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Fifty years of building Europe:

lessons from American history?

An introduction

Some critical issues in the process of European unification

Economic factors and political aspects in the building of
USA and of European Union:

-iin the beginningeéo

- political economy and relationships between States
and Supranational/Federal Institutions

The present financial turmoil:

- monetary policy and financial supervision (divergences
and/or similarities across the Atlantic?)
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Some critical issues in the process of
European unification

a) political and institutional

- democratic deficit
- common foreign and security policies

- project of a Constitution, and the powers of
sovereign Nation States

- enlargement

b) economic and financial

- absence of a common economic governance
- the EU budget

- cross-border mergers and joint ventures

- criticism of the decisions of ECB

- financial integration of markets and
Intermediaries
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Chart 1] Key ECB interest rates and the
EONIA since January 1999

(percentages)
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Note: The rate for the MRO refers, for operations settled bafore

28 Juna 2000, o the rate licable to fixed rate tenders. For
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applicable to variable rate tenders.



Chart A Schematic presentation of the monetary transmission mechanism
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THREE STAGES TO ECONOMIC AND
MONETARY UNION (EMU)

llul; 1990
Abolition of all restrictions

on the movement of capital
»

- N

| January 1994 - Establishment of the

European Monetary Institute
the ECA's predecessor

| January 1999 Irrevocable

fixing of conversion rates,
ECB responsible for monetary policy

| Janwary 2003
Introduction of euro




CONVERGENCE CRITERIA

Economic and Monetary Union

Price stabilicy Interest rate
convergence

+
Public finance Exchange rate

discipline stability




10 YEARS OF EURO AREA STATISTICS AND THEIR COMPARISON
WITH THOSE FOR OTHER MAJOR ECONOMIC AREAS

Central bank key interest rates

fend-of-period)

Euro | European United Japan

area” Union States
1998 - 475 .50
1999 3.00 5.50 .50
2000 4.75 6.50 .50

Euro area enlargement
2001 3.25 1.75 0.10
2002 275 1.25 0.10
2003 2.00 1.00 0.10
2004 2.00 225 0.10
2003 2.25 4.25 0.10
2006 3.50 - 525 .40

Euro area enlargement
2007 4.00 425 0.75
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Sources: ECB, Federal Reserve System and Bank of Japan.
1) Published in the Monthly Bulletin (Chapter 1, Section 1.2) and in the Staustics Pocket Book (Chapter 8, Section 8.1), and accessible via the
ECB Sutistical Data Warchouse (hup://sdw ech.curopa.cu/quickview.do? SERIES KEY=143FMB.U2 EUR4F KRMRER _MBR.LEV).

2. Inflation rate (HICP/CPI)

fannual percentage changes)

Euro | European United | Japan®
area! Union® | States® = Euro area ]
Average 1989-08 29 33 [ +++++ European Union
1998 1.1 1.3 1.6 0.7 === United States
1999 1.1 1.2 22 0.3 — Japan
2000 2.1 1.9 34 0.7 5 5
Buro area enlargement 4 4
2001 213 22 28 0.8 3 3
2002 2.2 21 1.6 0.9 3 5
2003 2.1 2.0 23 0.2
2004 2.1 2.0 27 0.0 ! !
2005 2.2 2.2 34 0.3 0 0
2006 22 22 32 02 -1 -1
Buro area enlargement I .
007 21 a3 29 0.1 1998 1999 2000 2001 2002 2003 2004 2005 20(}6 2007

Sources: Eurostat, US Bureau of Labor Statistics and Japanese Statistics Bureau.

1) HICP. Backdata estimated {rom national CPls. Published in the Monthly Bulletin (Chapter 5, Section 5.1.1) and accessible via the ECB
Statistical Data Warehouse (http:/sdw.ech.europa.ew/quickview do?SERIES KEY=122.1CP.M.UZ N.000000.4, INX).

2) HICP. Published in the Statistics Pocket Book (Chapter 11, Section 11.1) and accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES KEY=122.1CP. M. DON OD0000. 4, INX).

3) National CP1. Published in the Statistics Pocket Book (Chapter 1, Section 1.2).



{annual perceniage changes)

l-:urilrF Eur:pr:an ;n:m:, Japan?® N
area nion ates .
Average 1989-98 6.3 - 3.7 iz Cnited States
=== Japan
1998 4.9 - 7.2 4.4
1999 56 - 7.4 3.7 12 12
2000 4.9 - 5.9 21 10 / 0
Buro area enlargement ———— - /
2001 5.4 - 8.7 2.8 8 . TN :
2002 73 . 75 13 B N .
2003 8.1 - 7.0 L7 ——" .':”
2004 5.8 - 4.7 1.9 4| ey, — 4
2005 7.4 - 4.4 1.8 5 RSTTL L D :
2006 8.4 - 4.8 1.1 e =™
Buro area enlargement 1 S K
2007 1.1 - 5.9 1.6 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECB, Federal Reserve System and Bank of Japan.

1) Published in the Monthly Bulletin { Chapter 2, Section 2.3) and in the Statistics Pocket Book {Chapter 1, Section 1.2), and accessible via the
ECB Statistical Data Warehouse (hup://sdw ech europa.eu/quickview.do?SERIES_KEY=117.BS1. M.U2.Y.V.M30.X.1.U2.2300.Z0 1 E).
2) Published in the Monthly Bulletin { Chapter 9, Section 9.2) and in the Statistics Pocket Book (Chapter 1, Section 1.2).

fannual percentage volume changes)

Euro | European United | Japan® mm  Euro area

area? Union? |  States* +++++ European Union
Average 1989.98 2.2 22 30 1.9 ==== United States
1998 28 39 42 20 — Japan
1999 3.0 3.0 4.4 0.1 6
2000 3.8 19 3.7 29
2001 1.9 2.0 0.8 0.2 4
2002 0.9 1.2 1.6 0.3 2
2003 0.8 1.3 2.5 1.4 o
2004 2.1 2.5 1.6 2.7
2005 1.6 1.9 3.1 1.9 -2
2006 2.8 3.1 2.9 2.4 4 — 4
2007 26 59 53 51 1908 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: Eurostat, US Bureau of Economic Analysis, Japanese Economic and Social Research Institute and ECB calculations.
1) Annual data are not adjusted for variations in the number of working days.

2) Published in the Monthly Bulletin (Chapter 5, Section 5.2.1) and accessible via the ECB staustical Data Warehouse
(hutp://sdw.ech.europa. eu/quickview.do?SERIES_KEY=119.ESA.Q.13.N.0000.B1QGO0.1000.TTTT.L.U.A).

3) Published in the Statistics Pocket Book (Chapter 1, Section 1.2) and accessible via the ECB statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES KEY=119. ESA.Q.V1.N.0000.B1QG00.1000.TTTT.L.U.A).

4) Published in the Monthly Bulletin (Chapter 9, Section 9.2.1) and accessible via the ECB statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES_KEY=119ESA A USN.0000.BIQGOO 1000 TTTT.L.N.A).

5) Published in the Monthly Bulletin {Chapter 9, Section 9.2.1) and accessible via the ECB statistical Data W arehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES_KEY=119ESA A JP.N.OOO0.BIQGOO 1000 TTTT.L.N.A).



5. Unit labour costs

fannual percentage changes)

Euro|European United| Japan® — Flfo ares

area’| Union®| States? +++++ Furopean Union
Average 1989-98 24 - 2.2 0.8 ==== [nited States
1998 0.4 1.5 3.0 0.8 — Japan
1999 1.0 1.4 1.8 223 6 p
2000 1.0 1.8 4.0 230 F F
2001 23 3.0 1.9 -1.4
2002 23 2.3 0.8 233 2 2
2003 20 2.2 1.5 -3 0 0
2004 1.0 0.8 1.5 238 2 3
2005 1.0 1.6 1.9 -1.3 " B
2006 0.9 1.3 2.9 -0.6 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
2007 1.5 1.7 3.7 -0.4

Sources: Eurostat, US Bureau of Economic Analysis, Japanese Economic and Social Research Institute and ECB caleulations.
1) Published in the Monthly Bulletin (Chapter 5, Section 5.1.4) and accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?S ERIES_KEY=110.ESA UAS 1000 UNLACOO000. TTTT. D).

2) Published in the Statistics Pocket Book (Chapter 11, Section 11.4).

3) ECB caleulations.

6. Population

{millions) fannual percentage changes)

Furo | European United | Japan® m— Euro arca

area Union® | States 200G EU{OPW Union
Average 1989-08% 302 479 262 123 === LUnited States
1998 305 381 376 126 — Japan
1999 306 482 279 127 3. 12
2000 307 483 282 127 19 10
2001 308 484 285 127 08 08
2002 310 486 288 127 06 06
2003 312 488 291 128 04 0.4
2004 314 4910 294 128 0z 0z
2005 316 492 296 128 0.0 0.0
2006 317 404 200 128 0.2 ; . . ; ; . ; ; ; | -0.2
30079 219 495 302 158 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: Eurostat, US Census Bureau and Japanese Statistics Bureau.

1) Annual average. Published in the Statistics Pocket Book (Chapter 2, Section 2.1) and accessible via the ECB Statistical Data W arehouse
(hup://sdw.ech.europa.ew/quickview.do?SERIES_KEY=119.ESA.A13.N.0000.POPULA.1000.TTTT.N.P.A).

2) Annual average. Published in the Statistics Pocket Book (Chapter 11, Section 11.6 and accessible via the ECB Statistical Data
Warehouse (http://sdw.ech.europa.eu/quickview.do?SERIES_KEY=119. ESA.AVI.N.0000.POPULA. 1000.TTTT.N.P. A).

3) Data refer to mid-vear population. Published in the Statistics Pocket Book (Chapter 1, Section 1.1).

4) Data refer to population on 1 October. Published in the Statistics Pocket Book {Chaptcr 1, Section 1.1).

5) 1991-9% in the case of the euro area; 1993-98 in the case of the European Union.

6) Euro area, EU and Japanese data are partly forecasts.



1. Unemployment

fas a percentage of labour force)

Euro | European | United | Japan?® — N T
areal Union ¥ | States® +s=++ European Union
Average 1989-98 9.4 - 59 2.8 ==== [nited States
1998 10.0 9.1 4.5 4.1 —— Japan
1999 9.2 9.0 4.2 4.7 13
2000 8.3 8.7 4.0 4.7
2001 7.8 8.5 47 5.0 10
2002 8.2 8.9 5.8 5.4 8
2003 8.6 8.9 6.0 53 &
2004 8.8 9.0 5.5 4.7 4
2005 8.9 8.9 5.1 4.4 5
2006 B2 8.2 4.6 4.1 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
2007 1.4 7.1 4.6 19

Sources: Eurostat, US Bureau of Labor Statistics and Japanese Statistics Bureau.

1) Published in the Monthly Bulletin (Chapter 5, Section 5.3.2) and accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.eu/quickview. do?SERIES_KEY=132.STS.M.14.N,UNEH.RTT000.4. 000,
2) Published in the Statistics Pocket Book (Chapter 11, Section 11.7) and accessible via the ECB Statistical Data Warehouse
{http://sdw._ech.europa.eu/quickview.do?SERIES KEY=132.STS.M.VI N.UNEH.RTT000 4. 0o0).
3) Published in the Statistics Pocket Book (Chapter 1, Section 1.2).

8. Labour productivity

fannual percentage changes)

Euro | European | United | Japan® = Euro area

area’ | Union® | States® s+« Furopean Union
Average growth 198998 1.7 - 1.5 1.3 ====United States
1998 0.8 I3 31 .09 — Japan
1999 1.0 1.9 2.5 1.3 4. 4
2000 1.5 23 1.7 15 3 3
2001 0.4 1.0 0.7 0.9
2002 0.2 0.9 1.9 1.9 2 2
2003 0.3 0.9 1.6 1.7 1 1
2004 1.1 1.7 2.6 2.5 0 0
20035 0.8 1.0 1.3 1.5 il | : : : : : . . . . 1
2006 1.3 1.5 0.9 1.8 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
2007 0.8 1.3 1.0 1.6

Sources: Eurostat, US Bureau of Economic Analysis, Japanese Economic and Social Research Institute and ECB calculations.

13 GDP volume change per person employed. Published in the Statistics Pocket Book (Chapter 1, Section 1.2).

2) GDP volume change per person employed. Published in the Statistics Pocket Book (Chapter 1, Section 1.2) and accessible via the ECB
Statistical Data Warehouse (hitp://sdw.ech.europa.ew/quickview do?SERIES _KEY=119ESA A V1. 5.0000.LABPRO.IOOOD.TTTT.Q.U.L).
3) ECB calculations.



9. Exports of goods and services "

fas a percentage of GDP)

Euro | European | United | .Japan === Euro area .

area? Union® | States| "7 mljmm
1908 16.5 12.4 10.7 11.3 S ted States
1999 16.4 12.3 10.4 10.6 pan
2000 18.8 14.1 10.9 11.3 25 25
2001 19.1 12.8 9.9 10.9
2002 19.1 12.5 9.3 11.7 20 x
2003 183 12.2 9.3 12.4 15 15
2004 19.1 12.3 9.9 13.8 10 — N 10
2005 20.1 13.1 10.3 14.9 TEmmmmET
2006 21.6 13.9 11.0 16.8 5 i i i i i i i i ‘ 5
2007 6 14.2 11.8 18.4 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECB, Eurostat, US Bureau of Economic Analysis, Bank of Japan and Japanese Minisiry of Finance.
1) Published in the Statistics Pocket Book (Chapter 1, Section 1.1).

2) Accessible via the ECB Statistical Data Warehouse

(http://sdw.ech.europa.ew/quickview.do?SERIES KEY=120.DD.A.13.BP_EXP.PGDP.4F_N).

3) Data to 2000 refer to EU13, for the period 2001-03 to EU25, and from 2004 to EU27.

10. Imports of goods and services"

fas a percentage of GDP)

Euro | European Unlted‘ Japan — E”mmu ]

H Und: 3 Stat LLLE L) uropéan Lnion

area nion ates wee= United States
1998 15.0 1.7 12.6 9.4 Japan
1999 15.7 12.1 13.3 9.0
2000 18.9 14.7 14.8 9.9 %ﬁ %ﬁ
2001 18.2 13.0 13.5 10.3 18 — T
2002 17.1 12.2 13.4 10.4 16 e 16
2003 16.6 1.9 13.8 10.7 14 g 14
2004 17.4 12.3 15.1 1.8 12 [ nseenst “SS=xassyeqesns 12
2005 19.1 134 161 134 10 — 10
2006 20.9 14.7 16.7 153 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
2007 21.4 14.7 16.9 16.5

Sources: ECB, Eurostat, US Bureau of Economic Analysis, Bank of Japan and Japanese Ministry of Finance.
1) Published in the Statistics Pocket Book (Chapter 1, Section 1.1).

2) Accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.eu/quickview. do?SERIES _KEY=118.DD.A 13.BP_IMP PGDP.4F_N).

3) Data to 2000 refer to EU1S5, for the period 2001-03 to EU25, and from 2004 to EU27.



Il. Current account balance"

{as a percentage of GOP)

Euro | European United Japan === Furo area )

area Union¥ States +++= European Union

=== Lnited States

1998 0.3 03 =2.5 3l — lapan
1999 .5 -0.2 -3.3 2.6 p P
2000 -5 -L1 -43 26 6 6
2001 0.3 =08 EER: 2.1 5 — 2
2002 0.8 0.0 -4.4 2.9 0] =g P TTTITTTTT e 0
2003 0.4 0.0 -4.8 32 2| b
2004 08 0.1 5.5 I B T L —=
2005 02 02 -6.1 EX == —
2006 0.0 -0.7 -6.2 39 e ' ' ' ' ' ' ' ' ' -
P B B e e 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECB, Eurostat, US Bureau of Economic Analysis, Bank of Japan and Japanese Ministry of Finance.
1) Published in the Statistics Pocket Book (Chapter 1, Section 1.1).

2) Accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES_KEY=120.DD.A13.BP_GS_N.PGDP.4F_N).

3) Data to 2000 refer to EL13, for the pedod 2001-03 o EU235, and from 2004 10 EU27.

12. Net international investment position "

{as a percentage of GDF)

Euro | European | United Japan

area® Union States === Euro area
1998 3.7 28 -102 20.9 +++++ European Union
1999 6.1 -7.9 83 19.0 ==== United States
2000 a3 84 .14 24.8 — Japan
2001 =55 -7.6 -19.0 332 ] a0
2002 4.7 -11.2 -19.9 373 40 40
2003 105 A0 195 382 0 ~N— 20
2004 -11.4 -12.8 -19.6 38.7 0 —= 0
2005 =10.4 -12.3 -18.0 337 201" RCLEE S — . ]|
2006 -12.1 -15.8 -19.2 41.4 =40 =40
2007 5.0 i i i 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECB, Eurostat, US Bureau of Economic Analysis, Bank of Japan and Japanese Ministry of Finance.
1) Published in the Statistics Pocket Book (Chapter 1, Section 1.1).

2) Accessible via the ECB Statistical Data Warehouse

(hup://sdw.ech.europa.ewquickview do?SERIES_KEY=120.DD.A13.BP_IIP_NTPGDPA4F_N).



13. Euro exchange rate "

{national currency per euro)

Us Japanese Pound

dollar® g 3 terling ¥ == Pound sterling (dght-hand scale)

omar yen sterling evess US dollar (right-hand scale)
Average 1989-989 1.1974 143.97 0.73198 e e e
1999 1.0658 121.32 0.63874
2000 0.9236 99.47 0.60948 Y 180
2001 0.8956 108.68 0.62187 130 et | 140
2002 0.9456 118.06 0.62883 120 | ___,_.:._._.:._._.,..-.. 120
2003 1.1312 130.97 0.69199 g BALTITTIT s sem- 100
2004 1.2439 134,44 0.67866 1 B ——— 030
2005 1.2441 136.85 0.68380 100 Somn gitg
2006 1.2556 146.02 0.68173 TN SRR R A R SRR BRI SR Bt
2007 13705 16125 S 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECBH.

1) Published in the Monthly Bulletin {Chapter 8, Section 8.2) and in the Statistics Pocket Book (Chapter 4, Section 4.10).
Accessible via the ECB Siatistical Data Warchmgc (hup/sdw.ech.europa.ew/'quickview do?SERIES KEY=120.EXR A LUSD.EUR.SPO0.A).
Accessible via the ECB Statistical Data Warehouse (hitpy/sdw ech.europa.ew/quickview do?SERIES_KEY=120.EXR A JPY EUR.SPO0.A).
Accessible via the ECB Statistical Data Warehouse (https/sdw.ech europa.ew/quickview do?SERIES_KEY=120.EXR. A .GBP.EUR.SPO0.A).
Rates to December 1998 (compiled by the European Commission) refer to the ECU.

pi
3
4
]

e "t e

I14. Government deficit (-) / surplus (+)

{as a percentage of GDP)

Euro | European United Japan# — Euro area

area” Union States® «ess+ European Union
1998 2.3 -1.9 0.4 -11,2 ====United States
1999 -1.4 -1.0 0.9 -7.4 — Japan
2000 00 .o 1.6 -7.6 5 5
2001 -1.8 -1.4 -0.4 -6.3 0| mmmm===tle, 0
2002 2.6 -2.5 -3.8 -8.0 -2 -2
2003 ERI -3l -4.8 -7.9 = et -
2004 2.9 -2.8 -4.4 -6.2 .9 — 8
2005 2.6 -2.5 -3.6 -6.7 -ig // -i'l’z]
§£$ i,:g :{1}:3 :§;§ ! ‘d_' 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECB, European Commission, US Bureau of Economic Analysis and Japanese Economic and Social Research Institute.
13 Published in the Monthly Bulletin (Chapter 6, Section 6.1) and accessible via the ECB Siatistical Data Warehouse
{hLLp:f'f'gdw.ech.curnpa.cw’quickvicw.dn?sE RIES KEY=121.GST.Ald4. N.B1 300.DEF.B(}000.CU.G).

2) Published in the Statistics Pocket Book (Chapter 11, Section 8) and accessible via the ECB Statistical Data Warehouse
(http://sdw.ecb.europa.ew/quickview do?SERIES K_EY—l.'El GET ANVINELIDO.SED EODOO.CU.G).

3) Published in the Monthly Bulletin (Chapter 9, Section 9.2) and accessible via the ECB Statistical Data Warehouse
(hup:/fsdw.ecbeuropa.ew/quickview do?SERIES KEY=121.GST A.US.N.B1300.DEF. BOOOOD.CU.G).

4) Published in the Monthly Bulletin (Chapter 9, Section 9.2) and accessible via the ECB Statistical Data Warehouse
(hup:/fsdw.ecbeuropa.ew/'quickview do?SERIES KEY=121.GST A JP.N.B1300.DEF BOO0.CU.G).



I15. Government debt

fas a percentage of GDP)

Euro | European | United | Japan® e Euro area )

area" Union® | States® seees E'-“_“Pﬁﬂn Union
1998 2.8 663 3.0 1072 mee- }:“‘“‘15‘3‘“5
1999 72.0 65.7 494 1209 — A
2000 a9.3 a61.7 43.7 129.0 180 180
2001 68.2 60.8 432 1364 160 ——— 160
2002 68.0 602 454 1433 4D — 140
2003 a9.2 a1.7 48.0 150.5

100 100

2004 69.6 62.1 489 1568 8 20
2005 70.2 62.6 492 163.2 ] i Tererer | B0
2006 08,5 a1.3 48.6 159.5 ! B i i S S e |
2007 66.4 58.7 492 _ 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECB, European Commission, Federal Reserve System and Bank of Japan.

1) Published in the Monthly Bulletin (Chapter 6, Section 6.2) and accessible via the ECB Statistical Data Warehouse
(htip://sdw.ecb.europa.cu/quickview.do?SERIES_KEY=121.GST.A.I4.N.BOX13.MALBI1300.SA.G).

2) Published in the Statistics Pocket Book (Chapter 11, Section 11.9) and accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.eu/quickview.do?SERIES KEY=121.GST.AVI.N.EOX13 MALE|300SA KENN

3) Published in the Monthly Bulletin (Chapter 9, Section 9.2) and accessible via the ECB Statistical Data Warehouse
(http://sdw.ecb.europa.eu/quickview.do?SER] ES_KEY=121.GST.A.USN.BOX13 MALBI1300.SA 4.

4) Published in the Monthly Bulletin (Chapter 9, Section 9.2) and accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.eu/quickview.do?SER] ES KEY=121.GSTAJP.NBOXIAMALBIAD.SAG).

16. Government expenditure

{as a percentage of GDP)

Euroe European United Japan* m— Euro area )

area" Union States® +++++ European Union
1998 48.6 47.2 31.1 40.5 o Eﬂ'm‘isw‘“
1999 48.2 46.8 30.8 36.6 pan
2000 46.2 44.8 30.6 37.1 50 50
2001 47.3 46.2 31.5 36.7 45 | T—rT T T 45
2002 47.6 46.6 32.4 371 40 0
2003 48.1 47.2 32.8 36.7 .
2004 47.5 46.7 325 355 15 P e 35
2005 47.4 46.8 32.7 35.1 il oimo e o=
2006 46.8 46.3 32.7 34.4
e i ReE: = ' 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECB, European Commission, US Bureau of Economic Analysis and Japanese Economic and Social Research Institute.
1) Published in the Monthly Bulletin {Chapter 6, Section 6.1) and accessible via the ECB Statistical Data Warehouse
(hup://sdw.ech.europa.ew/quickview do?SERIES _KEY=121.GST. A 14 N.B1300. TOE.BOO00.CU.G).

2) Published in the Statistics Pocket Book (Chapter 11, Section 11.10) and accessible via the ECB Statistical Data Warehouse
(hup://sdw.ech.europa.ew/quickview do?SERIES_KEY=121.GST.AVILN.EL3I00.TOE EN00.CU.G).

3) Published in the Statistics Pocket Book (Chapter 1, Section 1.1) and accessible via the ECB Statistical Data W arehouse
(hup://sdw.ech.europa.ew/quickview do?SERIES_KEY=121.GST. A USN.B1300. TOE. BOOO.CLU.G).

4) Published in the Statistics Pocket Book (Chapter 1, Section 1.1) and accessible via the ECB Statistical Data Warehouse
(hup://sdw.ech.europa.ew/quickview do?SERIES _KEY=121.GST A JP.N.B1300. TOE. BOODO.CU.G).



I17. Bank credit: MFI loans to the private sector

fannual percentage changes)

Euro | European | United Japan

area" Union States
Average 1989-08 7.1 - 5.6 ; — Eﬂ"’f e
1998 84 - 9.8 - === lapan
1999 100 - 5.7 -2.3
2000 9.6 - 11.3 -2.2 15 15

Euro area enlargement ——— 10 10
2001 79 - 1.7 -3.4
2002 53 - 6.1 -4.7 5
2003 49 - 5.8 -4.6 0 0
2004 6.1 - 10.3 -3.0
2005 8.1 - 12.2 0.0 -5 -5
2006 10.9 . - | 1.9 0.8 10 e e e <10
lirQ ares en s BAmEnt = 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

2007 10.8 - 10.9 0.0

Sources: ECB, Federal Reserve System and Bank of Japan.
1) Accessible via the ECB Statistical Data Warehouse (hup:/sdw/quickview do?SERIES_KEY=0 BSLM.U2ZN.UAZ0A LU2 2200201 E).

18. 3-month interbank deposit rate "

{percentages per annum, period averages)

Euro | European | United | Japan*
area® Union | States” —— ErmeT
1998 396 - 5.57 .66 ++=++ United States
1999 2.96 - 541 022 ==== lapan
2000 4.40 - 6.53 0.28 7 .
Euro area enlargement 6 6
2001 4.26 - 3.78 0.15 5[ 5
2002 3.32 - 1.80 0.08 4 4
2003 2,133 - 1.22 0.06 3 3
2004 2.11 - 1.62 0.03
2005 218 - 3.56 0.06 2 2
2006 3.08 - 5.19 0.30 I o el
Euro area enlargement {1} S, E YL "F"‘. |F'I'l"|"|"|'!ﬁ!'.'.'l-FFFFFF'|'! i
2007 498 i 510 079 1998 1999 2000 2001 2002 2003 2004 2005 2006 2{}0?

Sources: European Banking Federation and the British Bankers® Association.

1) Published in the Monthly Bulletin (Chapter 4, Section 4.6) and in the Statistics Pocket Book (Chapter 9, Section 9.5).
2) Accessible viathe ECB Statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES_KEY=143. FM. A U2. EUR4F MM.EURIBOR3IMD .LST).

3) Accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES_KEY=143. FM. A US USDAF. MM.USD3MFSR_.LST).

4) Accessible viathe ECB Statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES KEY=143. FM. A JPJPY 4F MM IPY3IMFSR_.LST).




19. 10-year government bond yield"

{percentages per annum, period averages)

Euro | European | United | Japan®
area” Union | States®
Average [989-98 5.38 - 6.94 4.23 —— Euro area
1998 4.71 - 533 1.30 eeses LUnited States
1999 4.60 - 5.63 1.76 ==== lapan
2000 5.44 - 6.03 1.76
Euro area enlargement 7 e 7
2001 5.03 X 1.34 g - g
2002 4,92 - 4.60 | e A A . N
2003 4.16 - 400 099 . .
2004 4.14 - 4.26 1.50 ; ;
2005 1.44 - 4.28 1.39 - LA T LTy
2006 1.86 ; 4.79 1.74 ][ Neamatua, gmaefoasasns TR
Euro area enlargement ] . . . . . . . . . 0
2007 413 i 4.63 168 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Sources: ECB, Reuters and Thomson Financial Datastream.

1) Published in the Statistics Pocket Book (Chapter 1, Section 1.2).

2) Accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.ew/'quickview.do?SERIES_KEY=143. FM.AU2.EUR4F.BB.UZ_10Y.YLD).

3) Accessible via the ECB Statistical Data Warehouse
(http://sdw.ech.europa.ew/quickview.do?SERIES_KEY=143. FM.AUS.USDA4F. BB.USI0YT_RR.YLD).
4) Accessible via the ECB Statistical Data Warehouse
(http://sdw.ecb.europa.ew/'quickview. do?SERIES_KEY=143 FM. A JPJPY 4F.BB.IP10YT_RR.YLD).
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January 1958
January 1973
January 1981
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May 1999

February 2003
2003

May 2004

June 2004

European Coal and Steel Community (ECSC) is established by
Belgium, Germany, France, Italy, Luxembourg and the Netherlands.
The same six countries establish the European Economic Community
(EEC) and the European Atomic Energy Community (Euratom).
Denmark, Ireland and the United Kingdom join the three European
Communities. '

Greece joins the three Furopean Communities.

Spain and Portugal join the three European Communities.

The Single European Act is adopted.

The Treaty on European Union (Maastricht Treaty), which was signed
in February 1992, enters into force. It establishes the European Union
with a three-pillar structure: i) the three European Communities; i1) the
common foreign and security policy, and iii) justice and home
affairs/police and judicial cooperation in criminal matters.

Austria, Finland and Sweden join the European Union.

The Treaty of Amsterdam, which was signed in June 1997, enters into
force; it amends both the Treaty establishing the European Community
and the Treaty on European Union.

The Treaties are further amended by the Treaty of Nice, which was
signed in 2001, to pave the way for an enlarged European Union.

The Convention on the future of Europe draws up a draft Treaty
establishing a Constitution for Europe.

The Czech Republic, Estonia, Cyprus, Latvia, Lithuania, Hungary,
Malta, Poland, Slovenia and Slovakia join the European Union,
bringing the total number of Member States to 25. '

The EU Member States agree on a Treaty establishing a Constltutlon
for Europe. .




1962

May 1964

1971

April 1972

April 1973
March 1979

February 1986
June 1988

May 1989
June 1989

July 1990
December 1990

February 1992
October 1993

November 1993
December 1993

January 1994
December 1995

December 1996

June 1997
May 1998

June 1998
October 1998

January 1999

January 2001
January 2002

May 2004

The European Commission makes its first proposal (Marjolin
Memorandum) for economic and monetary union.

A Committee of Governors of the central banks of the Member States
of the European Economic Community (EEC) is formed to
institutionalise the cooperation among EEC central banks.

The Werner Report sets out a plan to realise an economic and monetary
union in the Community by 1980.

A system (the “snake”) for the progressive narrowing of the margins of
fluctuation between the currencies of the Member States of the
European Economic Community is established.

The European Monetary Cooperation Fund (EMCF) is set up to ensure
the proper operation of the snake.

The European Monetary System (EMS) is created.

The Single European Act (SEA) is signed.

The European Council mandates a committee of experts under the
chairmanship of Jacques Delors (the “Delors Committee”) to make
proposals for the realisation of EMU.

The “Delors Report” is submitted to the European Council.

The European Council agrees on the realisation of EMU in three
stages.

Stage One of EMU begins.

An Intergovernmental Conference to prepare for Stages Two and Three
of EMU is launched.

The Treaty on European Union (the “Maastricht Treaty”) is signed.
Frankfurt am Main is chosen as the seat of the EMI and of the ECB and
a President of the EMI is nominated.

The Treaty on European Union enters into force.

Alexandre Lamfalussy is appointed as President of the EMI, to be
established on 1 January 1994.

Stage Two of EMU begins and the EMI is established.

The Madrid European Council decides on the name of the single currency
and sets out the scenario for its adoption and the cash changeover.

The EMI presents specimen euro banknotes to the European Council.
The European Council agrees on the Stability and Growth Pact.
Belgium, Germany, Spain, France, Ireland, Italy, Luxembourg, the
Netherlands, Austria, Portugal and Finland are considered to fulfil the
necessary conditions for the adoption of the euro as their single currency;
the Members of the Executive Board of the ECB are appointed.

The ECB and the ESCB are established.

The ECB announces the strategy and the operational framework for the
single monetary policy it will conduct from 1 January 1999.

Stage Three of EMU begins; the euro becomes the single currency of
the euro area; conversion rates are fixed irrevocably for the former
national currencies of the participating Member States; a single
monetary policy is conducted for the euro area.

Greece becomes the 12th EU Member State to join the euro area.

The euro cash changeover: euro banknotes and coins are introduced

and become sole legal tender in the euro area by the end of February
2002.

The NCBs of the ten new EU Member States join the ESCB.



= 40,3399 Belgian francs
= 1.95583 Deutsche Mark
- =340.750 Greek drachmas

i = 166,386 Spanish pesetas | .

. aE 6 55957 French francs
- euro =0.787564 Irish pounds

o =192 Malianlire :’:.:’ij,},lg | -
= 40.3399 Luxembourg s -

=220371 Dutch guilders

= 13.7603 Austrian schﬂhngs ¢  ; : i
- =5.94573 Finnish markkas e

- =200482 Portuguese escud




General government deficit and debt M debt (left-hand scale)
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Sources: European Commission, OECD and ECB calculations.
Note: Euro area deficit data for 2000 exclude the proceeds from UMTS licences.
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~  the achievement of  high degre fm ce stability; this will be anparent

from a rate of inflation which is close to tna.t of, at most, the three bes
performing Member States in terms of pi ice stabilit ty;

- the sustamabihty of the government financial position; this will be apparent
from having achieved a government budge etary position without a deficit
that is excessive as determined in accordance with Article [04(6);

—  the observance of the n@rmwl fluctuation mars gins o wded for by the

~  the dmab!ht/ of conversence achieved by thﬂ Member Statﬁ and of its
participation in the exchange-rate mechanism of Lhe Eumpmn Mone ar

System being reflected in the long-term interest- -rate levels.
—— —




3. Budgetary discipline rules and the excessive deficit procedure (excerpts
from the Treaty, Article 104 (ex Article 104c) and the annexed
Protocol (No. 5))

Article 104 (ex Article 104c)

|. Member States shall avoid excessive
government deficits.

2. The Commission shall monitor the
development of the budgetary situation and
of the stock of government debt in the
Member States with a view to identifying
gross errors. In particular it shall examine
compliance with budgetary discipline on the
basis of the following two criteria:

(2) whether the ratio of the planned or actual
government deficit to gross domestic
product exceeds a reference value, unless:

— either the ratio has declined
substantially and continuously and
reached a level that comes close to the
reference value;

— or, alternatively, the excess over the
reference value is only exceptional and
temporary and the ratio remains close
to the reference value;

(b) whether the ratio of government debt to
gross domestic product exceeds a reference
value, unless the ratio is sufficiently
diminishing and approaching the reference
value at a satisfactory pace.

The reference values are specified in the
Protocol on the excessive deficit procedure
annexed to this Treaty.

Protocol (No. 5) on the excessive deficit
procedure

Article |

The reference values referred to in Article
104 (2) of this Treaty are:

— 3% for the ratio of the planned or actual
government deficit to gross domestic
product at market prices;

— 60% for the ratio of government debt to
gross domestic product at market prices.



Functions of financial systems

DIRECT FINANCE

Lenders/savers
* Households
* Firms
* Government
* Non-residents

INDIRECT FINANCE

Borrowers/spenders
* Firms
* Government
* Households

+ + Non-residents







fonetary pol icy
Article 105 (ex Ar tlcle 105)

| The primary objective of the ESCB shaﬂ be to maincain prlce stabm'ty
Without prejudice to the objective of price stability, the ESCB shall support
the general economic policies in the Community with a view to contributing
to the achievement of the ob;ectwes of the Cemmumty as hid down in
Article 2. The ESCB shall act in accordance with the principle of an open
market economy with free mmpetmmn favourmg an effictent allocation of
resources, and in compliance with the principles set out i Article 4,



Article 108 (ex Article 107)

When exercising the e powers and carrying out the tasks and duties conferred
upon them by this Treaty and the Statute of the ESCB, neither the FCB, nor
a national central bank, nor any member of their decision-making bodies
shall seek or take instructions from Community institutions or bodies, from
any government of a Member State or from any other body. The Community
institutions and bodies and the gover nments of the Member States undertake
t0 respect this principle and not to seek to influence the members of the
decision-making bodies of the ECB or of the national Qentrai banks in t:he
performance of their tasks. | | |



Prinhép!«gs _
Article 2 (ex Article 2) |

The Community shall have as its task, by establishing a common market and
an economic and monetary union and by implementing common policies or
activities referred to in Articles 3 and 4, to promote throughout the
Community a harmonious, balanced and sustainable development of economic
activities,a high level of employment and of social protection, equality between
men and women, sustamable and nonamﬂatlonary growth, a high degree of
competitiveness and convergence of economic performance, a high level of
protection and improvement of the quality of the environment, the raising of
the standard of living and quality of ife, and economm and social c:ohes&on
and solidarity among Member States. - |



An illustration of the transmission mechanism

from interest rates to prices
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