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European elections: scary headlines, little impact?   

● The European election will not trigger a new political crisis, let 
alone an economic one, despite many scary headlines about 
Europe’s 507m citizens turning against the EU at this week’s vote. 

● Pro-EU mainstream parties will probably take close to 70% of 
the vote, according to opinion polls. The centre-right European 
People’s Party and the centre-left Socialists should take close to 30% 
each. All anti-EU parties together will struggle to reach that. 

● Right-wing anti-EU parties are likely to make strong gains in 
wealthy northern European countries. The appeal of the French 
Front National or UKIP in the UK may reflect anti-EU sentiment, 
but also their anti-immigration stance and some solidarity fatigue in 
rich EU member states. 

● Left-wing protest parties are likely to gain in many southern 
European countries. While austerity and structural reforms are 
designed to resolve policy errors that led to the crisis, many people 
still see them as the cause of it. 

● But anti-EU sentiment peaked in 2013. The modest economic 
recovery and the success of the reform policies, as well as the external 
threat of Russia, have led to a tentative rebound in EU approval 
ratings in most member countries. If Europe stays the course, the 
political crisis will end together with the economic crisis. 

● While the European centre-left and centre-right differ on many 
policy aspects, they will work together with each other and member 
states when it really matters. 

● In the coming years, the European Parliament has few critical 
issues to decide. It is not involved in the euro crisis management, 
nor in the new fiscal supervision. The budgetary framework is set until 
2020. Of course, there will be lots to do, not least in product market 
and financial regulation; but these decisions are unlikely to derail the 
recovery either way.  

● The parliament could matter in any treaty change negotiations, 
for instance if the UK wants to renegotiate its membership after the 
2015 general elections. But getting member states to agree on changes 
unanimously is likely to be the far greater challenge. 

● The parliament will matter in setting up the next EU 
Commission. If it manages to get a strong EU Commission President 
à la Delors or Prodi, economic and political integration could make 
progress, at least among the willing. 

● One potential casualty could be the US/EU free trade 
agreement. Liberal and centre-right parties supporting the deal are 
likely to fall far short of a majority. The European Parliament will play 
a key role in any approval process. 

● The real risks are national. In Greece, the fragile coalition could 
break, with the European elections another potential trigger. If the 
radical left takes over, Greece’s stretched public finances may break. 
In France, the unpopular government may struggle to impose 
necessary reforms. And economically-buoyant Britain may risk its 
upswing by voting itself out of the EU. 
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Mainstream win, right gains in north, left in south 

The fall-out from the global financial crisis, and particularly the euro 
crisis, has cost the EU much political support. This voter dissatisfaction 
will inevitably leave a mark in the results of the European elections. 
Many voters consider the European parliament as irrelevant, making 
European elections a great valve to express dissatisfaction with anything 
on the European or national political level. Participation tends to be low 
in many countries, aggravating the effect. In countries with first-past-
the-post systems, European elections are the only chance for smaller – 
often less mainstream – parties to gain seats, and thus major funding. 

Headlines will largely pick up the impact of the protest vote. Fringe 
parties from the left and right are likely to do much better than in 2009. 
But anti-EU sentiment probably peaked in late 2013 (see our Chart of 
the Week European elections: is support for the EU starting to rebound? of 16 
May 2014 and Chart 1). The beginning economic recovery, in which EU 
reforms played a key role, is starting to help the EU. If Europe stays the 
course, the protest vote, at least as far as it is driven by anti-EU 
sentiment, will fade. 

Beyond the simplistic analysis that anti-EU parties are gaining ground, 
there are some interesting trends, at least based on the very volatile and 
unreliable polling for the elections, which will really influence European 
politics in the coming years. 

First, the mainstream parties will defend their leading positions 
according to opinion polls (see Chart 2 and Table 1). Either the 
mainstream centre-right or the mainstream centre-left will send the 
largest number of delegates to the European Parliament. Together with 
the liberals and greens, the mainstream parties will likely hold close to a 
70% majority in parliament. If a decision really matters, the mainstream 
will get it through. 

Second, victory is more symbolic, since the European Parliament does 
not elect a government. But, as the parliament has to confirm the EU 
Commission, member states may choose a Commission President from 
the victorious party. Overtaking the centre-right EPP would be a 
massive victory for the Socialists given how large the lead was at the last 
elections. The conservatives will suffer most in France and Italy. 

Third, smaller mainstream parties like the liberals and greens are likely to 
be hit hard. The liberals are likely to suffer for the pro-European stance 
in Germany and the UK. The Greens are likely to lose most in France, 
where they had supported President Hollande’s unpopular government. 

Fourth, right-wing euro sceptics will do well in several wealthier 
northern member states, such as the UK, France, Netherlands, Finland 
and Austria. Many people blame solidarity for the crisis, even though the 
trouble would have got much bigger without the financial support of the 
EU and IMF. 

Fifth, left-wing protest parties will do well in many southern European 
countries and Ireland. Many people blame tough austerity and 
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liberalisation for the recession, even though excessive borrowing and 
rigid labour markets caused the crisis. 

Sixth, the right-wing and left-wing parties may want to block all sensible 
mainstream policies in order to make the EU dysfunctional. But they will 
not have the votes for that. In addition, Greece’s Syriza and Italy’s 5-Star 
movement on the populist left have very little in common with UKIP 
and the Front National on the other side. While the former two might 
happily vote for more EU spending on social affairs or infrastructure 
investment, the latter two might look on in horror. 

If the votes do not deviate massively from the opinion polls, the voting 
behaviour of the European Parliament should not change dramatically. 
Neither the centre-left nor the centre-right alone had a majority before, 
and neither will have one after the elections. But an informal grand 
coalition of the mainstream parties will have a majority. At the margin, 
the balance may be tipped a little further towards the centre-left, as the 
centre-right’s reform policies are blamed for high unemployment in 
many countries. 

While centre-right and centre-left may fight over individual laws and 
regulations, they are likely to cooperate when things get serious. On 
important issues, such as treaty change, the mainstream parties are likely 
to cooperate with each other and national governments. The protest 
parties are likely to try and block all legislation coming from the 
Commission. As before, the Commission will have to try and muster 
broad-based support for its proposals among the mainstream parties. 
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Chart 1: EU support rebounding Chart 2: Mainstream parties comfortably ahead 

 

 
Percentage of respondents with favourable opinion of the EU.  
Source: PEW Research Center Global Attitudes Survey. 

Survey of national polls on 12 May 2014. See table below for explanations of the 
acronyms. Source: European Parliament and TNS Opinion. 
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Table 1: Overview of European political groups 

Party Exp. seats 
(+/-) 

Policies Performance in key member 
states 

European People’s 
Party (EPP) 

221 (-52) Pro-integration, protect free 
movement. 

Economically liberal, pro-TTIP. 

Immigration control. Enlargement 
sceptical. 

Fiscal responsibility. 

Stable and strong in Germany and 
Spain; weak in France, Italy and 
Poland; not running in UK. 

Socialists and 
Democrats (S&D) 

194 (-2) Pro-integration. 

EU youth employment programme, 
EU minimum wage. 

Fiscal responsibility with flexibility. 

Stronger in Italy; rebounding in 
UK; slightly better from low base 
in Germany, Poland and France; 
weaker in Spain. 

Alliance of Liberals 
& Democrats for 
Europe (ALDE) 

62 (-21) Pro-integration, Pro-enlargement. 

Pro-market reforms, lower taxes. 

Fiscal responsibility. 

Pro-TTIP, but data protection. 

Very weak in Germany, Italy and 
UK; stable at low levels in France, 
Spain and Poland; stronghold in 
Benelux. 

Greens/ European 
Free Alliance 
(G/EFA) 

52 (-5) Pro-integration. 

Against TTIP, against wage cuts. 

Environmental protection. 

ECB employment mandate. 

Weaker in Germany and France; 
stable elsewhere; stronghold in 
Belgium. 

European United 
Left/ Nordic Green 
Left (GUE/NGL) 

52 (+17) ECB lend to governments directly. 

Against fiscal rules, Debt 
moratorium. 

Immigration reform. 

Stable in Germany, France, UK 
and Poland; stronger in Italy and 
Spain.  

European 
Conservatives & 
Reformists (ECR) 

44 (-13) Similar to EPP, but against further 
integration. 

Sceptic on free movement. 

Setback in UK (Conservatives), 
unclear whether other members 
will stay. 

Europe of Freedom 
and Democracy 
(EFD) 

33 (+2) Anti-EU, anti-immigration. Particularly strong in UK (UKIP). 

Others 100 (+67) Largely anti-EU. 

Many radical left and right parties. 

Strong in France (Le Pen), Italy 
(Grillo), Netherlands (Wilders). 
Gaining but small in Germany, 
Spain. 

Source: European Parliament and TNS Opinion, 12 May 2014 
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Irrelevant for euro crisis, but TTIP in danger 

Thanks to the Lisbon treaty, the European parliament now plays a great 
role in EU legislation, which, in turn, is the source of large shares of 
national legislation in Europe. In product and financial market regulation or 
deregulation, in particular, the parliament has a great say. But while the new 
EP could theoretically disrupt the day-to-day grinding of the Brussels 
legislative machine, there are few decisions to be taken in the coming years 
which would be likely to upset financial markets either way. 

The election may directly influence the choice of the new commission 
president. The mandate of the current Commission under President 
Barroso ends on 31 October. Around that time, the member states will 
have to propose a new Commission President, who will have to be 
confirmed by the Parliament with a simple majority. Given the new 
Spitzenkandidat (leading candidate) system, the member states may 
effectively be forced to nominate either Martin Schulz of the Socialists or 
Jean-Claude Juncker of the EPP for the post. Under Barroso, the role of 
the Commission President may have diminished somewhat, but there have 
been powerful Commission Presidents in the past, eg Delors (1985-1994) 
or Prodi (1999-2004). Juncker, and especially Schulz, could take more 
independent positions vis-à-vis the national governments than Barroso did. 

Whether the UK can successfully renegotiate its terms of EU membership 
hinges more on national governments than the EP. If the British 
conservatives win the next UK general election, they have committed to 
negotiate EU reforms that may require changes to the EU treaties. National 
governments remain the masters of the treaties, and are the only ones who 
finally sign off the changes. The European parliament plays a comparatively 
small role in treaty changes. A stronger anti-EU faction may be sympathetic 
to the UK proposals, but the mainstream parties may close their ranks. But 
the European Parliament is not the key issue, in our view, as convincing all 
the national governments of the need for change looks extremely 
challenging already. 

The European Parliament is very unlikely to cause a renewed flaring up of 
the Euro crisis, as it plays almost no role in Eurozone rescue measures. 
Potential new bail-outs will be funded by the ESM, which is backed by the 
national governments of the Eurozone countries. Bail-out conditionality is 
negotiated between the bailed-out country and the ESM, usually helped by 
the troika of EU, IMF and ECB. The European parliament may be 
consulted, but as the ESM is an inter-governmental vehicle between 
Eurozone countries, the EU parliament has little influence. The European 
parliament passed the last major parts of the required legislation for the 
Eurozone banking union on 15 April 2014. The parliament is unlikely to 
play a critical role in the day-to-day oversight of banks, or in cases of bank 
resolution.  

The European parliament has little say in European fiscal policies. While 
the EU Commission has a big role in policing the Eurozone fiscal compact 
and fiscal and economic policy coordination in the Eurozone (see New euro 
rules: the world’s toughest rule book of 31 May 2013), the parliament has no say 
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in this. Even if left-leaning parties were to win a majority in the parliament, 
Eurozone fiscal discipline would not be undermined. 

While smaller EU budgetary issues could be controversial, the EU budget 
framework until 2020 was already adopted by the European Parliament in 
November 2013 in the multi-annual budget framework for 2014-2020. 
There should not be any major budget negotiations in the next parliament. 

The EP could thwart the EU/US free trade deal. Like all trade policy, the 
Transatlantic Trade and Investment Partnership (TTIP) can only be 
concluded with the consent of the European Parliament. Only the EPP and 
the Liberals, with about 280 seats together, are firmly committed to TTIP. 
Even with the support of some smaller groups, like Britain’s conservatives, 
the supporters are likely to fall short of the necessary 376 votes. This will 
give the Socialists a lot of power to restrict how far TTIP will go. 

 

THE REAL RISKS ARE IN NATIONAL POLITICS 

European elections, like any mid-term elections, can produce setbacks for 
ruling parties which sometimes change the national political discourse. We 
are carefully watching three countries, in particular.  

 

Greece: Pasok Suicide and Grexit talk? 

Prime Minister Samaras rules in a coalition between his centre-right ND 
(125 seats) and centre-left Pasok (27 seats), giving him a wafer-thin majority 
of 152 seats in the 300-seat parliament. In the last two weeks, Pasok leader 
Venizelos has repeatedly suggested that Pasok may withdraw from the 
coalition if his group does very badly at the two rounds of municipal 
elections (18 and 25 May) and the European elections on 25 May. Without 
Pasok, Samaras would not have a majority. Snap elections could potentially 
propel left-wing Syriza into power, which is neck-and-neck with ND in 
opinion polls.  

Pasok leader Venizelos has not clearly defined the catastrophic election 
outcome that could trigger his exit from the coalition. In the first round of 
municipal elections, the party did less badly than feared. Still, his group is 
only standing at 5-7% in the polls. His dire warnings may be meant to 
mobilise votes rather than as a pre-commitment to really bring down the 
national government if the local/EU elections go wrong for Pasok. 

For the sake of argument, let’s assume the tail risk of snap elections and a 
left-wing government in Athens were to materialise. As Syriza wants to 
revoke the memorandum with Greece’s official creditors, this could bring 
back a serious Grexit risk unless Syriza turns itself into a responsible 
political force fast. This could push Greece into another deep recession and 
make waves around Europe. But it would not throw us back to the bad 
days of late 2011 and the first half of 2012. The Eurozone now has a well-
oiled machine to contain contagion risks. The ECB could publicly remind 
investors that it could intervene massively under its OMT or a QE 
programme if need be. If spoken with conviction, some magic words from 
Draghi could probably prevent major spill-over effects to Italy and Spain.  
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France: President sans majorité? 

To revive France’s economic fortunes, Prime Minister Valls is planning 
unpopular spending cuts to reduce the corporate taxes that are stifling 
investment and jobs growth in France. But his majority in parliament is 
narrow. In a recent vote on his overall fiscal plans, he already needed some 
opposition support because some Socialists did not back him. What if, after 
a major rebuke from voters at the EU elections, the left-wing of the 
Socialists breaks away from their party instead of backing a fiscal policy 
which they dislike? Germany’s centre-left reformer, Schröder, also lost his 
party’s left wing after his Agenda 2010 reforms.  

If France then had to call early elections to its national parliament because 
the centre-right might prefer such new elections to a coalition with the 
rump Socialists, the risk would be that the anti-EU fringes on the right and 
on the left could be the real winners, together gaining a majority of seats. 
That would make it impossible to form any responsible government in 
Paris.  

We consider this a mere tail risk. Three factors make it unlikely to 
materialise. First, Prime Minister Valls will probably adjust or water down 
his proposed cuts to such an extent that he gets these mini-reforms through 
parliament even if some Socialists desert him. Second, if need be, the 
centre-right would probably offer conditional support to Valls rather than 
provoke new national elections as long as the Front National is riding high 
in the opinion polls. And third, in a national vote that counts, some French 
voters will probably return to mainstream parties, having let off some steam 
at the European election before. 

 

Britain: UKIP, Scexit, Brexit and other calamities? 

In Britain, the hypothetical tail risk is that a very strong showing of UKIP 
in the European elections could provoke a Scottish counter-reaction against 
the kind of backward-looking little England which UKIP seems to 
represent. This might then tip the balance in the Scottish referendum on 18 
September in favour of independence. With the relatively pro-EU part of 
the UK gone, markets might worry that the rump UK could exit the EU 
soon. This would create serious uncertainty, and cast a deep shadow over 
the outlook for investment and growth in the UK. 

All these are tail risks. We do not consider them very likely. In Greece, 
Pasok would have little to gain from leaving the government. Pasok would 
most likely lose most of its parliamentary seats in a snap election. In France, 
PM Valls may not achieve as much as he would like to, but some soul-
searching in the Socialist party will probably not bring him down and cause 
new parliamentary elections. In Britain, a strong mid-term protest vote for 
UKIP is widely expected anyway, and may not change the national 
discourse in the country as a whole or in Scotland very much.  

Anti-EU sentiment seems to have receded somewhat in the last few 
months in response to the fading of the euro crisis and the beginning 
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turnaround in many European labour markets (outside France and Italy). 
Nonetheless, protest parties look set to do well on 22-25 May. We will have 
to watch how this protest vote, which in itself will change very little on the 
EU or the Eurozone level, reverberates through the national political 
debate in some key EU member countries. 
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Disclaimer 
 
This document was compiled by the above mentioned authors of the economics department of Joh. 
Berenberg, Gossler & Co. KG (hereinafter referred to as “the Bank”),. The Bank has made any effort to 
carefully research and process all information. The information has been obtained from sources which we 
believe to be reliable such as, for example, Thomson Reuters, Bloomberg and the relevant specialised press. 
However, we do not assume liability for the correctness and completeness of all information given. The 
provided information has not been checked by a third party, especially an independent auditing firm. We 
explicitly point to the stated date of preparation. The information given can become incorrect due to 
passage of time and/or as a result of legal, political, economic or other changes. We do not assume 
responsibility to indicate such changes and/or to publish an updated document. The forecasts contained in 
this document or other statements on rates of return, capital gains or other accession are the personal 
opinion of the author and we do not assume liability for the realisation of these. 

This document is only for information purposes. It does not constitute a financial analysis within the 
meaning of § 34b or § 31 Subs. 2 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 
investment advice or recommendation to buy financial instruments. It does not replace consulting 
regarding legal, tax or financial matters. 

 
Remarks regarding foreign investors 
The preparation of this document is subject to regulation by German law. The distribution of this 
document in other jurisdictions may be restricted by law, and persons, into whose possession this 
document comes, should inform themselves about, and observe, any such restrictions. 
 
United Kingdom 
This document is meant exclusively for institutional investors and market professionals, but not for private 
customers. It is not for distribution to or the use of private investors or private customers. 
 

United States of America 
This document has been prepared exclusively by Joh. Berenberg, Gossler & Co. KG. Although Berenberg 
Capital Markets LLC, an affiliate of the Bank and registered US broker-dealer, distributes this document to 
certain customers, Berenberg Capital Markets LLC does not provide input into its contents, nor does this 
document constitute research of Berenberg Capital Markets LLC. In addition, this document is meant 
exclusively for institutional investors and market professionals, but not for private customers. It is not for 
distribution to or the use of private investors or private customers. 

This document is classified as objective for the purposes of FINRA rules. Please contact Berenberg Capital 
Markets LLC (+1 617.292.8200), if you require additional information. 
 

Copyright 
The Bank reserves all the rights in this document. No part of the document or its content may be rewritten, 
copied, photocopied or duplicated in any form by any means or redistributed without the Bank’s prior written 
consent. 
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