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The lessons of crisis: what Europe needs  
  

 Europe is changing: (1) The systemic euro crisis is over. (2) Rising 
sentiment against immigration and a backlash against the temporary 
pain of reforms have strengthened anti-EU fringe parties. (3) The risk 
that the UK may eject itself from the common market has risen. 

 A better Europe instead of more Europe: Amid integration fatigue 
and a UK aversion to “more Europe”, the way forward can only be a 
better Europe. European leaders need to focus on the bare 
essentials, not on what may also be desirable: what are the smallest 
possible changes to the current rules and institutions that can 
enhance the governance of the region sufficiently? 

 The two bare essentials – fiscal and political sustainability: In a 
currency union, fiscal problems of one member can have a spill-over 
effect on others. A currency union needs clear fiscal rules. In 
addition, its institutions must be designed and its rules must be 
policed in ways that are politically sustainable.  

 In decent shape: By now, most of the minimum requirements for a 
successful currency union are in place in the eurozone. 

 Conditional lender of last resort: With the European Stability 
Mechanism (ESM) and the ECB’s Outright Monetary Transactions 
(OMT) programme, the eurozone can stop any irrational market 
panic. All members which respect the “tough love” rules of the club 
can be shielded against contagion risks. 

 Breaking the doom loop: The essential elements of a banking union 
are being put in place this year. A direct recapitalisation of problem 
banks through the ESM may be desirable, but it is not essential. 
Problem countries now have a lender of last resort anyway. 

 Fiscal rules: With the new Fiscal Compact, the Eurozone now has 
the right set of fiscal rules, including a sufficient degree of flexibility. 

 Reforms instead of austerity? Strengthening a country’s growth 
potential through structural reforms matters more than short-term 
austerity. In the political decisions on the pace of fiscal correction, 
the current fiscal rules already offer the required flexibility to reward 
countries that pursue genuine supply-side reforms.  

 Fiscal facility? Beyond the ESM with its highly conditional support 
funds, the Eurozone needs no further fiscal facility.   

 One big challenge: The rules are fine. The way in which they are 
policed and enforced is not. The challenge is to improve the process 
in a way that minimises the inevitable political strains. 

 Our proposal: an Independent Fiscal Council: Instead of the EU 
Commission or the troika, an Independent Fiscal Council (IFC) akin 
to the ECB board should regularly examine the fiscal positions of all 
euro members. As a neutral referee, the IFC should not prescribe one 
set of recommendations. But it should assess which policies and 
structural reforms would or would not enable a country to fully 
comply with the fiscal rules, leaving the choices such as those 
between more demand-side austerity and more supply-side reforms 
to the country itself. 

 A seal of approval: Only IFC-approved countries would be eligible 
for potential ESM and hence ECB support. This would give fragile 
countries a strong reason to always get IFC approval. All euro 
members could lower their financing costs by earning the IFC seal, 
especially if the ECB and bank regulators were to grant privileged 
status to bonds from IFC-approved euro sovereigns. 
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Europe: forced to focus on essentials 

Europe has changed profoundly over the last two years, in three major ways.  

1. The systemic euro crisis is over: The safety net provided by the ECB, the 
impressive adjustment progress at the euro periphery and some changes to the 
governance of the Eurozone have seen to that.  

2. Integration fatigue: Rising sentiment against immigration combined with a 
backlash against the pain of reforms in many EU countries have strengthened 
populist anti-EU fringe parties. There is no reliable political majority in the EU 
for an ever closer union of its 28 member states.  

3. Brexit risk: The risk that the UK may eject itself from the common market by 
accident or design, jeopardising its own prosperity in the process, is no longer 
negligible. 

Having survived the heat of the euro crisis, Europe now needs to draw the 
permanent lessons from the recent turmoil. The discussion needs to go beyond the 
question of how the fiscal position of all member countries can be made fully 
sustainable. Even more so, the new architecture of the Eurozone and the EU also 
needs to be politically sustainable. 

Amid integration fatigue and a UK aversion to anything that may strengthen the 
cohesion of Europe, the way forward for the Eurozone and the EU cannot be 
“more Europe”. It can only be a better Europe. European leaders need to look for 
the smallest possible changes to the current European rules and institutions that 
can deliver the biggest possible gains in terms of better governance and greater 
resilience against systemic risks. Not all that may be desirable or beneficial on its 
own may be feasible. Europe needs to focus on what is absolutely essential at the 
EU and the Eurozone levels, leaving everything else to national politics. 

But what are the bare essentials for the euro members? Like other financial crises, 
the euro crisis has shown that herd behaviour is a fact of life. It rules in fashion, it 
can rule in markets. Investors sometimes take what happens to them in one part of 
a market or in one part of a currency union as a precedent for what can happen to 
them in other parts without fully acknowledging the genuine differences between 
these markets and countries. Problems in one country can have serious spill-over 
effects to other member countries of a currency union. As a result, countries 
sharing a common currency must jointly safeguard their money against market 
panics and against mistaken policies that may trigger such panics. To understand 
what this means, we need to look at a stylised history of the euro crisis.   
 

Searching for the lender of last resort: the euro story  

From the start of the Greek debt crisis in late 2009 until mid-2011, the Eurozone 
managed to contain the contagion risks from the Greek troubles with the help of a 
temporary fiscal firewall, the European Financial Stability Facility (EFSF), later 
folded into the permanent fiscal firewall of the ESM. Although discussions about 
“collective action clauses” for future sovereign bonds and about potential debt 
restructuring in the Eurozone triggered a surge in borrowing costs for Ireland and 
Portugal and forced these countries to ask for help in late 2010 and early 2011, the 
overall Eurozone was barely affected. After all, wobbly Greece, Portugal and 
Ireland jointly account for just 6% of Eurozone GDP. By mid-2011, Germany was 
approaching an economic boom.  
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However, the decision in July 2011 to restructure Greek public debt sparked a 
market panic. The turmoil spread from Spanish and Italian bonds to all European 
equity markets so fast and furiously in August 2011 that the entire Eurozone fell 
from trend growth in the first half of 2011 into recession by Q4 of that year.  

The mistake was less to break Europe’s May 2010 promise to fully repay Greek 
sovereign debt as long as Greece subjected itself to an austerity and reform 
programme. The real mistake was to restructure Greek debt without first erecting 
adequate safeguards against contagion to big countries such as Italy and Spain.  

Instead of reassuring markets that Italian or Spanish debt is safe, or would be made 
safe with an adjustment programme, regulators asked banks in a stress test exercise 
to treat Italian and Spanish sovereign debt as toxic and set aside extra capital to 
cover the perceived risks. The resulting buyers’ strike for such sovereign debt was 
one of the major transmission mechanisms of contagion from small Greece to the 
much bigger Italian economy (18% of Eurozone GDP) and the Eurozone as a 
whole.  

For one year after the confidence shock of July 2011, the Eurozone dithered. To be 
fair, policymakers tried a lot, with one crisis summit after the other. Even the ECB 
cut rates, injected record amounts of liquidity in two three-year refinancing 
operations and resumed buying a “limited amount” of bonds on a “temporary” 
basis. Nothing helped to stop the rot. Amid minor fluctuations, economic 
confidence fell and fell. By mid-2012, even Germany was on the verge of recession 
(Chart 1). Afraid of what the future may hold amid the euro turmoil, even German 
companies slashed their domestic investment plans. 

Shattered confidence cannot be restored easily. In a panic, polite suggestions that 
perhaps not everybody should rush towards the same exit do not help. It takes a 
really big megaphone to grab the attention of a panicking crowd.  

On 26 July 2012, ECB president Mario Draghi finally drew the obvious 
consequence. At a speech in London, he vowed “to do what it takes” to end the 
crisis and eliminate the “panic premium” in peripheral bonds, adding a “and believe 
me, it will be enough”. Rarely have a few words changed the course of economic 
history so much. The euro crisis has receded ever since. The change was not just in 
financial markets. Right after the ECB presented its programme for OMT in early 
September 2012, economic sentiment turned up across the Eurozone, in the 
periphery as well as in Germany (Chart 2).  

Sparking a panic 
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Chart 1: Sentiment before the ECB stepped in Chart 2: Draghi did it – post-OMT rebound  

  
Economic sentiment January 2005-August 2012; periphery: weighted average for 
Italy, Spain, Greece and Portugal. Source: EU Commission 

Economic sentiment January 2005-May 2014. The ECB announced its 
OMT programme in August 2012 and presented details in September 2012. 
Source: EU Commission 
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Five ingredients for lasting success  

The experience suggests that five key ingredients are needed for the lasting success 
of the currency union.  

1. Fiscal sustainability: Excessive fiscal deficits or the vulnerability that comes 
from the refinancing needs of an excessive debt burden of one country can 
have serious spill-over effects on other countries. The Eurozone needs fiscal 
rules for deficits and debt-to-GDP ratios. All member countries need to run 
fiscal policies that are sustainable, or can be made sustainable easily, with a 
margin of error to spare. 

2. Contagion control: The Eurozone needs a lender of last resort to reliably stop 
or prevent a market panic.1 

3. Breaking the doom loop: Problems in the banking sector and public finances 
can reinforce each other in a doom loop when sovereigns are seen as too weak 
to support troubled banks while banks without such support are seen as hurting 
the economy and hence the tax base of the sovereign. In a spiral of fear, 
sovereigns and banks can go down together unless the loop is broken. 

4. Enforcing the rules: Rules need to be enforced. In an extreme case, that 
enforcement must entail a credible threat that a wayward member could be 
expelled if it continues to flout the rules in a way that seriously harms the group 
as a whole. For such a threat to be credible, the currency union must be able to 
contain the potential turmoil which a hypothetical exit may entail. 

5. Political sustainability: The architecture of the Eurozone, and the way in 
which its rules are set, policed and enforced, needs to be politically sustainable, 
economising on the use of scarce political capital for these purposes.  

Below, we examine to which extent these building blocks of a stable currency are 
already in place in the Eurozone, looking first at the lender of last resort function 
and then at the other related aspects. 
 

Building blocks of a resilient currency union  

1.  A conditional lender of last resort 

The question of who the required lender of last resort should be has been answered 
beyond reasonable doubt by the history of the euro crisis. The ESM and its precursor, 
the EFSF, did not suffice to prevent a panic. Even discussions about increasing the 
size of these fiscal support funds willed by the parliaments of euro members did not 
make much difference either. Markets know that parliaments can only command 
limited sums. And if there is a limit, speculators can bet against it. Only the central 
bank with its potentially unlimited ability to intervene in markets in its own currency 
can reliably prevent or end a financial panic.  

The lack of a clear lender of last resort was the one and only crucial institutional 
shortcoming of the Eurozone. That was the make-or-break issue. In the absence of 
a reliable safety net that only a lender of last resort can credibly supply, panic could 
and did spread like wildfire throughout the Eurozone after the July 2011 decision to 
restructure Greek public debt. Once the ECB stepped forward as the conditional 
lender of last resort on 26 July 2012, the systemic euro crisis faded. With the ECB’s 
OMT programme and the readiness of the ECB to consider broad asset purchases 
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1 See also our report Euro crisis: The role of the ECB, Berenberg, 29 July 2011. 
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(“quantitative easing”), the Eurozone now has a lender of last resort.  

The ECB has tied its OMT programme to an ESM adjustment programme for any 
potential beneficiary country. Only countries for which enough national parliaments 
have endorsed an ESM programme that includes ESM bond purchases on the 
primary market can be eligible for potential ECB bond purchases on the secondary 
market in case of turmoil. 

This means two things. First, the ECB can make sure that an ESM programme 
cannot fail because of a lack of funds. The ECB can scale up an ESM programme so 
that it impresses panicky markets and scares away the speculators if need be. 
Second, the ECB will only support countries that subject themselves to ESM 
conditionality. All relevant ESM decisions have to be taken with a “qualified” 
majority of 80%. This gives the German parliament (Germany has a 27.07% share in 
ESM capital) and/or groups of smaller countries a de facto veto over the ECB’s 
OMT programme. The ECB itself does not take the key political decision, namely 
whether a country is worth supporting or not and which conditions should apply. 

While other central banks act as lenders of last resort without setting conditions, ECB 
support through its OMT programme is highly conditional. This matters for a 
fundamental reason. The Eurozone is not a nation state in which central authorities 
can easily take on extra tasks when needed, including the redistribution of risks that 
this may entail. In the Eurozone, no central authority has the legitimacy to take 
potentially far-reaching decisions beyond what has been explicitly enshrined in the EU 
treaties already. Only the national parliaments of member states can do that. As a 
result, big decisions such as granting serious support to each other need a high degree 
of approval by national parliaments. This is the case for decisions under the ESM 
framework and hence for the OMT programme that the ECB has tied to the ESM.  

In the Eurozone, the conditions for mutual support have to be endorsed by the 
national parliaments of those countries that grant or underwrite such support. As a 
result, “tough love” is the rule of the game in the Eurozone: members can only 
receive help if they let those granting it set the conditions for such support.2 In 
practice, this means that serious support within the Eurozone can only take the 
form of conditional credits, not of outright transfers.  

“Tough love” is not just a political imperative. It also gets the incentives right to 
pursue pro-growth policies. Countries in need of help are forced by the conditions 
to shape up. Transfer systems within nation states typically provide little incentive 
for the recipient region to correct its policies. They may even reward the laggards 
instead. 

The most essential ingredient to keep the euro crisis at bay and to prevent further 
market panics has been in place since the summer of 2012. The Eurozone has a 
fully-fledged lender of last resort courtesy of the ECB promise to defend all 
countries that play by the “tough love” rules of the euro against any irrational 
market panic.  

 

2.  The right kind of banking union 

Financial intermediation in the Eurozone works largely through the banking system. 
A well-functioning banking system is even more important for the Eurozone than 
for the US and the UK with their more capital-markets-based systems of 
channelling money from savers to investors. To restart growth after a financial 
crisis, banking problems need to be fixed fast and decisively. That the Eurozone 
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failed to do so is a major reason why the economic recovery from the euro crisis has 
remained shallow so far. 

But what does the Eurozone need to fix its banking issues? And which of these 
requirements are already in place? 

 A common market needs common minimum rules for competition to 
flourish. Such rules are in place. 

 The bank supervisor needs to be credible. In the wake of the Lehman and 
euro crises, many national bank supervisors lost credibility with markets, being 
seen as overly lenient in their treatment of their domestic banks in order to 
avoid having to inject public money into these banks. Creating a common 
Eurozone bank supervisor with few ties to banks and finance ministers on the 
national level mitigates this problem. By turning the ECB into the supervisor 
for all major Eurozone banks as of November 2014, the region has tackled this 
issue. It will soon have a credible multinational supervisor. 

 The most problematic banks need to be wound down in an orderly fashion. 
The processes for that are being put into place. No more is needed than is being 
implemented already. 

 Viable banks with potential capital shortfalls need to raise capital to be 
ready to withstand shocks, and to be seen by markets and other banks as 
ready to withstand shocks. With the comprehensive assessment scheduled to 
last until November 2014 and with the recapitalisation of banks that may still 
need capital thereafter, this process is well under way. 

 Breaking the doom loop: Markets need to know and believe that banks have a 
reliable sovereign backstop in cases of an extreme crisis. With the ESM and the 
ECB’s OMT programme, all national sovereigns in the Eurozone that abide by 
the rules of the club now have a reliable backstop. This ingredient is in place. 
The easing of tensions since the Draghi speech of 26 July 2012 shows that. 

Many observers claim that Europe needs to go further: in order to break the doom 
loop for good, Eurozone taxpayers need to recapitalise the problem banks in 
problem countries directly. Channelling the money from the ESM to banks through 
the budget of a problem country would not suffice. It would raise the debt burden 
of that country and make it more difficult for the sovereign to regain market access.  

This argument is largely wrong. While a direct bank recapitalisation through the 
ESM may or may not be desirable in some circumstances, it is not essential. If a 
sovereign complies with an ESM programme, markets know that this sovereign will 
be supported whether or not its gross debt is inflated by the pass-through of ESM 
money into problem banks under its jurisdiction. This increase in its gross debt 
should hence be no reason for additional concern. Channelling €41bn of ESM 
money through the Spanish sovereign to Spanish banks certainly did not hold back 
Spain’s ability to sell sovereign bonds. As the extra debt is partly or fully backed by 
bank assets, the debt sustainability calculus should not be affected much. If done 
well, channelling ESM support for banks through the national budget can have a 
long-term advantage: sovereigns may be able to sell the stakes they acquired in 
crisis-stricken banks at a profit after the crisis. The US managed to do so post-
Lehman.  

At the margin, having a direct ownership stake in banks can be an additional 
incentive for national sovereigns to pursue policies that strengthen the economic 
outlook and hence the expected future profitability of the banks they had to 
nationalise. With the ECB as supervisor for the major banks, the risk that a direct 
ownership stake could lead to regulatory capture on the national level is much 
reduced. In short: a direct recapitalisation of banks with ESM money is not an 

 

 

What kind of banking 
union does the Eurozone 
need? 

 

The supervisor needs to be 
credible: advantage ECB 

 

 

 

 

Winding down the really 
bad banks in an orderly 
fashion… 

…while forcing the others 
to have sufficient capital 

 

 

The doom loop has been 
broken 

 

 

Should the common 
support fund recapitalise 
banks directly? 

 

No. Supporting the 
sovereign suffices 

 

 

 

 

 

 

 

 

Direct bank 
recapitalisation is not 
essential 

 

 



Berenberg Macro Views  

Economics 

8 

essential ingredient of the banking union needed for the Eurozone to function well. 
It is not worth expending a lot of political capital on it. 

The same holds for a common deposit insurance. It can be desirable to build up a 
common Eurozone scheme over time through fresh contributions from Eurozone 
banks. But it is not essential. Savers need to know that there is a guarantee for 
deposits up to a given limit. But as long as a compliant national sovereign can be 
backed up by the ESM and ECB, the national sovereign and the national deposits 
insurance schemes can remain the guarantors of such deposits until a common 
scheme can gradually take over that task. We see no need to fold the current 
national schemes into a Eurozone scheme, which would stir fears in some core 
European countries that their previous contributions are to be used to bail out 
profligate banks elsewhere. 

3.  Fiscal rules: fine 

The Eurozone had roughly the right set of fiscal rules from the very beginning, 
namely the requirements of the Stability and Growth Pact to a) keep budgets in 
rough balance in normal times, b) not let fiscal deficits exceed 3% of GDP except in 
extreme circumstances, and c) bring debt ratios down to no more than 60% of GDP 
over time.  

After Germany and France broke and then watered down the original Stability and 
Growth Pact in 2002-2004, the rules were strengthened and adjusted again in 
various ways over the course of the euro crisis, most notably with the Fiscal 
Compact signed on 2 March 2012. The rules now leave sufficient flexibility to judge 
countries on their underlying fiscal trend rather than just the headline deficit number 
that can be heavily distorted by an adjustment crisis or one-off capital injections into 
banks. Countries now need to keep their structural fiscal deficits below 0.5% of 
GDP if their debt ratio exceeds 60% of GDP. The speed at which countries need to 
correct excessive deficits is ultimately a political decision of Eurozone finance 
ministers. The fortified fiscal rules are fine. This ingredient for a stable currency 
union is in place. Relative to the US, the UK and Japan, the Eurozone has the least 
bad fiscal performance anyway, as Chart 3 shows. 

Chart 3: Public debt: who is the least imprudent of all?  

 
Rise in public debt ratio in % of GDP since the start of the euro. Japan would breach any reasonable scale with a surge 
by 126 percentage points. Source: EU Commission 
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4.  A fiscal facility ? Not needed 

The EU budget amounts to a mere €143bn in 2014, just below 1.1% of the region’s 
GDP. In contrast, the federal budget in the US takes up 20% of GDP. Including 
Germany’s federally mandated social security system, the country’s federal budget 
consumes 32% of its GDP. No wonder that many observers argue that the 
Eurozone needs a bigger fiscal facility to cushion asymmetric shocks or even to 
provide more outright transfers from the rich to the poor. Such internal transfers 
are sometimes seen as an essential ingredient of a currency union. 

This view is wrong. To deal with temporary asymmetric shocks, member countries 
need the ability to let their automatic fiscal stabilisers work. The new and fortified 
fiscal rules of the Eurozone allow for the borrowing of countries to breathe 
accordingly. If countries suffer from a permanent structural weakness, sometimes 
revealed by a temporary shock, they can get the support they may need during their 
adjustment crisis from the ESM facilities. For that, they do not need huge additional 
transfers beyond the conditional credits available from the ESM.  

As part of its budget, the EU already has some limited redistribution mechanisms 
through its regional and structural funds. Prioritising the use of such funds and 
making it easier for crisis countries to access such funds, for instance by largely 
waiving the co-financing requirements for European investment spending in 
Greece, makes sense. But that is small fry. 

Major automatic redistribution mechanisms would run into two big obstacles. First, 
they could blunt the incentives for the recipient countries to get their own policies 
right. Second, they could be political dynamite, weakening support in the creditor 
countries for a pro-European policy agenda. Political capital is a limited resource. In 
creditor countries, leaders ought to use their political capital to focus on what is 
essential, for instance support for ESM programmes and for the role of the ECB as 
lender of last resort, and not on highly contentious and non-essential tasks such as a 
bigger redistributive budget at the Eurozone (or EU) level. 

 

5.  Reform contracts ? Desirable but not essential 

One variant of a fiscal facility deserves special consideration. German chancellor 
Angela Merkel is promoting the idea of reform contracts: a Eurozone fiscal facility 
can offer loans or guarantees on preferential terms to countries that enter into 
legally binding commitments to reform their labour markets and their public sector. 
The idea is to promote and reward reforms that raise the long-term growth potential 
of a country. 

The overall idea is sound. But a few caveats apply. First, the programme must be 
designed to be a genuine carrot, not another stick in disguise. Crisis countries at the 
moment ask for help only when they have no other palatable choice left. They thus 
perceive the conditions attached to such help as a stick. To subject themselves to a 
further stick could be very difficult politically for them, to put it mildly. Hence, 
reform contracts must open up access to funds beyond those available already. 
Second, countries that do not comply with the terms of their contracts should lose 
access to these funds and be obliged to repay them. But this should not impinge on 
their ability to receive funds under an ESM programme that is separate from the 
reform contracts if they have to ask for such ESM help.  

Reforms contracts that offer a genuine reward for pro-growth reforms can make 
sense if the creditor countries can offer them without expending much political 
capital on them. They can be desirable. But they are not essential. 
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6.  Reforms instead of austerity ? 

The best way for a country to make its fiscal position more sustainable in the long 
run is to use its resources better and to attract further resources from abroad. 
Structural reforms that raise employment, facilitate structural change and make the 
country attractive for capital and skilled immigrants can raise future tax revenue 
more than a hike in tax rates which, through an additional tax burden, distorts 
incentives and represses economic activity. 

We have argued since 2010 that, in its adjustment programmes for the periphery, 
the Eurozone should put much more emphasis on such reforms than on short-term 
austerity, especially on the austerity through tax hikes. That the governments in 
crisis countries such as Greece expended so much of their political capital on tax 
hikes is one of the reasons why the programmes did not work well initially. For too 
long, the debate about progress in crisis countries, and the monitoring of such 
progress, focused on the current fiscal data rather than on the measures to raise 
growth potential and hence future tax revenues. 

The correct lesson to be drawn from this experience is obvious: when countries 
have leverage over each other, as they do when they set and police the conditionality 
of an EFSF/ESM adjustment programme, they should use that leverage mostly to 
promote pro-growth reforms.  

But there is a political limit to this focus on competitiveness and growth potential. 
The legitimate concern for other euro members is whether a country is living within 
its means or is on course to do so. Could the country be the source of negative spill-
over effects in the future? Whether or not a member country is fully exploiting its 
growth potential is not a key concern for other member countries. Poor people and 
poor countries can live within their means, just as richer people and richer countries 
can still live beyond their means. The huge fiscal problems of the US and the UK 
show that being rich and having a comparatively high rate of trend growth is no 
guarantee for running a sustainable fiscal position.  

If a country chooses through its political process to pursue policies that limit its 
growth potential, other euro members need to ensure two things: (1) the country 
should not be rewarded for choosing to stay unnecessarily poor through soft 
transfers from its richer neighbours; and (2) the country needs to run a fiscal policy 
that is fully sustainable even with a slow rate of trend growth. But beyond ensuring 
these two essentials, other countries have no reason to force such a country to 
change its own political choices.  

Over time, the success of countries with more growth-friendly policies could bring 
the laggard to reconsider its choice anyway. This process seems to have started in 
France where even the centre-left has now noticed the stark contrast between a 
Germany that is growing fast courtesy of its 2004 reforms and an unreformed 
France that is falling ever more behind.  

 

7.  Policing the rules 

The policing of the fiscal rules in the Eurozone is an awkward process. For the few 
“programme countries” that receive financial support from the ESM (currently 
Greece and Cyprus), the “troika” of EU Commission, ECB and International 
Monetary Fund (IMF) negotiates and polices the conditionality. Eurozone finance 
ministers then sign off on the troika findings and recommendations before the 
relevant national institutions of ESM members such as the German Bundestag in 
the case of Germany have the final say over any significant use of ESM funds. For 
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all other Eurozone (and EU) members, the EU Commission checks the draft 
budget during the “European semester” and issues detailed recommendations on 
fiscal repair, structural reforms and other areas of economic policy. These 
recommendations are then discussed and endorsed by the council of finance 
ministers – after which usually not much happens. Few countries comply with these 
recommendations. According to a report by the EU parliament quoted by 
Frankfurter Allgemeine Zeitung on 17 June 2014, EU countries have implemented only 
10% of the EU Commission’s country-specific reform proposals in the past 12 
months. 

This does not mean that there is little progress. The separate reform league table of 
the OECD (Chart 4) shows that the four countries that had to ask for external help 
before 2013 (Greece, Ireland, Portugal and Spain) are among the top reformers in 
the OECD, far ahead of almost all other EU members. To some extent, this is 
exactly what is required. The countries in need of external help are the ones that 
ought to change most. In this sense, the current way to police the rules is working. 
Still, the very slow pace of progress in countries such as the Netherlands, Germany, 
Belgium and Luxemburg is a long-term concern. 

 
Chart 4: OECD reform league 

 

 

Responsiveness to OECD proposals for structural reforms, 2011-2013 average, on a scale of 1 (significant progress in 
all areas in which the OECD has recommended reforms) to 0 (no significant progress in any of theses areas). Source, 
OECD, Going for Growth reports, 2012-2014. Source: OECD 
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programme. But the troika is a very problematic group, often posing as both judge 
and jury:  

 the EU Commission is a partly politicised organisation;  

 the ECB does not have a mandate to police fiscal austerity and structural 
reforms in member countries; 

 the IMF has shown time and again that it does not fully understand Europe. 
Unlike the ECB, the IMF had failed to grasp the contagion risks from 
letting Greece default on its debt.  

While contributing nicely to the funding of adjustment programmes, the IMF with 
its experience in individual developing countries rather than a currency union of 
developed countries, occasionally got its assessment and policy advice badly wrong. 

The ultimate sanction which the Eurozone has against individual members is not to 
impose a financial penalty. Instead, it is to refuse support, or to tell countries that, 
on current policies, they would not be eligible for support if the need were to arise. 
For markets, that would be an invitation to sell the country’s debt and hence to put 
pressure on the country to mend its ways. But the Eurozone has no well-structured 
and politically acceptable way in which to use its power to potentially withhold 
support.  

We see the way in which the fiscal rules are policed as a key area in which the 
Eurozone still needs to improve its processes.  

 

8.  Exit option? Already in place 

EU members are sovereign countries. They can decide on their own whether or not 
they want to be part of the club. That also holds for the decision to accept the euro 
and its “tough love” rules, or not. Of course, the countries have to bear the 
consequences of their choices, including the potential loss of access to the common 
market if a member leaves the EU or the grave financial turmoil that an exit from 
the common currency may entail.  

In the hypothetical case that a member country wanted to leave the euro, the other 
members would need a mechanism to insulate themselves from the potential exit 
turmoil. Fortunately, this requirement is in place. When the ECB had not yet come 
forward as the lender of last resort, a euro exit could have triggered massive 
contagion to other euro members, probably worse than the turmoil unleashed by 
the July 2011 decision to restructure Greek public debt without erecting an adequate 
firewall against contagion to Italy and Spain. But since the ECB promise to do all it 
takes to keep all compliant members in the euro, that risk has subsided. Problems 
can be contained. For example, the initial botched plan to confiscate a share of all 
Cypriot bank deposits barely caused a ripple in other countries in March 2013. 
Contagion control is working.  

Because the Eurozone now has the instruments to contain contagion risks, it is in a 
much better position to enforce rules than before. In the theoretical case that a 
member no longer wanted to live by the rules, the Eurozone could handle the 
consequences. 
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The other key ingredient: political sustainability  

Countries sharing a common currency have a legitimate interest in each other’s fiscal 
affairs. They need to set and enforce rules to minimise the risk of negative spill-over 
effects. They also need some degree of banking union and a common lender of last 
resort while putting in place strong safeguards that the lender of last resort function 
cannot be abused. All this restricts the political sovereignty of members. To be 
politically sustainable, it all needs to be done in a way that fully achieves the purpose 
while minimising the degree in which the currency union intrudes upon the affairs 
of its members. 

Relative to the scale of the euro crisis, the region has done quite well in terms of the 
political sustainability of its arrangements. Although it was a somewhat close call just 
ahead of the Greek repeat elections in June 2012, even Greece has so far mustered 
the political will to do what it takes to stay in the euro despite a brutal adjustment 
crisis with a drop in GDP of more than 25%. Germany’s commitment to the euro, 
and its readiness to put taxpayer money at stake for the purpose, was never in any 
serious doubt. Both houses of the German parliament have passed all support 
packages with roughly 80% majorities, and German voters overwhelmingly 
endorsed the mainstream parties backing these policies at the September 2013 
elections. In most Eurozone countries, the anti-EU populist fringe did less well than 
in the non-euro countries UK and Denmark in the EU parliamentary elections in 
May 2014, with anti-immigrant sentiment often being the more potent issue than 
EU or euro membership. 

We remain confident that the ties of history and economic logic that bind the 
Eurozone together, and that still make other countries want to join the common 
currency, will withstand the strains that may yet come. As the region recovers and 
the reform countries reap the rewards of their efforts, anti-EU sentiment will likely 
recede again. 

So far, so okay. However, the crucial importance of political sustainability does not 
seem to be reflected fully in the debate about Europe and the Eurozone. The 
readiness to live by the rules matters as much for the future of the euro as the 
precise design of these rules themselves. In a way, what is and what is not feasible 
politically in any given situation is a major issue at all European summit meetings 
dealing with euro issues. But political feasibility seems to be seen as an ad hoc 
constraint for individual decisions rather than an issue that needs to be considered 
systematically. We see significant room for improvement here. 

The case for an IFC  

1.  Plotting a way forward 

In the discussion above, we have identified the bare essentials to put the Eurozone 
on a fully secure foundation. These essentials are mostly in place, including basic 
fiscal rules. The challenge is to augment, implement and enforce the rules in a way 
that minimises the inevitable political strains of the mutual surveillance that 
common rules entail.  

A better surveillance and enforcement process of the fiscal rules should: 

 de-politicise the process as much as possible while preserving the prerogative of 
national parliaments and executives to make the ultimate decisions; 

 reform, restrict or eliminate the role of the current troika; 
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 apply to all euro member countries, not just those now in a support programme. 

In our view, this requires two significant changes to current procedures. First, 
countries should be able to choose how they want to meet the fiscal rules. Second, 
the technical aspects of evaluating their choices and policing the rules should be 
moved from the EU Commission (for non-programme countries) and the troika 
(for programme countries) to an independent fiscal council. Below, we discuss both 
aspects in more detail.  

 

2.  A broad set of options 

The purpose of the fiscal rules is to minimise the risk of spill-over effects between 
euro members. How individual countries make their fiscal stance fully sustainable is 
not a genuine concern for other members. Whether they hike taxes, cut spending or 
enhance the growth potential of their country through structural reforms is 
ultimately their own choice. As long as they fully respect the fiscal rules with the 
policies they choose.  

The EU Commission’s country-specific recommendation for individual EU member 
countries usually make a lot of sense. Still, they are politically contentious. And they 
come from a body that is not always perceived to be a disinterested outside 
observer. This holds even more so for the detailed conditions which the troika 
negotiates with the programme countries. 

Nudging a country back onto the path of fiscal virtue causes serious political strains. 
That is inevitable. Like a diet, austerity and reforms are painful. But in order to 
minimise these strains, the outsiders policing and enforcing the rules should give the 
political process in the country as much room as possible. For that reason, the 
outsiders should not issue a set of detailed recommendations or demand adherence 
to one set of detailed conditions. Instead they should help to spell out the choices: 
which policy changes would contribute roughly how much to making the fiscal 
position of a country sustainable in the long run. Debtor countries ought to be told 
that, in order to be eligible for bridging loans, they have a de facto choice between 
more austerity and less dismissal protection for workers, between more deregulation 
and more public sector wage cuts.  

Put differently, outsiders should retreat as much as possible from making politically-
sensitive detailed recommendations. They should not demand or enforce specific 
policy changes. Instead, they should assess the longer-term fiscal consequences of 
various policies and reform options, passing judgement as to whether any 
combination of policies under consideration by a member country would or would 
not be in line with the fiscal rules of the euro. 
 

3.  IFC as a neutral referee 

But which institution should evaluate fiscal sustainability and assess the policies and 
reform options? Economics is a not a precise science. It leaves significant room for 
judgement calls. Because of its consequences, the evaluation of policies and reform 
choices is likely to be a highly political affair. In other words, it matters a lot who 
does and controls the evaluation process. The more neutral the referee of potential 
policy choices is seen to be, the better. 

The best way to de-politicise the process as much as possible is to leave all technical 
aspects outside the realm of direct political interference. The world has by and large 
fared well with entrusting the technical task of setting monetary policy to pursue a 
politically given mandate such as some definition of price stability to an independent 
body of technocrats, that is to an independent central bank such as the ECB. Some 
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countries such as the UK also have independent fiscal councils that make the 
economic growth and revenue forecasts for the national budget and assess the fiscal 
consequences of certain policy choices.  

We propose to create an Independent Fiscal Council (IFC) for the Eurozone. The 
task of the council of experts should be to;  

 regularly monitor the fiscal sustainability of all euro member countries;  

 certify every year for each euro member country whether or not the country 
meets the fiscal rules; and 

 assess the fiscal consequences of policies and reform options.  

Once a year, the IFC should thus certify whether or not a country with its budget 
and its set of relevant policies is on track to reduce its structural fiscal deficit to no 
more than 0.5% of its annual GDP in line with Eurozone’s fiscal rules and at the 
pace agreed by Eurozone finance ministers. For these assessments, the IFC needs to 
take into account the likely impact of structural reforms that have been passed into 
law already or are being passed with that budget.  

In a way, the IFC would be similar to a rating agency. It would neither set policies 
nor issue detailed recommendations. But it would rate individual policies and the 
overall set of policies a country is pursuing, leaving the choice among various 
options to ensure fiscal sustainability to the political process of a country. 

But would such a fiscal council have teeth? Or would it just be an expert panel that 
is ignored, possibly even more so than the recommendations for non-programme 
countries currently issued by the EU Commission and endorsed by the Ecofin 
Council of European Finance Ministers? A simple change to the way in which the 
ESM safety net can be used can give such an independent fiscal council teeth. Upon 
establishing the IFC, euro members could either enshrine in a treaty or simply 
pledge that, forthwith, only countries with an IFC seal of approval would be eligible 
for any potential support from the ESM (and, by extension, from the ECB’s OMT 
programme). Markets could take their cue from that. In practice, it would suffice for 
some national parliaments including the German Bundestag and/or the ECB to 
clearly state that only countries with IFC approval of their current policies (or of a 
reform programme) need apply for ESM and hence potential ECB support in the 
future. 

The seal of approval should be granted or withheld once a year for every euro 
member country, except for countries which have to apply for support and thus 
need to be monitored more frequently. Even for such “programme countries”, the 
IFC should not issue a single set of conditions. Instead, it should ask countries to 
submit their own programmes and support the national debate in that country by 
spelling out whether and to what extent various policy options would contribute to 
the task of making the fiscal position fully sustainable again. With IFC approval of a 
reform programme, the door would be open for potential ESM support. Of course, 
the regular monitoring of whether countries are actually implementing what they 
have promised would require some degree of intrusion similar to the current troika 
inspection missions. But these should be in-depth fact-finding missions. Actual 
decisions how to plug potential gaps or how to deal with other stumbling blocks 
should be left to the country, with the IFC mission merely certifying that the 
proposed remedy would likely work. 

For non-programme countries not currently under market suspicion, the lack of a 
seal of approval from the IFC may not suffice to force them back onto the path of 
fiscal virtue. But a clear verdict from the IFC could still have a major impact on the 
national debate. It would have been quite interesting to see how the German 
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political process would have reacted if such an IFC, with a legal position similar to 
that of the ECB, would have passed a verdict on the long-term fiscal consequences 
of the recent German move to let some workers retire with a full pension at 63 
rather than 65. Again, the purpose of the IFC is not to prevent such policy choices. 
Instead, it is to force countries to face up to the consequences of such choices. 

For countries with a standing in markets that is not quite as stellar as that of 
Germany, the IFC seal of approval – or the lack of it – would likely have a major 
impact on bond yields and hence on financing cost for the sovereign as well as 
households and companies. Because only countries with that seal of approval could 
rely on help from a lender of last resort in case of turmoil, the impact of such a seal 
of approval on bond yields could be much bigger than that of standard rating 
agencies. This effect could easily be amplified if regulators and the ECB discriminate 
between sovereign bonds that do and do not come with that seal. If the ECB would 
only accept non-approved bonds at a hefty discount in its refinancing operations, 
and if banks would have to set aside extra capital for holdings of sovereign bonds of 
euro members without such a seal of approval, the impact could be huge. 

The IFC would take over key tasks currently performed by the Economics and 
Financial Directorate of the EU Commission and of the troika. The members of its 
decision-making board should be selected and appointed to non-renewable eight-
year terms in a process akin to that of choosing the six executive board members of 
the ECB. For their staff, the IFC could draw extensively on the relevant 
departments within the EU Commission’s Directorate for Economic and Financial 
Affairs and those ECB staff members that have contributed to troika missions or 
analyses. Of course, the IFC could also enlist the technical help of the independent 
fiscal commissions or similar bodies on the national level that individual euro 
members already have while leaving the ultimate judgement calls to the IFC 
executive board. 

Membership in the IFC, and hence the chance to get the annual IFC seal of 
approval, should be required for all euro members. But it should also be open on a 
voluntary basis to all non-euro members of the EU and other European countries 
with a high degree of institutional integration with the EU such as Switzerland, 
Norway and Iceland. Without having assessed the national data in detail, we 
presume that at least Switzerland and Norway could confidently expect to receive 
the IFC seal of approval without any problem. 

 

The UK question  

So far, we have discussed the key lessons from the euro crisis. The spread of 
contagion within the currency union after July 2011 has shown that the countries 
sharing a currency need to cooperate more closely than those without the euro. 
They need a common lender of last resort and have to enforce fiscal rules. That 
leaves the thorny question of how to structure the relationship between euro 
insiders and outsiders within the common EU.  

The EU is a flexible arrangement. It can accommodate various degrees of 
integration. It has various clubs within the overall club, including the “Schengen” 
area of passport-free travel. The key point is that these clubs within the EU are open 
to all EU members which want to join.  

The general principles that follow for the relationship between euro insiders and 
outsiders looks obvious: for all rules and institutions that are meant primarily to 
strengthen the euro rather than to uphold the common market of all EU countries, 
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the euro outsiders need: 

 an automatic opt out; 

 a right to opt in if they want to, perhaps ahead of introducing the euro. 

In return for their automatic freedom to opt in or out, the euro outsiders have to 
forsake any right to shape the design of such purely euro-related institutions and the 
way in which euro members police and enforce their rules.  

The EU has gradually evolved in this direction, although sometimes in a rather 
awkward fashion. Most notoriously, the UK in December 2011 vetoed the Fiscal 
Compact for euro members. UK prime minister Cameron did not even object to the 
Fiscal Compact as such. He just wanted to use the occasion of changing the overall 
EU Treaty to press other unrelated demands. That forced the euro members to 
enshrine their new fiscal rules in a separate treaty formally outside the EU Treaty.  

Having two separate groups with different degrees on integration, the euro insiders 
and outsiders, under the umbrella of one treaty and with a common set of 
institutions such as the EU Parliament, the EU Commission and the EU does create 
issues. To some extent, the institutions may have to be split. Finance ministers meet 
in the Eurogroup before they open the doors to their colleagues from non-euro 
countries for the full Ecofin meeting of EU finance ministers. But formal splits of 
institutions may require serious changes to EU treaties. It would also not be clear-
cut. For example, most non-euro countries of the EU have signed up to the Fiscal 
Compact. Preferably, it would be a more informal gentlemen’s agreement in the 
various EU institutions including the EU parliament. Non-euro members do not try 
to block or prevent initiatives which the euro members think they need for 
themselves as long as these initiatives do not hurt the common market or impose 
any cost on non-members.  

For example, that would mean a readiness of the UK parliament to ratify the 
changes to the EU Treaty needed for the Fiscal Compact among euro members as 
long as that fiscal treaty has no discernible impact on the UK. A little common 
sense could go a long way in Europe.  
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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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Stuart Gordon +44 20 3207 7858 Tom Jones +44 20 3207 7877 Tammy Qiu +44 20 3465 2673

Simon Mezzanotte +44 20 3207 7917 Louise Pearson +44 20 3465 2747

Arash Roshan Zamir +44 20 3465 2636 TELECOMMUNICATIONS

HOUSEHOLD & PERSONAL CARE Wassil El Hebil +44 20 3207 7862

CAPITAL GOODS Bassel Choughari +44 20 3465 2675 Usman Ghazi +44 20 3207 7824

Benjamin Glaeser +44 20 3207 7918 James Targett +44 20 3207 7873 Laura Janssens +44 20 3465 2639

William Mackie +44 20 3207 7837 Paul Marsch +44 20 3207 7857

Margaret Paxton +44 20 3207 7934 INSURANCE Barry Zeitoune +44 20 3207 7859

Alexander Virgo +44 20 3207 7856 Tom Carstairs +44 20 3207 7823

Felix Wienen +44 20 3207 7915 Peter Eliot +44 20 3207 7880 TOBACCO

Kai Mueller +44 20 3465 2681 Erik Bloomquist +44 20 3207 7870

CHEMICALS Matthew Preston +44 20 3207 7913 Kate Kalashnikova +44 20 3465 2665

John Klein +44 20 3207 7930 Sami Taipalus +44 20 3207 7866

Evgenia Molotova +44 20 3465 2664 UTILITIES

Jaideep Pandya +44 20 3207 7890 MEDIA Andrew Fisher +44 20 3207 7937

Robert Berg +44 20 3465 2680 Oliver Salvesen +44 20 3207 7818

CONSTRUCTION Emma Coulby +44 20 3207 7821 Lawson Steele +44 20 3207 7887

Chris Moore +44 20 3465 2737 Laura Janssens +44 20 3465 2639

Robert Muir +44 20 3207 7860 Sarah Simon +44 20 3207 7830

Michael Watts +44 20 3207 7928

ECONOMICS

Holger Schmieding +44 20 3207 7889 Christian Schulz +44 20 3207 7878 Robert Wood +44 20 3207 7822

EQUITY SALES E-mail: firstname.lastname@berenberg.com; Internet www.berenberg.com

SPECIALIST SALES SALES SALES TRADING

BANKS & DIVERSIFIED FINANCIALS LONDON HAMBURG

Iro Papadopoulou +44 20 3207 7924 John von Berenberg-Consbruch +44 20 3207 7805 Paul Dontenwill +49 40 350 60 563

Matthew Chawner +44 20 3207 7847 Peter Dorawa +49 40 350 60 761

CONSUMER Toby Flaux +44 20 3465 2745 Alexander Heinz +49 40 350 60 359

Rupert Trotter +44 20 3207 7815 Karl Hancock +44 20 3207 7803 Gregor Labahn +49 40 350 60 571

Sean Heath +44 20 3465 2742 Chris McKeand +49 40 350 60 798

HEALTHCARE James Hipkiss +44 20 3465 2620 Fin Schaffer +49 40 350 60 596

Frazer Hall +44 20 3207 7875 David Hogg +44 20 3465 2628 Lars Schwartau +49 40 350 60 450

Zubin Hubner +44 20 3207 7885 Marvin Schweden +49 40 350 60 576

INDUSTRIALS Ben Hutton +44 20 3207 7804 Tim Storm +49 40 350 60 415

Chris Armstrong +44 20 3207 7809 James Matthews +44 20 3207 7807 Philipp Wiechmann +49 40 350 60 346

David Mortlock +44 20 3207 7850

INSURANCE Peter Nichols +44 20 3207 7810 LONDON

Trevor Moss +44 20 3207 7893 Richard Payman +44 20 3207 7825 Mike Berry +44 20 3465 2755

George Smibert +44 20 3207 7911 Stewart Cook +44 20 3465 2752

MEDIA & TELECOMMUNICATIONS Anita Surana +44 20 3207 7855 Simon Messman +44 20 3465 2754

Julia Thannheiser +44 20 3465 2676 Paul Walker +44 20 3465 2632 Paul Somers +44 20 3465 2753

Alexander Woodgate +44 20 3465 2625

TECHNOLOGY ELECTRONIC TRADING

Jean Beaubois +44 20 3207 7835 PARIS Matthias Führer +49 40 350 60 597

Miel Bakker +33 1 5844 9505 Julian Winter +49 40 350 60 463

UTILITIES Dalila Farigoule +33 1 5844 9510

Benita Barretto +44 20 3207 7829 Clémence La Clavière-Peyraud +33 1 5844 9521 SOVEREIGN WEALTH FUNDS

Olivier Thibert +33 1 5844 9512 Max von Doetinchem +44 20 3207 7826

SALES

BENELUX SCANDINAVIA CRM

Miel Bakker +33 1 5844 9505 Ronald Bernette +44 20 3207 7828 Laura Cooper +44 20 3207 7806

Susette Mantzel +49 40 350 60 694 Marco Weiss +49 40 350 60 719 Greg Swallow +44 20 3207 7833

Alexander Wace +44 20 3465 2670

ZURICH CORPORATE ACCESS

FRANKFURT Andrea Ferrari +41 44 283 2020 Jennie Jiricny +44 20 3207 7886

Michael Brauburger +49 69 91 30 90 741 Stephan Hofer +41 44 283 2029

Nina Buechs +49 69 91 30 90 735 Carsten Kinder +41 44 283 2024 EVENTS

André Grosskurth +49 69 91 30 90 734 Gianni Lavigna +41 44 283 2038 Charlotte Kilby +44 20 3207 7832

Joerg Wenzel +49 69 91 30 90 743 James Nettleton +41 44 283 2026 Natalie Meech +44 20 3207 7831

Benjamin Stillfried +41 44 283 2033 Charlotte Reeves +44 20 3465 2671

Sarah Weyman +44 20 3207 7801

Hannah Whitehead +44 20 3207 7922

US SALES E-mail: firstname.lastname@berenberg-us.com; Internet www.berenberg.com

BERENBERG CAPITAL MARKETS LLC Member FINRA & SIPC

Colin Andrade +1 617 292 8230 Kelleigh Faldi +1 617 292 8288 Jonathan Paterson +1 646 445 7212

Cathal Carroll +1 646 445 7206 Andrew Holder +1 617 292 8222 Jonathan Saxon +1 646 445 7202

Burr Clark +1 617 292 8282 Emily Mouret +1 646 445 7204

Julie Doherty +1 617 292 8228 Kieran O'Sullivan +1 617 292 8292
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