (e.g. capital adequacy), phase-in coverage of debt and 

maturity; urges the Commission to reflect on a legitimate and appropriate form for 

governance and accountability; 

43. Stresses that following the implementation of short-term measures to exit the crisis, and 

among the first steps of the binding roadmap, any follow-up must be undertaken on the 

basis of the ordinary legislative procedure, with full democratic accountability to be held on 

the level where the decision is taken; points out to the Commission that it may, when 

preparing its proposals, establish a temporary body composed of Members of the European 

Parliament and representatives of the Member States and of the ECB; recalls that it will 

make full use of its prerogatives and rights of initiative, including its right to initiate Treaty 



change; takes the view that this body should also look at the possibility of issuing genuine 

federal bonds in conjunction with an enhanced European budget; 

44. Stresses that the Commission should study the feasibility of each and all of the options 

presented in the Annex to this resolution (both phase 1 and phase 2), as these options are not 

necessarily alternative but can be, under certain circumstances, cumulative; 

45. Is aware that an ever increasing number of proposals for the mutualisation of debt are being 

made, especially in the academic field; notes that these proposals vary considerably; 

46. Shares the Commission’s concerns with regard to accounting issues relating to the treatment 

of stability bonds under national law; urges the Commission to assess comprehensively the 

impact of different guarantee structures for stability bonds on national debt-to-GDP ratios; 

47. Notes the moral hazard problem referred to by the Commission in the Green Paper, but, 

nonetheless, considers it necessary to perform a thorough analysis of the moral hazard 

problem in order to be able to draw the right conclusions and to find the appropriate 

solutions, if possible; 

48. Believes that the problem of moral hazard could be overcome with a good definition of 

guarantees and incentive mechanisms for fiscal discipline; 

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

European Central Bank. 



ANNEX 

The Roadmap 

Hereafter is a possible path made of a series of steps that are not necessarily sequential, 

cumulative or mutually exclusive. 

 

Step 1 - Immediate measures to exit the crisis 

1. Setting up of a temporary European redemption fund to reduce debt to 

sustainable levels at affordable interest rates 

The Commission makes a proposal for the immediate setting up of a temporary European 

redemption fund along the following principles: 

– one-off transfer of debt amounts above the Maastricht reference value of 60 % of GDP 

to a common fund subject to joint and several liability through a roll-in phase of five 

years; such transfer should be phased and start with the transfer of only 10 % of the debt 

above the Maastricht threshold of 60 % of the GDP; subsequent transfers should be 

gradual;  

– limit participation to Member States without full adjustment programme; provide for a 

phasing in of Member States that have successfully completed an adjustment 

programme; The bridge for participation for Member States under an adjustment 

programme shall be properly assessed;  

– oblige Member States to autonomously redeem the transferred debt over a benchmark 

period of 25 years; 

– apply strict conditions which could take the form of (i) posting collateral; (ii) commit to 

fiscal consolidations plans and structural reforms;  

– implement the numerical fiscal rules of the reinforced EMU framework to limit the 

debts that remain exclusively with the participating Member States at a maximum of 

60 % of GDP;  

– strengthen the co-ordination by implementing the new framework of economic 

governance together with a reinforced EU 2020 agenda and a binding structural reform 

agenda monitored by the Commission; 

–  provide for transparent and predictable exit procedures for Member States. Staying 

should be incentivised and therefore exit should be costly; failure to respect 

commitments during the roll-in phase should immediately stop the roll-in phase and 

failure to respect commitments at any time should forfeit the collateral deposited with 

the Fund.  

2. Introducing eurobills to protect Member States from illiquidity runs 

The Commission makes a proposal for the immediate setting up of a system for the 

issuance of common short-term debt along the following principles: 



– establish an agency or use an already existing entity to issue eurobills with the 

participation of all eurozone Member States without full adjustment programmes; 

provide for a phasing in of Member States that have successfully completed their 

adjustment programmes;  

–  those Member States that do not comply with the rules set-out in the Stability and 

Growth Pact might pay a penalty interest rate;  

– maximum maturity of eurobills (amounting to maximum 10 % of GDP), which allows 

for continued monitoring and due to short term maturity frequent renewal of guarantees;  

– eurobills replace all short-term debt to be issued by Member States which consequently 

remain solely responsible for issuing their own debt for longer maturities which should 

be monitored and limited according to each country needs, fiscal situation and debt 

ratio;  

–  adopt measures for the coordination of the issuance of sovereign debt instruments non 

covered by any mutualisation framework;  

– provide for participation by national parliaments as foreseen by constitutional rules of 

the Member State concerned; 

The Commission should take into account the conclusions drawn by the final Van Rompuy 

report on a genuine Economic and Monetary Union. 

Step 2 - Partial common issuance - Introducing Blue bonds: annual allocated debt ≤ 

60 % of GDP to be issued without a Treaty change 

The Commission shall study and report its conclusions to the European Parliament on the 

possibility of proposals for the setting up of a system for the allocation of debt below 60 % 

of GDP to be issued in common, which is safeguarded by national debt brakes or other 

adequate mechanisms to avoid moral hazard according to principles such as: 

– limit participation to Member States that comply with the Stability and Growth Pact and 

the communitarised fiscal compact in accordance with Article 16 of the TSCG and are 

not under a full adjustment programme; 

– strictly limit the amount of debt to be issued under joint and several liabilities to a part 

of less than 60 % of GDP by prohibiting participating Member States from issuing 

senior debt outside the common issuance; 

– the ultimate decision on the allocation of Blue Bonds and their corresponding 

guarantees will have to be taken by the national parliaments of all the participating 

countries; 

– require participating Member States to post collateral; 

– design an allocation mechanism taking into account the respect of the fiscal discipline, 

the economic cycle, historic spreads and weighted by borrowing requirements. 

Step 3 - Full common issuance of national debt involving a Treaty change  



On the basis of the work of the committee, and after all eventual changes to the EU legal 

framework and, if necessary, a Treaty change and taking into account where necessary 

Member States’ constitutional changes, if appropriate, the Commission puts forward 

proposals for the setting up of a system for the common issuance of bonds according to the 

following principles: 

– limit participation to Member States which comply with the conditions as set out in 

phase 2; 

– establish a European debt agency for the issuance of bonds,  

– establish appropriate, democratically legitimate institutions which would among others 

be in charge of the surveillance and coordination of national fiscal policies and the 

competitiveness agenda, as well as the external representation of the euro area in 

international financial institutions; 

Step 4 - Common issuance of a genuine European debt in conjunction with an 

enhanced European budget involving a Treaty change 

The Commission, after having prepared all eventual changes to the EU legal framework 

and where appropriate euro area legal framework, puts forward proposals for possible 

issuance of bonds to finance EU investments for EU public goods (e.g. infrastructure, 

research and development, etc.), to facilitate adjustments to country-specific shocks by 

providing for some degree of absorption at the central level, to facilitate structural reforms 

that improve competitiveness and potential growth in relation to an integrated economic 

policy framework. 

 


