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Good afternoon. Thank you for the invitation today to speak to the LSE German
symposium. I would like to thank Professor Velasco for his warm introduction.
While virtual webinars such as today have become very much part and parcel of
what we do and how we interact, I must admit it I do miss physical meetings.
From a coffee with colleagues, to getting a sense of the energy in a room, or
even from trying to gauge the degree of harmony or disharmony in a debate.

Nevertheless, I am still delighted to be here today and I look forward to
engaging with you all over the course of the next hour or so.

We are all conscious that we are living in unusual and challenging times. 
The past year has shown us the preciousness and unpredictability of life.
Right across this continent and right across the globe, people of all ages
have had to adapt to what we have euphemistically come to call the ‘new
normal’. In truth, it has been an altered reality.  

Indeed, pandemics or plagues for the want of a better word have been part of
the human experience since time immemorial. It is only with the advent of
modern medicine and healthcare that the majority of our citizens in this part
of the world have had the luxury to view them as something of a holdover of
the past. An abstraction, something for someone else to worry about.

But in the words of Albert Camus in his seminal, and rather revelatory work
when read today, ‘The Plague’:

“…when the abstraction sets to killing you, you’ve got to get busy with it.”

And so we have; across the globe, healthcare workers, scientists,
policymakers, politicians and people from all walks of life have gotten busy
with adjusting and fighting back. We are reacting to the immediate impact of
the plague in healthcare, social and economic terms but also crucially in
plotting and advancing down the path to recovery.

So great are the challenges we now face that I believe that if the European
Union had not existed before this crisis we would now be beginning the slow
process of creating it.

It is in these circumstances I am honoured to give the euro lecture today.
 We will celebrate the 20th anniversary of the euro as a physical currency
during a time of great social and economic upheaval. But we also mark the
70th anniversary of the Schuman declaration (1950). This of course was framed
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against the backdrop of an existential European conflict.

The Schuman declaration surely embodied some of this sentiment. The vision
that amidst suffering, there was enough hope to build a better future on. To
build a better Europe on.

That is surely what Schuman meant when he said:

“Europe will not be made all at once, or according to a single plan. It will
be built through concrete achievements which first create a de facto
solidarity.”

For today, I want to share my own experiences as President of the Eurogroup
with you, focusing on how Europe has stepped up in response to COVID-19 and
how this response can and will contribute to building a better world.

To proceed, I will address two broad themes.

First, I would like to reflect on the first 20 years of the euro with a focus
on crisis management given that we have now faced two “once in a generation”
shocks.

I will look at the responses to both the global financial crisis and this
pandemic. This is useful to do in terms of learning from shared experiences
but also in highlighting the benefit of collective action.

Second, I want to look forward at this critical juncture to address what I
think is needed from a policy maker or politician’s perspective to ensure a
sustained and robust economic recovery as opposed to just a temporary
rebound.

Put simply, as the process of vaccination increases and restrictions ease, we
will automatically see a pick-up in growth – for example, through pent-up
demand – which we can see from savings patterns.  However, it will be very
important to look beyond any initial surge in activity and as policymakers we
need to deliver the kind of growth and reform that is sustainable. A rebound
and a recovery are different. We will need to provide confidence and
certainty.  In this context, I will also talk about the specific role of the
Eurogroup and our own priorities.

First 20 years of the euro – origins and
developments
The past two decades have been eventful and challenging but we have made such
progress. I distinctly remember the debates prior to the launch of the euro.

Commentators energetically engaged on theories of optimum currency areas,
fiscal harmonisation, price and wage alignment, sovereignty arguments and so
forth.

There were certainly many worthy arguments against the euro. It was seen as
impractical, too ambitious, it was coming too soon, it wouldn’t survive its



first major challenge. The architecture behind it was incomplete. How could
the euro operate?

For me, the first tangible sign of success came from the sheer speed at which
the euro was adopted in everyday life. In Ireland, as in the other member
states, people took to the euro very quickly, within a matter of weeks.

There are many ways to look at our shared currency. However, I believe the
most resonant is the fact that like all money it is based on trust. At its
most fundamental, the euro is a political construct built on trust with
inherently political foundations. Upon these political foundations all else
was built.

Today, the euro has become the second most important currency in the
international financial system after the dollar. The currency at its heart is
an expression of our shared values.

However, I would like to start by looking at how the euro has fared during
times of challenge and crisis. Looking back at the last 12 months, Europe
economically has stepped up and I think the euro and its institutions have
really come of age.

This is not to say that there have been no mistakes or bumps along the road –
there surely have been. However, much of this was inevitable, simply
reflecting the fact that the currency was still in its relative infancy and
the infrastructure behind it was developing.

The euro was designed to make our borders invisible, to provide stability and
to facilitate our shared interconnectedness and interdependence.  These
latter two words bring me back to the focus of my talk – how the euro has
fared during times of crisis – the sovereign debt crisis and most recently
COVID-19.

We see that the euro has faced these two enormous challenges head on. The
financial crisis threatened to derail European integration but ultimately it
forged a stronger common purpose and a more robust common currency.
Similarly, from COVID-19, the Euro will emerge even more resilient driven by
the kind of collective action that we have seen over the past 12 months.

The Euro during times of crisis
The sovereign debt crisis was the first real test of our currency.  At its
most fundamental, the creditworthiness of the euro itself was under threat as
this ‘contagion’ spread. This culminated in a number of member states –
including my own – requiring formal financial assistance followed by quite
extended periods of fiscal consolidation and structural reform.

It necessitated the creation of new institutions, practices and procedures.
Without naming everything, this included the setting up of the European
Stability Mechanism (ESM), changes in respect of banking supervision and
regulation and the setting up of Single Supervisory Mechanism.



There were also a series of reforms to the fiscal rules and the overall
fiscal framework with an appreciation of the need for greater levels of
economic oversight over deficit and debt levels.

On reflection, the financial crisis demonstrated that the euro area was
initially not fully equipped in the face of a very large shock. But our
political institutions evolved and did rise to the challenge. Far from being
a weakness, the invisible borders of our European community allowed us to
develop political consensus on the need to introduce new structures,
practices and solutions to protect our citizens from future shocks.

In fact, many of the measures and safeguards that we put in place over the
past decade were crucial in tackling the economic crisis caused by COVID-19.

Ironically, a disease that threatens our shared collectiveness and freedom of
movement has been met by greater European inclusiveness and unity. Over the
past year, the speed and magnitude of the European response has been
unprecedented.

In contrast to the financial crisis, which some claimed was an existential
crisis for the currency itself, the euro is now positioned as a key asset and
symbol of our resilience and strength.

As President of the Eurogroup, I have seen on a daily basis the strength of
the collective response to this crisis, which I could categorise in three
ways.

First, member states have allowed their tax and social protection systems to
act in full, helped in no small part by the decision to suspend the EU fiscal
rules last March as well as amendments to the State aid rules. These
decisions sent a clear signal to the markets that our responses to this
crisis would be different.

The level of borrowing over the past year to protect incomes and employment
and to fund the enormous health response has been unprecedented. This has
encompassed the normal automatic stabilisers as well as new innovative income
and business support measures.

Second, at a broader European level what has been done is remarkable. This
included three key safety nets agreed by Eurogroup to the value of €540
billion – SURE, the ESM’s Pandemic Crisis Support and the EIB’s pan-European
guarantee fund.

These schemes are fully operational and the success of the SURE scheme in
particular – in terms of member states accessing it and also in respect of
how oversubscribed bond offerings have been – speaks volumes.

The Eurogroup also agreed last November to the ESM Treaty Reform and the
early introduction of the backstop to the Single Resolution Fund. These
reforms mean that crisis related funding will flow in a more efficient and
effective manner.

On top of these, we also have the new EU Recovery Fund – this will channel



€750 billion of investment to where it is needed most to reinforce the Single
Market, intensify cooperation and equip our economies to drive the green and
digital transitions.

The third element of our response centres on the ECB which have been decisive
in its monetary policy actions notably through its Pandemic Emergency
Purchase Programme.  The decisions taken have been vital in keeping yields
low and in facilitating liquidity. They have helped to instil an air of
confidence and certainty in the markets at a time marked by uncertainty.

All of these tangible actions from member state level up to our European
Institutions are delivering real results. They are protecting lives and
livelihoods and they will facilitate a forceful recovery.

So in looking at this crisis, compared to before, there are two crucial
differences.

First, our actions have been much more coordinated both in terms of messaging
and crucially as regards decision-making.

Second, there is a much greater shared recognition of the challenge.
Consequently, responses have been fast, honed, and built on consensus. This
in turn creates a self-reinforcing momentum on which we can make further
progress.

This has illustrated the importance of coordinated action and that we can
only grow and prosper if we support each other. Put simply, no individual
effort can be as effective as joint action.

While COVID was unimaginable a year ago, the EU’s counter measures, whether
that is in terms of the Recovery Fund, or SURE for example, are beyond
imagination. 

Forward look – what is needed to secure recovery?
So a lot has been achieved over the past 20 years and particularly over the
past 12 months. But I think it is fair to say that many of our responses can
be characterised as emergency in nature, often at times our instruments have
been rather blunt. But that was to be expected given the urgent need to
support our citizens and to design, roll out and implement schemes sometimes
in a matter of days.

Given what we faced, it was all hands on deck.

While we are now dealing with the unthinkable, the easy thing to do would be
to focus on today and the emergency response to steady the ship and restore
what has been broken. We could just seek to welcome back the ‘old normal’ –
many of us would just settle for that.

And we could applaud ourselves for the unprecedented scale of our efforts.

But that is not enough. We must do better.



This is not to dismiss the scale of what has been achieved over the past year
or the importance of what we have achieved since the last crisis. The truth
is our initial ‘emergency’ responses were profoundly empowered by the reforms
we have undertaken over the last decade. 

We could not know that this work would be used to combat a worldwide
pandemic. But the truth is the planning, the hard work on structures and
processes, on building political will and consensus and delivering reform –
that pays off.

At Eurogroup, I have been struck by how aligned we all are on what the euro
area needs to do to protect our citizens from this pandemic, and particularly
until the signs of recovery become clearer. There is an inherent risk of
withdrawing support too early as opposed too late.

I am also aware of a lot of recent commentary on the euro area and some of
the latest data releases and forecasts reaffirm the challenge we face. Our
economies entered 2021 with less momentum than we might have hoped for.
However, much of this reflects the trade-off we faced between health
restrictions and opening up activity.

There is no doubt we will need to redouble our efforts in terms of vaccine
roll-out in the weeks ahead. 

We are under no illusion at Eurogroup as to the scale of the challenges we
face to ensure that the euro area recovers quickly and sustainably.

In time, fiscal policy will need to become more targeted to those sectors and
citizens most in need. While Covid has affected every economy, it has been a
particular challenge for young women and men but also those employed in
contact-intensive sectors.

There is an inherent risk of long-term economic scarring, so aside from
income and business supports, we will need to provide the necessary training
and upskilling, as there will be an inevitable reallocation of resources.

As part of this, I see the Recovery Fund playing a key role. There is a
pressing need to raise investment – in both human and physical capital. Next
Generation EU can be a critical catalyst to achieve the necessary change and
reform need in Europe so as to raise potential growth.

The Recovery Fund offers member states a unique opportunity to channel
investment into the areas where it is needed the most, to “crowd-in” private
investment and to deliver for all of our citizens. It can and will make a
significant difference. That it is why it so important that it is implemented
quickly.

As Finance Ministers, our decisions around budgetary strategy will shape the
economic recovery. This encompasses, short-term decisions in relation to
income protection; to more medium-term decisions on targeted fiscal supports
to longer-term investment decisions.

A key takeaway for me is that our emergency responses were greatly enhanced



by our collective will, shaped by close coordination and consensus.  We must
use the unprecedented mobilisation of political will now present to set the
stage for the coordinated reforms we need, whether that is in the areas of
banking reform, capital markets, the role of the euro or the overall fiscal
framework.

At Eurogroup, we have priorities in each of these areas. Over the coming
months, I would envisage debate with my colleagues on the appropriate
budgetary stance, particularly as vaccinations are rolled out and as recovery
begins.  We will look closely at what is needed in the second half of this
year but also in terms of the appropriate strategy for 2022.  I am firmly of
the belief that a coordinated Euro Area budgetary approach will be far
greater than the sum of its parts, and it will reinforce the impact of
national Recovery Plans.

I am encouraged that we approach these important discussions from a position
of consensus.  Such consensus is vital for decisions to respect the core
European principle of shared sovereignty, and to maintain the support of
citizens for the solidarity that is at the heart of a truly European
recovery. 

Conclusion
So to conclude, I have covered a lot this afternoon. From the perspective of
a politician and a Finance Minister, the world is watching our actions in
response to COVID-19.

It is true our European interconnectedness was intertwined with the spread of
the ‘contagions’ that caused both of the major crises in the life of the
euro. Yet it was precisely this reservoir of interconnectedness of shared
destiny and solidarity that allowed us take the steps required to emerge
stronger and more unified from these events.

Through this – we will prevail.

And let us end with Camus, from ‘The Plague’ again:

“And indeed it could be said that once the faintest stirring of hope became
possible, the dominion of plague was ended.” 

Let us redouble our efforts, as Europeans, to reach that precious and healthy
destination.


