Follow up to the European Parliament resolution on the Feasibility of introducing Stability Bonds, adopted by the Commission on 8 May 2012
1.
Resolution tabled pursuant to Rules 115(2) and 110(2) of the European Parliament's Rules of Procedure by the Economic and Monetary Affairs  Committee (ECON)
2.
EP reference number: B7-0016/2012 / P7_TA-PROV(2012)0046

3.
Date of adoption of the resolution: 15 February 2012

4.
Subject: Feasibility of introducing Stability Bonds

5.
Brief analysis/assessment of the resolution and requests made in it:

The resolution adopted by the European Parliament is a preliminary response to the Commission Green Paper
 on the feasibility of introducing Stability Bonds, to be followed by a more comprehensive text in the form of an initiative report.

In the present resolution, the Parliament expresses its concern about the current strains on the sovereign bond markets and points out the co-responsibility of the euro area in the international monetary system. In this perspective, the expected benefits of Eurobonds are reasserted by the European Parliament, which also recalls the necessity of a sound fiscal framework to make possible the introduction of Stability Bonds, noting in this context the substantial contribution of the decisions taken at the European Council of 8-9 December 2011.

In setting out the way-forward to be given to the project of Stability Bonds, the Parliament invites the Commission to further reflect about a certain number of aspects regarding the options laid out in the Green paper.

Requests related to Stability Bonds:
The Parliament proposes to deepen further analysis after a broad public debate. Specifically, a number of issues are identified as useful focus of possible future analysis (point 11):
· "effective market incentives to reduce debt levels;

· entry and exit criteria, conditionality agreements, maturity agreements, redistribution of funding benefits for the present AAA countries;

· a system of differentiation of interest rates among Member States with divergent ratings;

· a system of differentiation of interest rates among Member States with divergent ratings;

· budgetary discipline and an increase in competitiveness;

· pro-cyclical and debt-deflationary effects;

· sufficient attractiveness for market investors, while containing or avoiding over-collateralisation and redistribution of risks across countries;

· the seniority of stability bonds over national bonds in the event of a Member State defaulting on its debt;

· the criteria for allocation of the loans to Member States and the capacity to service the debt;

· measurable and enforceable programmes of debt;

· the modalities of a binding roadmap, similar to the Maastricht criteria for introducing the single currency;

· the interaction with the EFSF/ESM for Member States experiencing liquidity problems;

· Appropriate legal requirements, including treaty and constitutional changes".
Requests related to address the current sovereign and financial crisis:
The Parliament calls on the Commission to come forward rapidly with proposals to address decisively the current sovereign debt crisis.

· "…to come forward rapidly with proposals to address decisively the current sovereign debt crisis, such as the European redemption pact proposed by the German Council of Economic Experts and/or the finalisation and ratification of an ESM treaty and/or eurobills, as well as joint management of sovereign debt issuance" (point 12);

6.
Response to requests and overview of action taken, or intended to be taken, by the Commission:

The Commission welcomes the resolution which draws the attention to key issues and further work that needs to be undertaken as regards the options presented in the Green Paper and as regards proposals to exit the parallel sovereign and financial crisis.

As regards the requests addressed to the Commission related on Stability Bonds presented in the Green Paper, the Commission intends to pursue the analysis further in the context of a broad public debate.

In particular, the Commission envisages further analysis of the various issues mentioned in the resolution, which may be subsumed under the following main headings:

(a) the impact of Stability Bonds on financial markets and their attractiveness for investors;

(b) the design aspects of Stability Bonds, including the guarantee structure, conducive to the marketability of such bonds, and seniority;

(c) the fiscal underpinnings of the Stability Bonds. While the fiscal framework of the EU has recently been further strengthened, more changes in fiscal integration might be warranted to underpin the introduction of Stability Bonds. In turn, once introduced, the Stability Bonds could offer a framework to enhance the formulation and implementation of budgetary policies.

(d) a possible roadmap for the introduction of Stability Bonds, presenting similarities with the roadmap that led to the single currency;

(e) the legal and institutional issues related to Stability Bonds, including the pre-requisites to the introduction of Stability Bonds (treaty and constitutional changes).

The Commission is at present analysing the best way to follow-up previous works in order to continue to develop the Stability Bonds approach.
In its resolution, Parliament also invited the Commission to take actions regarding measures to address the current sovereign and financial crisis.
The Commission welcomes the resolution which also draws attention to key issues and further work that need to be undertaken to address decisively and rapidly the current sovereign and financial crisis. As regards to this, the Commission refers to the 'five-point plan', which has been adopted by the Council in October 2011 and the signing of the European Stability Mechanism Treaty on 2 February 2012. The Commission will continue its work in developing appropriate proposals to exit the parallel sovereign and financial crisis.
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