Follow-up to the European Parliament resolution on establishing a facility providing medium-term financial assistance for Member States' balances of payments, adopted by the Commission on 14 July 2009
1.
Resolution tabled to wind up the debate on statements by the Council and Commission pursuant to Rule 103(2) of the European Parliament's Rules of Procedure by Pervenche BERÈS (PSE/FR) on behalf of the Committee on Economic and Monetary Affairs (ECON)

2.
EP reference number: B6-0256/2009 / P6_TA-PROV(2009)0327

3.
Date of adoption of the resolution: 24 April 2009

4.
Subject: Proposal for a Council regulation amending Regulation (EC) No 332/2002 establishing a facility providing medium-term financial assistance for Member States' balances of payments
5.
Brief analysis/assessment of resolution and requests made in it:

Regarding the current global financial and economic crisis, the Resolution recognises that the ceiling for the outstanding amount of loans to be granted to Member States as laid down in Regulation (EC) No 332/2002 should be significantly increased. It stresses that such an increase would also enhance the ability of the Community to respond more flexibly to further requests for medium-term financial assistance.

As far as specific points directed to the Commission are concerned, the Resolution refers to:

a) The use of Article 100 instead of Article 119 of the Treaty - The EP recalls for the second time (first time in November 2008 at the occasion of the previous amendment of the Regulation) that Article 100 is applicable to all Member States and could thus constitute a legal basis for a global approach to medium-term financial assistance and not just to Member States outside the euro area which is the case under the current use of Article 119. The EP invites the Commission to put forward a proposal for a regulation to define the conditions of implementation of that provision.

b) The EP asks the Commission to provide an analysis of the effects of the behaviour of banks that moved their assets from the more recently acceded Member States after adoption of rescue plans by other Member States and to examine carefully the speculative action (short-selling) in relation to the currencies of the more recently acceded Member States; Following the meeting with the political co-ordinators in ECON on 14 April on the proposed revision of Council Regulation (EC) No 332/2002, and at the request of Mrs. Berès, the Commission presented a letter, addressed to Mrs. Berès, chairwoman of ECON at the occasion of the ECON-meeting on 21 April explaining that there is a lack of available data but nevertheless providing some indicative answers.

c) The EP repeats its request from the November 2008 plenary on the previous amendment of the Regulation to have a Commission report every two years instead of every three years on the functioning of the facility.

d) Moreover, the EP asks whether any reports on the functioning of the Regulation have been drawn up since the Regulation was adopted in 2002. The Regulation (EC) No 332/2002 of 18 February 2002 stipulates that, every three years, the Council should examine the extent to which the facility still serves its purpose, its principles, arrangements and the specified ceiling for outstanding loans under the facility. The Council examination is made on the basis of a report from the Commission and after the Economic and Financial Committee (EFC) has delivered an opinion. The EP requests that it should be consulted as well.

e) The EP requests that Parliament be informed of the memorandums of understanding concluded between the Commission and the Member States concerned, which set out the conditions of the loans. The MoU is a bilateral agreement between the Commission and the MS concerned, which is an operational translation of the economic policy conditions and other elements decided by the Council. It furthermore requests that a group of experts is set up together with the EP, to prepare a framework and guidelines for future memorandums of understanding.

f) The EP notes that there is no specific legal basis for the Community to issue bonds on the global market, but that the Commission is undertaking preparatory work with a view to allowing two or more Member States, jointly, to issue euro-denominated bonds.

g) The EP believes that the conditions attached to the granting of financial assistance should be in line with the Community's objectives in terms of quality of public spending, sustainable growth and social security systems, full employment, the fight against climate change and energy efficiency.

h) The EP calls on the Commission to investigate, together with the European Investment Bank, how the 'credit crunch' in the real economy can be overcome with the help of new innovative financial instruments; points out that a variety of financial instruments could be used to ensure the flexibility of the facility providing medium-term financial assistance for Member States' balances of payments.
6.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
a) The Commission acknowledges the use of Article 100 as the basis for a new instrument on EU balance-of-payments assistance for all Member States as being one possibility among others. The Commission does not intend to put forward such a proposal at the current juncture. Moreover, in order to ensure continuity, it has been preferred to stick to the current legal instruments and limit the revision of Regulation 332/2002 to a minimum, i.e. to the increase in the ceiling as welcomed by the European Council and some necessary technical improvements that appeared necessary on the basis of the experience gained with the implementation of the balance-of-payments facility since last autumn. However, the Commission sustains the same argument as in November 2008 that the use of Article 100 as the basis for a new instrument on EU balance-of-payments assistance could be considered in the future, if required.

b) The Commission took due note of the EP request to analyse the behaviour of foreign banks in the more recently acceded Member States during the crisis. The issue was addressed in an exchange of letters with Ms. Berès, chairwoman of ECON. Because the Commission has no access to precise data on the transactions of individual banks, the confidentiality of micro-prudential data being protected by a high number of EU texts, starting with the capital requirement directive, it had to rely on proxy variables.  The main conclusion provided in the letters is that the financial stress in Hungary and some other Member States has not been due to the withdrawal of capital by foreign banks. The available data and their public commitments suggest that foreign banks intend to remain engaged as strategic investors in Central and Eastern European countries.

c) The Commission argues that there is no reason to increase the frequency of the formal reporting requirement, as it stands ready to report at any time on this issue, should there be a need to re-discuss the functioning of the facility. A formal requirement to consult the EP on the review does not seem necessary. The EP will in any case be consulted on a possible amendment of the Regulation, following the outcome of the review.

d) The first report on the functioning of the Regulation review was sent to the Council in 2005, the amendment made to the Regulation in December 2008 was considered to be the second review.

e) The Commission includes the EP request to be informed of the memorandum of understanding concluded between the Commission and the Member States. Following the EP request Article 3a of the Council Regulation amending Regulation (EC) No 332/2002, establishing a facility providing medium-term financial assistance for Member States' balances of payments provides that: "The Commission shall communicate the memorandum of understanding to the European Parliament and the Council".
f) The Commission believes that the joint issuance should be seen as an instrument for further integration of EU financial markets, especially the bond markets rather than as a tool to handle the present financial crisis. There are several technical and legal issues that would have to be overcome. It would be worthwhile to analyse the subject and investigate further its different possibilities.

g) The Commission agrees with the EP as the conditions for granting the financial assistance should be in line with the main economic objectives of the Community.

h) The Commission takes note of the EP request. The Commission considers that the EIB is playing an important role in the EU's response to the current economic situation, both within the EU and in candidate and neighbourhood countries. Innovative joint Commission-EIB Group financial instruments are being implemented in the fields of research, development and innovation (the Risk Sharing Finance Facility), transport (the Loan Guarantee Instrument for TEN-T projects) and support to SMEs' access to finance under the Competitiveness and Innovation Programme. Other innovative instruments are currently being explored in the area of energy and climate change.
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