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As part of President Juncker‘s State of the Union proposals, the Commission

has announced a new ‘Africa — Europe Alliance for Sustainable Investment and
Jobs’ to promote a substantial increase of private investment in Africa,
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boost trade, enhance job creation and contribute to sustainable and inclusive
development. The Communication proposes a ‘Africa — Europe Alliance for
Sustainable Investment and Jobs’ as part of a reinforced African Union -
European Union Partnership. Consultation and dialogue with African partners
will be organised in the coming months to jointly define priorities and take
further action.

1. Why is this Communication being proposed now?

This Communication aims to drive a step change in investment in Africa. It
builds on the impetus across the two continents for socio-economic
transformation. Huge socio-economic opportunities exist for both European and
African continents: in private investment, trade, job creation and
sustainable and inclusive growth. These opportunities can be harnessed
through the proposed Alliance.

The Alliance offers coherent economic co-operation with Africa which builds
on the commitment and momentum in the two continents. These include the June
2018 European Council’s conclusions that call for the creation of “a new
framework enabling a substantial increase of private investment from both
Africans and Europeans”, as well as on the European Commission’s ambitious
proposals for the next Multi-Annual Financial Framework.

Moreover, the Communication sits as part of the wider set of Africa-Europe
relations and strategic frameworks joining the two continents. Europe 1is
Africa’s main partner in foreign investment, trade, security, remittances,
development, as well as humanitarian aid. What happens in Africa matters in
Europe and vice versa. In a more complex, more contested and more connected
world as we see it today, this is more valid than ever.

2. Why should Africa and the EU step up their engagement on investment and
the economy?

The Alliance is about unlocking private investment and exploring the huge
opportunities that can produce benefits for African and European economies
alike. It is an economic partnership that puts the respective strengths of
Europe and Africa at work.

The EU is already Africa’s biggest investor, with its Member States holding
an investment stock of €291 billion in 2016 and representing approximately
40% of Foreign Direct Investment flows to Africa annually. Africa’s strong
economic progress over the last two decades and the inherent potential for
the future mean that there is substantial opportunity for doing more.
Demographic projections in Africa make it clear that it is also a necessity
to generate millions of new jobs, especially for youth entering the labour
market.

3. What is the EU currently doing to boost investment and job creation in
Africa?

There are a range of actions ongoing by the EU to boost investment and job
creation, which will be further harnessed under the Alliance.



One example is through investment programmes and operations blending grants
and loans. Between 2014 and 2017, the EU has leveraged through blending
operations approximately €35 billion. Since the launch of the External
Investment Plan in 2016 and the subsequent setting up of the European Fund
for Sustainable Development in 2017, the EU is committing funds expected to
leverage €15 billion of investment through grants and loans blending and over
€16 billion under the Guarantee.

Jobs and Growth Compacts are currently under discussion with many African
countries in order to steer the joint efforts around value chains with the
highest potential for job creation, seizing the opportunities for
manufacturing and processing, unlocking the huge potential of the green
economy, supporting transition to low-carbon and climate-resilient economies,
exploiting the potential of the data economy, and tackling the areas
requiring reform in order to improve the business enabling environment.

On the basis of what the EU and African Union recently launched in the area
of agriculture, the European Commission will bring together African and
European public, private and financial operators and academia on a sectoral
basis before the end of this year to examine and support strategic
developments in critical economic areas such as digital, solutions, energy,
transport and agriculture. This will strengthen a common African Union-
European Union agenda under these areas identified with high potential for
job creation and growth.

4. How big is the EU’s current trade relationship with Africa?

The EU is Africa’s biggest trading partner, accounting for 36% of Africa’s
trade in goods, worth €243.5 billion and the EU remains the world’s most open
market to African exports in particular to manufactured and processed
products. The EU currently has trade agreements in place or agreed with 37
African nations.

South Africa, Nigeria, Kenya, Egypt and Morocco attracted collectively 58% of
total Foreign Direct Investment in 2016. While some African countries
continue to be commodity-dependent, others have managed to diversify their
economies reacting to the low commodity prices. Furthermore, since 2016 we
see a further broadening of the greenfield Foreign Direct Investment beyond
the extractive sector.

5. What will the EU do to boost free trade with Africa?

Building on the African Continental Free Trade Area implementation, the long-
term perspective is to create a comprehensive continent-to-continent free
trade agreement between the EU and Africa. To prepare this, Economic
Partnership Agreements, Free Trade Agreements including the Deep and
Comprehensive Free Trade Areas on offer to the countries of North Africa, and
other trade regimes with the EU should be exploited to the greatest extent,
as building blocks to the benefit of the African Continental Free Trade Area.

Economic Partnership Agreements in particular encourage the creation of
regional value chains, through flexible rules of origin and regional
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preference clauses (they include clauses stating that the treatment of other
Economic Partnership Agreements countries should be at least similar to the
one granted to the EU).

Aid for Trade measures will be better targeted to support trade facilitation
and approximation of technical and quality product standards and other
regulatory measures. In turn, this also supports Africa’s regional and
continental integration agenda. The tariff liberalisation and flexible rules
of origin provided under the Economic Partnership Agreements are examples of
trade tools that can benefit the African Continental Free Trade Area
negotiations.

The EU will also support the wider environment to facilitate trade, such as
connectivity, infrastructure, sustainable energy, transport, data economy and
information and communication technologies among others.

6. Will you replace existing development cooperation with this new proposal?

It is well recognised by the international community that meeting the
Sustainable Development Goals and the Addis Ababa Action Agenda requires the
mobilisation of all means of implementation including domestic resources,
official development assistance and private sector participation. The
External Investment Plan mobilises significant additional investment
following the very successful model of the Juncker Plan, implemented within
the EU. With an EU contribution of €4.1 billion, the External Investment Plan
is on its path to leverage up to €44 billion of investment by 2020.

The EU and its Member States are the first partner in terms of Official
Development Assistance, mobilising 55% of the total to Africa. Official
Development Assistance is, and will continue to be, an important part of the
resources supporting action under the Alliance.

As an illustration, take the area of education and skills. The EU will
support an important African Union skills initiative, aimed at developing an
African continental qualification framework. The mobility of students, staff
and academics across the African continent will be further facilitated
(African “Erasmus”) and the EU will continue to support scholarships and
exchange programmes between tertiary education institutions. In total, EU
support under the Pan-African programme will increase from €45 million in
2014-2017 to €63 million in 2018-2020, reaching €108 million. Similar
initiatives will be taken at national level, such as the Med4jobs programme,
linking support to the sectors with strong potential for investment and job
creation.

The Alliance will take into account the diversity across the African
continent and the specificities of each country, including the contractual
relations of the Northern African countries through their Association
Agreements and their experience of co-operation with the EU through the
European Neighbourhood Policy.

7. What are the concrete new measures proposed?



Some of the initiatives include: expanding levels of investment via grants
and loans blending and guarantees; identifying new value chains via the Jobs
and Growth Compacts, ensuring a link with the G20 Compact with Africa;
supporting skills development at African and national levels; developing a
strengthened dialogue and cooperation with African partners on the investment
climate, including on business and investment climate reforms; strengthening
EU-African trade with the long-term perspective of a continent-to-continent
free trade agreement building on existing agreements; supporting connectivity
intra-African and strategic linkages between the Africa and the EU.

8. What kind of financial resources will support the initiatives?

Initiatives will be backed up with an important package of financial
resources under the current Multi-Annual Financial Framework as well as under
the future one, once adopted, and which foresees an increase in overall
external funding to €123 billion for 2021-2027 (up by 30%). Proposed ring-
fenced allocations for Africa increase to at least €32 billion of grants for
Sub-Sahara Africa and an expected €7.7 billion for North Africa. This will be
further complemented by funding from the thematic pillar, the rapid response
and the “cushion” of Neighbourhood, Development and International Cooperation
Instrument with a proposed allocation of €89.2 billion. Within this
instrument, building on the existing European Fund for Sustainable
Development, a guarantee with an increased firepower of up to €60 billion
will equip the EU to act globally with Africa as priority region.

In addition, the High Representative with support of the Commission has also
proposed to set up the European Peace Facility worth €10.5 billion for
2021-2027, which will further enhance our work with Africa in ensuring peace,
security and stability across the African continent, which are crucial for
economic development.

9. How will the proposal impact the EU’s work on migration?

The joint efforts on jobs and growth under the Alliance, by African and
European partners, will also contribute to address challenges and
opportunities linked to mobility and migration. The efforts will address the
root causes of irregular migration and forced displacement, building
resilience, providing jobs and enabling the integration and reintegration of
some of the most vulnerable parts of the population. The proposal therefore
supports and contributes to the implementation of the EU Agenda for

Migration.

For More Information

State of the Union 2018: Stronger
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The Commission proposed today to further strengthen the supervision of EU
financial institutions to better address money-laundering and terrorist
financing threats.

While the EU has strong anti-money laundering rules in place, recent cases
involving money laundering in some EU banks have raised concerns that those
rules are not always supervised and enforced effectively across the EU. This
creates risks for the integrity and reputation of the European financial
sector, but may also have financial stability implications for specific
banks.

As part of the broader efforts to complete Banking Union by risk reduction

and risk sharing and develop Capital Markets Union, decisive action must be
taken to ensure that anti-money laundering rules are effectively supervised
across the EU, and different authorities cooperate closely with each other.

Therefore, the European Commission proposes today to amend the Regulation on
the European Banking Authority (EBA) in order to strengthen the EBA’s role
and give it the necessary tools and resources to ensure effective cooperation
and convergence of supervisory standards.

This is part of a broader strategy to strengthen the EU framework for
prudential and anti-money laundering supervision for financial institutions,
which the Commission is setting out in a Communication. It consists of
legislative and non-legislative measures to make anti-money laundering
supervision more effective and improve the cooperation between prudential and
anti-money laundering supervisors.

These measures will contribute to promoting the integrity of the EU’s
financial system, ensuring financial stability and protection from financial
crime.

What are today’s anti-money laundering rules and how do supervisory
authorities manage associated risks?

The EU has a strong legal framework for preventing and fighting money
laundering and terrorist financing in place. Financial institutions as well
as other entities are required to put in place internal systems to identify,
assess and manage money-laundering risks related to their business. The
supervisory framework for combating money laundering is based on the Anti-
Money Laundering Directive, which also applies to a number of actors outside
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the financial services sector. While the rules are set at European level,
their enforcement is carried out by national authorities.

The fifth revision of the Anti-Money Laundering Directive is an important
step forward towards a stronger supervision of money-laundering issues in the
EU. The Directive sets up a system for better cooperation and exchange of
information between money-laundering and prudential supervisors. It also
provides for the conclusion of a Memorandum of Understanding between the
money laundering supervisors and the European Central Bank for the exchange
of information.

Why is additional action on supervision required?

Despite this strengthened legislative framework, several recent cases of
money laundering in European banks have given rise to concerns about
weaknesses and gaps in the implementation of the legislative framework by the
EU’s network of different supervisors, in relation to three issues in
particular:

e Delayed and insufficient supervisory actions to tackle weaknesses in
financial institutions’ anti-money laundering risk management;

e shortcomings with respect to cooperation and information sharing both at
domestic level, between prudential and anti-money laundering
authorities, and between authorities in different Member States;

e lack of common arrangements for the cooperation with third countries in
relation to the anti-money laundering supervision of financial
institution.

In the EU, the supervision of compliance with anti-money laundering
legislation is carried out at national level.

In the Banking Union, the Single Supervisory Mechanism (SSM) is tasked with
the direct supervision of significant banks. At the same time, for the
prudential aspects relevant to money laundering supervision, it has to apply
and rely on national legislation transposing EU Directives in the relevant
Member State.

At EU level, the European Supervisory Authorities (the European Banking
Authority, the European Securities and Markets Authority, the European
Insurance and Occupational Pensions Authority) have the mandate to ensure
that the Union’s prudential and anti-money laundering rules are applied
consistently, efficiently and effectively. However, this is just one of the
many tasks these authorities have to carry out. In addition, supervisors are
subject to differently transposed national rules, as prudential requirements
in legislation have not been supplemented with harmonised guidance.

What changes to the current anti-money laundering framework does the
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Commission propose?

In order to address the shortcomings identified and further reduce risks in
the EU financial system, the Commission proposes, updating its previous
proposals on the European Supervisory Authorities, to introduce a set of
targetedamendments to the existing legislation on prudential supervision and
the regulatory framework of the European Supervisory Authorities.

To ensure high quality anti-money laundering supervision and effective
coordination among different authorities across all Member States, anti-money
laundering responsibilities in the financial sector will be entrusted
specifically to one of the three European Supervisory Authorities, namely the
European Banking Authority (EBA), as it is in the banking sector that money-
laundering and terrorist financing risks are the most likely to have a
systemic impact.

The Commission proposes to clarify the EBA’s mandate in the context of anti-
money laundering in order to make it more explicit and more comprehensive,
accompanied by a clear set of tasks, corresponding powers and adequate
resources.

What is the role of the European Banking Authority under the new rules?

On the basis of existing tools and powers of the Authorities, as amended by
the pending proposal to review the European Supervisory Authorities, the
Commission proposes to give the European Banking Authority (EBA) a more
explicit and comprehensive mandate to ensure that risks of money laundering
and terrorist financing in the Union’s financial system are effectively and
consistently incorporated into the supervisory strategies and practices of
all relevant authorities.

The amended Regulation will:

e ensure that breaches of anti-money laundering rules are consistently
investigated: the EBA will be able to request national anti-money
laundering supervisors to investigate potential material breaches and to
request them to consider targeted actions — such as sanctions;

e provide that the national anti-money laundering supervisors comply with
EU rules and cooperate properly with prudential supervisors. The EBA’s
existing powers will be reinforced so that, as a last resort if national
authorities do not act, the EBA will be able to address decisions
directly to individual financial sector operators;

e enhance the quality of supervision through common standards, periodic
reviews of national supervisory authorities and risk-assessments;

e enable the collection of information on anti-money laundering risks and
trends and fostering exchange of such information between national
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supervisory authorities (so-called data hubs);
e facilitate cooperation with non-EU countries on cross-border cases;

e establish a new permanent committee that brings together national anti-
money laundering supervisory authorities.

These amendments will bring major improvements to the supervisory framework
of anti-money laundering risks and contribute to risk reduction in the
financial sector.
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How will the three European Supervisory Authorities cooperate on the fight
against anti-money laundering and terrorist financing?

A dedicated committee will be established within the EBA to prepare decisions
relating to money laundering and terrorist financing measures (comparable to
the existing EBA bank resolution committee). It will be composed of heads of
national supervisory authorities responsible for ensuring compliance with
laws against money laundering and terrorist financing. The EBA will also
cooperate closely with the ESMA and the EIOPA in the framework of the
existing Joint Committee of the European Supervisory Authorities (ESAs).

How did the Commission prepare this proposal?

In May 2018, the Commission invited the Chairpersons of the European
Supervisory Authorities, the Chairperson of the Anti-Money Laundering
Committee of the European Supervisory Authorities and the Chairperson of the
Supervisory Board of the European Central Bank, to establish a Joint Working
Group to initiate a collective reflection on ways of improving the current
framework for cooperation between anti-money laundering and prudential
supervisors.



How does this link to work on completing the Banking Union?

Money laundering issues create risks for the integrity and reputation of the
European financial sector and may have financial stability implications for
specific banks. The European Parliament and the Council have therefore
indicated that this is a matter for further work as the EU is completing its
Banking Union by risk reduction and risk sharing and developing the Capital
Markets Union. Anti-money laundering issues are part of the work on Banking
Union mandated by the European Council until December, and the European
Parliament has proposed relevant amendments in the context of the pending
relevant legislative proposals, in particular the Banking Package, proposed
by the Commission in November 2016.

What are the next steps?

The proposed legislative amendments should be considered immediately in the
ongoing legislative negotiations on the Commission proposal to review the
European Supervisory Authorities’ (ESAs) Regulations, adopted by the
Commission in September 2017. The Commissions encourages the European
Parliament and the Council to reach agreement on these proposals swiftly.
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