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AHAQZH EKNMONHZHZ METANTYXIAKHZ EPIrAZIAZ

«AnAwvw uttelBuva OTI N CUYKEKPIPEVN METATITUXIOKN €pyacia yia Tn AQwn Tou
Metatrtuyiakou AimmAwpatog Eidikeuong otn Aioiknon Emixeipfocwy, €xel auyypagei
ato euéva TTPOOWTTIKA Kal dev £xel UTTORANBEI ouTe £xel eykpIBei oTO TTAQICIO KATTOIOU
GANOU  PETATTTUXIOKOU 1 TTPOTITUXIOKOU TiTAOu oT1roudwyv, otnv EANGda 1 oTo

EEWTEPIKO.

H epyacia autr £€xovTag ekrovnOei atrd euéva, avTITTPOOWTTEUEI TIG TTIPOCWTTIKEG JOU
amoyelg e Tou Béuartog. O1 TTNYEG OTIC OTTOIEG QVETPELA YIO TNV €KTTOVNON TNG
OUYKEKPIPEVNG METATITUXIOKAG ava@épovTal OTO CUVOAG Toug, Oivovtag TTANPEIS
avaQopEG  OTOUG  OUYYPAPEIG, OCUUTTEPIAAUPBOVOUEVWY KAl TWV  TINYWV TTou

EVOEXONEVWG XPNOIKOTTOIRBNKAY ATTO TO OIODIKTUOY.

OVOUATETTWVUHO Ymroypagn
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NEPIAHWYH

Opiopd6g TNG «MOAUVONG» KATA T METASOON TNG TTAYKOOMIOG OIKOVOMIKAG

Kpiong.

H AéEN «poAuvon» eugavidetal yia TpwTn Qopd oTtnv BiBAIoypagia pe 1o {EoTTaoua
NG «AOCIOTIKAG YPITING» KAl Tou «Pwaikou 100» yia va TTEPIYPAYEl Ta Qaivoueva
d1Gddoaong Kal didxuong TnG OIKOVOMIKNG Kpiong. Méxpl oAuepa Eva HeyAAo PHEPOGS TNG
01e0vouc BiIBAIoypa@iag aoxXoAciTal Je TNV PEAETN TWV QAIVOPEVWY GUTWYV, TTApOAa
auTtd dev UTTAPXEl ap@IBoAia 6T Adyw TnG évraong Kal Tou BABoug TNG TTAYKOOMIAG
Kpiong TTou €xel ¢eotrdoel Ta TeAeuTaia Xpdvia n avaykn yio cuoTnuaTikéTepn Kal
OIECODIKATEPN MEAETN TWV PNXAVIOUWY PE TOUG OTTOIOUG PETABIOETAI N Kpion KpiveTal
€EOXWG onuavtikr. H kpion tmou &éotrace 10 2008 kal atrAwBnKe oxeddv akaplaia o€
OAn TNV uenAio, PTTOPEI va OUYKPIBEI povo pe TNV MeyaAn Ugeon Tou 1929. Evw
MEYAAO KOMMATI TNG €PEUVAG ETTIKEVTPWVETAI OTA KavaAia diddoong Tng Kpiong, Aiyo

PWG €XEI TTECEI OTOUG TPOTTOUG HE TOUG OTTOIOUG PTTOPET QUTH) VA QVTIUETWTTIOTEI.

‘Evag AAAOG onuavTikog tTTapdyovTtag gival n taxlutnTa Pe TNV oTToia PETAdIdeTal N
Kpion otmmd 1O ETKEVIPO TNG TIPOG TNV TIEPIPEPEIN, KOBWG Kal n OIdkpion o€
QVOUEVOUEVEG KAl M OAVOUEVOUEVEG ETTITITWOEIG, APOU Ol TTPWTEG MTTOPOUV va
TTPOBAEPOOUV Kal va QVTIMETWTTIOTOUV evw O AAAeg cival atrpdBAeTteg. Otav ol
ayopéG aAAnAemIdpouv pe Sopikd Kal BepeAiodn TpOTTO, Ba TTEPipEve Kaveig OTI n
£€€000¢ aTTd TNV Kpion oTnv ayopd oTnv otroia auTr {Eotrace apxik& Ba odnyoloeE Kal
TIG UTTOAOITTEG OE [Ia TTIO ypriyopn «Bepatreia». e KABe TTepiTTTwWon N TTAciown@ia
TWV EPEUVNTWYV BIEBVWG CUPPWVED OTI N €CdTTAWoN TNG Kpiong Tou 2008 ogeileTal
1600 O0TOUG TTAPAYOVTEG AAANAETTIOPAONG KAl TTAYKOOUIOTTOINONG TNG OIKOVOiag, 600

KAl oTA QaIVOPEVA HOAUVONG.

Eival koividg atmodektd 0TI 01 avadudueveg oIkovopieg otnv AvaTtoAikr) Eupwtrn kai
Kevtpiki Acia (TTapoAo 611 gival o€ peydAo BaBuod Tepoyeveic), avékapwav Taxutepa
Kal o€ MeyoAuTepo PaBud arm’ OTI oI AVETTTUYMEVEG OIKOVOWIEG, yeyovog TTou
avadukveiel avayAuga Tnv onpoacia va PeAeTnOoUv Kal va avaAuBolv Ta kavaAia kai

o1 TpoTTOI BIAdWONG, OXI HOVO TWV ApvNTIKWY shock aAAd Kal auTa TwV BETIKWV.

O1 Forbes kar Rigobon (2002) dietUTTwoav Tov 110 dI0dedOPEVO OPICHO yIa TN

«MOAuvon»: Mia onuavTik alénon oTnv CUOXETION METAEU ayopwy, OTav gu@aviZeTal
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éva 1o0XUpd OOK O€ Mia | Ot TEPIOCOTEPES XWpPES. Me AGAAa Adyia n updAuvon
epaviCetal étav n CuoxETION METAU OUO ayopwv HEYIOTOTTOIEITAI PETA ATTO €va
IOXUp® OOK O€ Mia aTm’ auTég, evd OTAV N CUXETION €ival 1I0XupA OTIG TTEPIOBOUG
OMaAOTNTAG WIAGUE yia @aivopeva aAANAETTIOpAONG Kal TTAYKOOMIOTTOINONG. € KABE
TTePITITWON N POAuvon gival N uTTEPPBAAAOUG O GUOXETION Kal EVAPUOVIOT U0 ayopwy,

o€ oxéon Me TIG TTPORAEWEIS TwV dIaPOPWYV HOVTEAWV.

H peAétn kai n avadAuon Tng YeETadoong TG MOAUvVONG €XEl IOXUPO QVTIKTUTTIO OTNV

XApaén TwV JOKPOOIKOVOUIKWY TTOAITIKWV.
1. BonBd otnv xapa&n vouIouaTiKAG Kal dnuoCIOVOMIKAG TTOAITIKAG.

2. Bonbd oTtnv karavonan twv SIEPYACIWY TToU AAUBAVOUV XWPa O€ Pia JeyAAn
TTOAITIKO-OIKOVOUIK €vwon OTweg N Eupwtraikry ‘Evwon, kabwg artroteAeital atmd

KPATN PEAN pE 1811TEPOTNTEG KAl DIAPOPESG HETAEU TOUG.

3. BeATIWVEl TOUG OTOXOUG KOl TIG OTPATNYIKEG CUMMPAXIEG TwWV KpATwv o€ OTI

a@opd 1O DIEBVEG EUTTOPIO KAI TIG YEVIKOTEPEG CUVEPYAOTIEG.

4, BeATiwvel TNV Katavonon Kal avéAuon Twy 0pwv OTTWE TTAYKOOMIOTToiNoN, Kal

aAAnAemTidpaon oTnv dieBvoTToinuévn OIKOVOia.
H perddoon Tng Kpiong oTIG avaduoOuEVEG aYOPEG.

Tnv trepiodo 2007-2009 n TTayKOCUIA XPNMATOOIKOVOMIKI KPion ATav uia aAucidwTr)
avTidpaon TOU TTIOTWTIKOU KIVOUVOU TIOU EUTTEPIEIXETO OTA  XPNUATOOIKOVOUIKA
EPYaAcia Kal TTUpodOoTABNKE ATTO TNV KPIon PEUCTOTNTAG OTO TPATTECIKO OUCTNUA TWV
Hvwpuévwy TMoAreiwv. 'HTav 0 ouvduaopog TPILV CUVOETWY XPNHOTOOIKOVOUIKWY
epyaAciwy : TiThotmoinuéva oTteyaoTikG ddveia, Evexuplaouéva xpedypaga (CDO) kai
Zupwyvieg avraAhayng mmoTwTikoUu Kivduvou (CDS), ta omoia odnynoav oTnv
TMOTWTIKA KPion OTNV oTeEYaAoTIKA ayopd Twv Hvwuévwy MoAITeiwy, n oTroia apyoTepa
eCamAwBnke TTaykoopiwg. H kupidtepn dIa@opd TNG OXETIKA HPE TIG TTPONYOUNEVEG
Kpioeig, 6TTwg 10 1997-1998 n Aciatiki kpion, 1o 1998 n Pwaoikni kpion A 10 1999 n
Kpion TG BpadiAiag, ival 611 n kpion Tou 2007-2009 mponABe attd Tn ueyaAlTepn Kal
Mo €MOPACTIKA oIKovouia Tou kKéopou, auTh Twv Hvwuévwy MoAiTelwy, kal cuvToua

€CATTAWOBNKE 0€ OAEG TIG AYOPES TTAYKOOMIWG

Eivar kaBoAika atrodektd 611 01 ayopég d1eBvwg avTidpouv GuUECa Kal akapidia o€

EMTTESO TIMWV Kal SIOKUPAVONG, KATA TIGC HEYAAEG XPNUATOOIKOVOUIKEG KPIOEIG.
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QoT1600 N TAXUTNTA Kal TO PEYEBOS Twy €mMOPACEWY aUTWY, KABwG Kal o puBudg ue
TOV OTTOIOV AVAKATITOUV Ol ayop£G dIaPEéPOouV PETAEU TOUG, YEYOVOG TTOU £XEI MEYAAN
EMTTWON OtV  TIMOAGynon Twv TiTAwv  O1ebvwg, Tn  diaxeipion peyaAwv

XOPTOQUAGKIWY Kal TNV avTioTaBuIon Tou KivOUvou.

Ev Tw petau, cival 1diaitepa Xproipgo va eEETACOUNE TNV €TTIOAPON TNG TTAYKOOHIOG
XPNUATOOIKOVOUIKAG Kpiong oTig xwpes BRICS (Brazil, Russia, India, China, South
Africa), kaBwg BewpolvTal N ATHOPNXAVA TNG TTAYKOOMIOG OIKOVOMIag Kal Ol ayopEég
TOUG €ival n TTPWTN €AoY Twv BIAXEIPIOTWY TTAYKOOMIWG yia S1agopoTToinan Twyv
xaptopuAakiwv Toug. O1 ayopég Twv Hvwpévwv TMoAreiwv kai Twv BRICS
ouvoéovTal dppnkTa e TIC dlakupavoelg Toug. H aAAnAemidpaon autr €€nyei 1O
yeyovog OTI ol aAAayég oTn diakupavon oTig ayopés Twv BRICS utropei va epunveuTei
MOvo AapBdavovtag uttéwn TIG avTioToixeG METABOAEC oTnv ayopa Twv HIMA, kabwg

Kal 0TI UMBAAAEl aTnv akpiBeia Twv TTPORAEWEWV.
MeTdd00N TOU PiOKOU TWV KPATIKWYV OOASYywYV TN {wvn Tou Eupw.

21a T€AN Tou 2009, KaBwWG N TTayKOoWIa oikovoia éByaive atrd Tnv MeydAn "Yoeon, n
Kpion €BvikoU xp€oug XTuttouoe Tnv Eupwrn pe atrioteuTn opun Kai pévog. ool yia
€OVIKN XpeokoTria TEAIKA eu@avioTnkav o€ éva KPATog TG Eupwtraikng TTepipépeliag,
Tnv EAAGOa, aAAG ouUvropa e€amAwbnke kar o€ AdAAa  Eupwtraikd kpdrn,
avaykagovTag Ta KEVTPA ATTOQACEWY va TTAPOUV TOAPNPA Kal TTOANEG QOPEG aKkpaia

METPA yIa va euTTOdicOoUV TNV HOAUvVon va eCaTTAWOEI.

H €Bvikr] kpion petadidetal ekTOG oUVOPWY SIAUECOU TTOAAWY KAVOAIWY. ZNUAVTIKO
POAO TTaIOUV Ol OIKOVOUIKOI BECHOI PETAEU TWV KPATWV Kal 181aiTEpa N €keBON TwvV
TPpaTeWV OTa KPATIKG opoAoya. Mia €Bvikn kpion xpéoug TTou oofouce atnv EANGSa
Ba peTadIdOTaV pE  pEYAAUTEPN €viaon OTo TPATeQikG ouoTnua Twv AAwv

EupwTraikwyv kpatwyv, 600 TTEPICOOTEPO AUTEG ATAV EKTEBEINEVEG OTO EAANVIKG XPpEOG.

‘Exel mapatnenBei 61 yia augnon katéd 1% o1o ac@AAIoTpo KIvOUvou Twv EAANVIKWY
CDS, odnysi o€ auvénon kata 0,275% oTo avrioToixo yéoco EupwTraikd, yeyovog TTou
utTovvoEi onuavTiké Babud petddoong. Ta gaivoueva autd gival évrova Kal odnyouv

O€ TTI0 JOVIPEG ETTITITWOEIG € OAA TA KPATN.

Ymapyouv dIG@opol TUTTOI OIKOVOUIKWY BETHWY, OTTWG N £€KkBeon aTo dNUACIO XPEOG
Kal 0 dIaTpaTTeCIKOG BAVEICHOG. YTTAPXOUV EVIOVEG evOEiLeIg OTI n €kBeon oTo dnudoiIo

XPEOG aTToTEAE O OPOUG OIKOVOWIKOUG KAl OTATIOTIKOUG onUavTIKG KavaAl petddoong

lwavvng ENVTapomTouvAog 2016 Page 6



Athens MBA; “Contagion effects in the government bond
markets. Evidence from the EMU 2.0 crisis”

NG Kpiong, &vw O OIaTPaTTECIKOG dAVEIOPOG Oev @aiveTal va Traifel OTATIOTIKA

onNUavTikd poAo.

O1rwg €xoupe avagépel, n poéAuvon diakpivetal o€ BepeAitodn Kal pun BepeAIndn, Ye T
OeUlTepn va egaptdral ammd TTaApAyovTeG TTou Oev gival AUECa aviXVEUOIPol. TEAOG N
peTadoon TnG MOAuvong uTTopei va cuufei, €av n ePeAvion evog OOK O€ €va KPATog
ETTNPPEACeEl TIG EKTINACEIG TNG ayopds 600V a@opd TIG TTOMITIKEG OIKOVOMIKAG Kal
TTOMITIKAG Ouvepyacoiag. ZTnv TTEPITTTwoN Tou eupw Ba Aéyaue 6T Ta véa TTOU
TTpoépxovtav atd Tnv EAAGSa emBeBaiwvav Tnv TTemoiOnon Twv emevouTwy OTI TA
uttoAoima EupwTraikd kpdtn Ba Trapeixav €yyunoeig yia 10 XpEOS TwV aoBevEéoTEPWV
Kpatwyv, OUMBAAAOVTOG pE autdv Tov TPOTTO OTNV TTEpaITEPW EEATTAWON TNG

MOAuvong.

Eival yevikwdg atrodekTd OTI £€va GOK €BVIKOU XpEOUG 0€ £va KPATOG avTavakAd évrova
oTa KPATn autd TTou eival dueca ekTeBeléva oTo XpEog auTd. AvtiBeta n oxéon
METOEU TwvV EUTTOPIKWY OECHUWV Kal OxXEoewv OUO KPATWY Kal TnNg METAdooNg Tng
Kpiong METAEU TOUG TTapauével OTATIOTIKA TTOAU aoBevig. Tautdxpova £va onUavTIKO
MEPOG TNG METADOONG TNG Kpiong Oev epunveUETal JE TNV UTTAPYXoUoa Bewpia, I0IKA
yia Xwpeg 0TTwe N latravia kai n MNopTtoyaAia, yeyovog TTou uttodnAwvel OTI UTTAPYXOUV

Kal AAAa KavaAia HeTGdoong TNG KPIiong, EKTOG ATT” auTd TTOU YVWPICOULE.

OT1wg gival uaoikd, 600 TTI0 EUGAWTN €ival PIO OIKOVOWia, TOOO TTI0 PJEYAAOG gival O
BaBuog petadoong TG EAANVIKAG Kpiong. Eidikd o1 Tpdmmedeg o€ M0 EUAAWTEG XWPES
avTaTToKpPivovTal TTI0 €VIOova OTA OOK TTou Trpoépyovtal atrd tnv EAAGda. Ztnv
TTEPITITWON OE TTOU Ol CUYKEKPIYEVEG XWPEG EPTTAEKOVTAI OTO PINXAVIOUO OTAPIENG TNG
EAGdag, 161E 01 atrwAEIEg Toug atmd EAANVIKoUG TiTAoug gival akopn BabuTepes. Kai
BéRaia UTTAPXOUV Kal Ol EUECOI TPOTTOI HETAdOONG TNG Kpiong. MNa TTapadeiyua €av n
FaAAia eivar ekteBeipévn oto EAANVIKO xpé€og evw n lotravia 6xi, eviouToig n Kpion
petadidetal ki otnv lomavia, Adyw TnNG €kBeong Twv loTTavikwy TPATTECWY OTIG

"aAAIKEG.
Ta d1EBvA kKavdaAia TPATTE(IKOU SAVEIOUOU, TNV TTEPIOdO TNG KPiong.

To mepIBAAAOV TTOU XOPOKTNEICEl MIO OIKOVOMIKY Kpion €ival autd Tou @Ofou, Tng
aBeBaidtTnTag Kai Tou TTavikoU. MNa pia Tpatreda oTo dIEBVEG TTedio auTo pETaPPAleTal
oe uwnAn aBefaidTnTa OTA OTOIXEID TOU €vepynTIKOU Tng, éviovn OloKUuavon oTnv
TTpéoBacry TG oTn  diaTpateCik  ayopd pPeucTOTNTOG Kal  uttoBdduion  Tng

agloAdynong kal TG QepeyyuodTnTag mG. Autd Ta Tpia KavaAdia — tng aBeBaidtnTag,
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TNG PEUOTOTNTAG KAl TNG PEPEYYUOTNTAG — AVTAVAKAOUV [E TN OEIpd TOUG Tn pon TG
XPNUATodOTNONG TWV OIKOVOUIwY. Na To Adyo autd cival KpioIpo va €€eTACOUE TOUG
TPOTTOUG PE TOUG OTTOIOUG Ta Tpia autd KavaAia, ot OleBvEg eTTiredo, eTTnppedlouv
ToV JI1aTPATTECIKO SAVEIOHO OTTO TA AVETITUYMEVA KPATN TTPOG TA AVATITUGCOMEVA KATA

Tn d1dpKela TNG Kpiong Tou 2007-2009.

MNa Tapadeiypa, dv n TPOcRacn o€ peuoTOTNTA €ival TTEPIOPITHEVN, TOTE N EYXWPIA
KEVTPIKA TPATTE(a WTTOPEi va XOAAPWOEl TOUG TTEPIOPIOPOUG TNG ) va Trpofei o€
OUPQwvieg avtaAAaynG CUVOAAGYHATOG TTPOKEIMEVOU VO TTOAPEXEI OTIC EUTTOPIKEG
Tpdmeleg Tnv atapaitntn peuotétnTa (last resort lending). AvriBétwg €dv 1O
TTPORANUa cival @QepeyyudTNTAC TOTE N TTONITIK) Kal Ol PUBUICEIC TNG KEVTPIKAG
Tpdmedag Ba eival TTPOg TNV KaTelBuvon TNG MEIWONG Twv Wn €EUTINPETOUMEVWV

oaveiwv.

Ta TTEPICOOTEPA EUPMUATA KATATEIVOUV OTO YEYOVOG OTI KATA T OIAPKEIQ TNG KPiong,
Ta TTPpofAfuaTa peucTOTNTOG TWV TPATTE(WV KaBWG Kal TnG apefaidtntag Arav Ta
KUPIOTEPA KAVAAIO HECW TWV OTTOIWYV ETTNPPEACTNKE O dAVEIOHOS TWV TPATTECWY ATTO
Ta QVETTTUYMEVA TIPOG Ta avamTuooopeva Kpdatn. lMepaitépw n euaiobnoia Twv
TPATTECWV O€ AUTOUG TOUG TTAPAYOVTEG deV PAvNKE va aAAAlel Katd Tn JIAPKEIA TNG
Kpiong. H emmidpaon Tng Kpiong aTtov dAveIoPO TwV TPATTECWY ATAV IO AVANEVOUEVN
avtidpaon oTIg aAAayég TTou e€TABav oTnv dIOTPATTECIKI) PEUCTOTNTA KAl TNV
olkovoulky aBeBaidtnta, Tapd oTtnv aAlayfi Tng IKavotnTag TPOcRaoNG Twv
Tpatefwyv oTa dlabéoipa kepdaAaia. Maviwg oi Eupwtraikég TpatTedeg @aiveTal va
givalr o euaioBnTteg OTIC OUVOAKEG TNG ayopdg, Ta XpPOvia TToU n Kpion ATav oTo

ATTOKOPUPWHA TNG, 0€ ox€on We auTéG OTIG Hvwpéveg MoAiTeieg.

Znuavtikdé poAo Traifel n TTapoucia &Evwv TpatmeCwyv OTnV Xpnuatoddtnon Tng
OIKOVOWIagG, 1810ITEPA OTIG AVATITUOOOUEVEG AYOPEG, OTTWG OTNV AATIVIKI) AUEPIKN 1
oTIg Ivdieg, 6TTOoU N TTPGORACN O TOTWON KAl 0 KEPAAQIA TOOO TWV PIKPWVY 600 Kal
TWV MPeEYOAUTEPWY ETTIXEIPAIOEWY  gival 181aiTepa onpavTikh. O1 &Eveg Tpamedeg
EMEDEICAV IO PEYOAUTEPN IKAVOTNTA VO dIATNPAOOUV TNV TTIOTOANTITIKI] TOUG

IKAvOTNTA, O€ OXEON UE TIG EYXWPIEG, KATA TN OIGPKEIQ TNG KPIoNG.

2€& OUVONAKEG TMIOTWTIKOU TTEPIOPICKOU dnuioupyeiTal éva Xdoua peTaiu Tou KOOTOUG
TWV EEWTEPIKWY KEPOAQiwv TTOU pTTopei va daveloTei pia Tpdmmeda Kal Tou KOOTOUG
TWV ECWTEPIKWV KEQAAaiwv gukaipiag. Katd tn dIdpKeIa PIag OIKOVOUIKNG KPiong To

KOOTOG TWV BIABECINWY KEQOAiwY auEAveTal, JE ATTOTEAECHA, OCO TTIO PEYAAN cival
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auth n dlagopd 1600 Mo dUCKOAN gival n duvaTdTnTa dAVEICUOU, PEIWVOVTAG £T01 TA
TTood TTou pia Tpdatrea utTopei va davelotei. To @aivouevo autd Afyetal Kpion
PEUCTOTNTOG Kal gival éva aTrd Ta Tpia onuavTikd kavaAia petddoong TnNG Kpiong Twv

TpaTTECWV.

‘Evag dAAog TpOTTOG HE Tov oTroio emnpeddetal o TpaTedikOg daveloudg, eival n
emdeiviwon Twv I00AOYICHWY TwV Tpatrelwv, Adyw NG Kpiong. Autd ue Tn ocipd Tou
odnyei otnv aoénon Tou KOOTOUG Twv OavellOhevwy  KEQaAdiwy, KaBwg n
TMOTOANTITIKY IKAvOTATA TwV TPaTTe(Wwyv uttoXwpEei dieBvwg. ‘Eva uwnAdétepo €mITOKIO
davelopoU peiwvel TNV KaBapr aia tng TpAaTTeag, PE CUVETTEIA TNV AKOPN TTIO
OUOKOAN TTpdafacn oTa KePAAaia TTayKoouiwg. To @aivopevo autd KaAegitalr Kpion
QEPEYYUOTNTAC N TMOTOANTITIKA Kpion kal ammoTeAei éva eficou onuavtikd KavaAl

METGdOONG TNG TPATTECIKAG Kpiong.

TéNOG, N yevikOTEPN aBeBaIOTNTA Kal N ATEANG TTANPOPOPNACN £XOUV OV ATTOTEAECHA
ol TpAaTTedeg va PNV gival BwPaKIoPEVES aTTEvavTl OTOV TTIOTWTIKO Kivouvo. H auénon
TWV EMTOKIWY OTA OAvVEIA TTOU E€XOUV XOopnynoel OtV OPKE va TIC TTPOCTATEWEI
atmmévavTl OTOUG OTPATNYIKOUG KAKOTTANPWTEG, VW TA avauevopeva KEPON TOUg Eival
onuavTikad xaunAdtepa. H peiwon tng kepdogopiag Ttoug, Adyw Tng aufnong Tng
apepaidTnTag, £XEI KI QUTH OQV ATTOTEAEOHA TNV avAyKN YIO HEYOAUTEPO DAVEIOHO ME
duopevEDTEPOUG Opoug, CuPBaAovTag pe T oeipd TG otnv diddoon TnG Kpiong,

MEOoW TNG YevIKOTEPNG aBefaIOTNTAG.

H yewypaegia Tng Kpiong.

Tnv TeAeutaia dekaeTia PeydAn oulnTnon €xel yivel OXETIKA HE TNV IKAVOTNTA TWV
JIaPOPWY OIKOVOUIKWY TTapayOvTwy va oTauyaTtioouv Tn d1ddoon TnG KPiong evriog
TWV ouVOpwv. EkTég atrd TIg TpATTECES 1060iTEPN TTPOCOXH £XEI BOBEI OTNV TTAYKOOHIA
ayopd kepoAaiwv, kKoBw¢ TAéov Bewpeital onuavtikdg TTapdywv PETAdoOONG TNG
MOAuvong. lMaparnpouvtal éviova @aivopeva dIaQopOTIoinonG oTn YETAdoon NG
Kpiong, aAAG kai oto BaBud avakapyng, yia OIAQopeg XWPES Kal OIAPOPES

OIKOVOUIEG.

To epwTnua TTOU gyeipeTal gival: Moid gival N yewypagia Tng JETAdOONG TNG KPIoNG;
Mou petadidetal n péAuvon; MapoAo TTOU o1 PEXPI TWPA EPEUVES UTTODEIKVUOUV TIG
AVATITUOOOOUEVEG XWPEG VA Eival TTIO EUAAWTEG OTNV POAUVON, EVTOUTOIG TTPOCPOTA
EUPNMATA QAVEPWVOUV OTI eV gival TTAVIA COQPEG TTOIEG OIKOVOMIEG €TTNPEACOVTAI

TePIcoOTEPO. Ta TIEPIOOOTEPA KPATN @aiveTal va Bpiokovial g€ Mo OUVAMIKA
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I0oppOTTia  METAEU TOUG, OCOV a@OPd OTIC METOXIKEG KOl OMOAOYIOKEG POEG,

OUMTTEPIAABAVOUEVWY KOI TWV GVETTTUYHMEVWY OIKOVOUIWY.

Emiong 1a @aivépeva oIKovouiKAG aAAnAemidpaong kal petddoong 1600 TWV
apvnTiKwy, 600 KAl TwV BETIKWY OCOK TIapaATnEOUVTal TAUTOXPOVA OTIC QYOPEG
METOXWV Kal OHOAGywv. [MapdAo TTou Ta KUPOTO QUTA OUVTOVIOHOU €XOuv Tnv
AQETNPIO TOUG OTIG AVETTTUYUEVES OIKOVOMIEG, TEAIKA N XpnuaTodoTnon Twv AlyoTEPO

QVETTTUYHMEVWYV KPATWY QaiveTal va eTTNPEAZETAI TTEPIOCCOTEPO ATTO TNV Kpion.

TéNog 101aiTepa onPavTikKG pOAo OTnv £EATTAWON TNG KPIoNG TTaifouv TO €TTITTE®O TOU
TTONITIKOU PiOKOU, TNG XWpEag TTou €kdidel TO XPEOG, KABWGS Kal N amméoTaon PETAEU
Tou €KOOTN Kal Tou oTrodékTn. Oco peyaAUTEPO €iva TO TIOMITIKO PICKO Kal N
amoécTaon, T600 oI eTTeVOUTEG €XOuv Tnv TAON va MPEIWVOUV TNV €KBECH TOug OTO

OUYKEKPIUEVO XPEOC.

MaTi eival OWG PEPIKEG XWPEG TTIO EUQIOONTEG OTNV PETADdOON TNG TTAYKOOUIOG KPiong
atmd GAAeg; Me GAAa Adyia T ival auTtd TTOU KAVEI TOUG ETTEVOUTEG AVUTTOUOVOUG VA
eloéNBouv (1 va eE€NBouv) oe pia xwpa, OTav ol ouvlnkes BeAmiwvovtal (R
XEIPOTEPEUOUV avTioToIXa); ETTa €ival ol Tmapdyovreg Tou KaBopifouv auth Tnv

OUUTTEPIPOPA:
1. To vopoBeTIKG TTAQICIO KAl N TTPOCTACIA TWV ETTEVOUTWV

2. H 1TOAITIKI) 0TABEPOTNTA TNG XWPAG

3. H diagpdveia, n cwoTtnA dlakuBEpvnon Kai N Aoyodoaia o€ eTaIPIKO ETTITTEDO
4, H ao@dAcia Twv Ke@aiaiwyv

5. H gAaxioToTroinon Tou oIKovouIKoU pioKou

6. O1 dnudoieg eTrevduoelg

7. H améoTtaon

‘Exel onuaocia va egeTGooupe €AV OI KIVAOEIG KEQAAQiwWY o€ TTayKOOMIO ETTITTESO
ogeilovTal ag €EWTEPIKOUG TTAPAYOVTEG TTOU «OTTPWXVOUVY» TOUG ETTEVOUTEG TTPOG T
€Ew N 0€ e0WTEPIKOUG TTAPAYOVTEG TTOU TOUG TPARBOUV TTPOG TA «ECA». ZUYKEKPIPEVA
TO TTIEOTIKO XPNMATOOIKOVOUIKO TOTTIO, TO JOKPOOIKOVOMIKA VEQ Kal TO ETTITTESO TWV
ETTITOKIWV OTIG AVETTTUYHEVEG AYOPEG, AEITOUPYOUV WG TTAPAYOVTEG TTiEONG TTOU WOoUV

TOUuG OleBveig emevduUTEG va auffoouv Tnv €kBeor| Toug TTPog OieBveic ayopéEg.
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AvTiBeTa TTapdyovTeg OTTWG N TIOAITIKA OTaBepdTNTA KAl n amdéoTacn Spouv wg

EAKTIKOI TTAPAYOVTEG WOTE Ol ETTEVOUTEG VA TTAPAMEIVOUV OTO ECWTEPIKO TNG XWPAG.

2UMTTEPOCHATIKG Ba Aéyaue OTI UTTAPXOUV IOXUPEG EVOEIEEIC yia TNV EATTAWON TNG
Kpiong Traykoopiwg. Otav ol GUVBNKEG TNG OIKOVOUIOG OTIG OVETTTUYUEVEG AYOPEG
aAAdlouv, n xpPnNUATodOTNON TWV AVATITUCOMEVWY Qyopwv YiveTal BUOXEPNG. 2€
VEVIKEG YPOAMMEG Ol QUYOKEVTPEG OUVAUEIC TTOU 0dnyoUuv TOUG ETTEVOUTEG OTIG
QVETTTUYMEVEG ayopEG KaTa Tn OIAPKEIA TNG KPIoNG, €xouv APECO QVTIKTUTIO OTIG
AVOTITUOOOUEVEG XWPES. H évvoia TG peTtddoong TG MOAUVONG €xEl va KAVEl JE TN
doun auTtrig KaBauTAg TNG Blounxaviag TG oikovopiag. lMNa mapadelyua, o Babudg NG
METGOOONG TNG Kpiong TIAYKOOWiwWG, OXETICETal AppnKTa HME T  TTPOCQOATWS
EMPAVICOPEVA «TTAYKOOMIA KEQAAQIO» TTOU ETTEVOUOUV TAUTOXPOVA OE AVETTTUYMEVEG
OIKOVOUIEG, OAAA Kal O€ QVETTTUCOOMEVEG ayopEC. TEAOG, @aivetal OTI OTIC AyOopEG
METOXWYV TTAYKOOWUIWG, UTTEPTEPOUV Ta KEPAAAIA OTTO TTEPIPEPEIAKA KPATN, EVW OTIG
QVTIOTOIXEG AYOPEG OMOAGYWYV @aiveTal va UTTAPXEl PIa SIOXWPICTIKA YPAUMKA: To
OUVOAO TWV KEPOAQiwv ETTEVOUETAI €iTE O avaTTTuooOuEvEG ayopég (high-yield bond
funds), cite og avemrTuyuéveg oikovopieg (low-yield bond funds). To yeyovog autd
utTovvoEi OTI 0l managers Kal ol DIaXEIPIOTEG HEYAAWY XAPTOPUAAKiIWY TTPORAETTOUV
Kal TTPoeCO@AOUV TTPOG TTola KATeUBuvon Ba KivnBei n kpion, TOTTOBETWVTAG avaloya

Ta KEQAAQId TOUG.
ZupTtrepdopaTa amrd TNV ayopd EAANVIKWY KPATIKWV OHOASYwV.

A6 TNV uI0B£TNON TOou KoIvou vopiopaTtog, Tou eupw (European Monetary Union
EMU), ta kpdtn PéEAN TNG VOMIOPATIKAG évwong attoAaufdavouv pia oUykAion oTa
MOKpOTTPGBeaua TITOKIA TOUG. AnuioupynBnkav YeyAAeg TTPOOdOKIEG OTA KPATN TNG
TEPIPEPEING, OTTWG N EAAGDa, n MopToyaAia kail n IpAavdia yia BILCIKUN OIKOVOMIKA
avamTuén, AOyw TnG TTOANITIKNAG Kal OIKOVOMUIKAG OTaBepdTNTAG, TNV OTIoid TO KOIVO
vOUIoPa gyyuoTav. H Koivh vouiopaTikr) TTONITIKR) TTEpIEAGUBavE TTOAU XaPNAd emmiTéKIa
TTou KaBOpICe N Kevipik Eupwtraikr) Tpdmeda (ECB), Ta otroia pe Tn o€ipd Toug Ba
BaciCovrav oTa TTOAU xaunAd etmitreda TAnBwpiouou oTtnv Meppavia. ‘ETor o1 xwpeg
ME uwnAd emireda TANBWPIOHOU ekeivn TNV €1TOXA, OTTWG N EAAGDA, n MNopToyaAlia
Kol GAAEG ETTWQEANBNKAV O0TOV ToPéa TNG aglotoTiag. QoTO00 N XaAapr) VOUIOUATIKA
TTIONITIKY] OeEv  ETTETPEWE OTIG XWPEG QAUTEG VA OUYKAIVOUV TO  ETTITTEdD  TWV
TTANBWPICPWY TOug HE TO PECO Opo NG Eupwdlwvng. To yeyovdg autd eixe oav
ammotéAecpa TNV EAAEIYn  avTaywvioTIKOTNTAG  Kai TNV €mdegivwon  Twv

ONUOCIOVOUIKWY TOUG EAAEINATWV.
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To 2007 petd TNV €KpNEN TNG QOUCKAG TWV OTEYACTIKWY daveiwv uwnAou piokou
otnv ayopd Twv Hvwpévwyv ToAITeEIwy, Ta POKPOTTPOBeoua €mMITOKIA auéhbnkav
TTaykoopiwg. MoAAoi olkovouoAdyol TTioTelouv OTI Ta BePeAIIdON PAKPOOIKOVOUIKA
Oedopéva TNG KABE XWpag XwpIoTd, ATav utteUBbuva yia auTtrv TNV augnorn. AvTIBETwG
dAAol TmioTeuouy OTI N alénon oTtn diakupavon Twv EupwTTaikwy KpaTikKwy OpoAdywv
ATav amméTéAeoua NG diadoong TnG POAuvang atrd Tnv Kpion otnv EAAGSa. H EAAGOQ
ATav n TPWTN Xwpea 1Tou ATNoE oikovopikr BorBeia amd Tnv EupwTtraiki ‘Evwon kai
10 AIeBVEG NopiopaTiké Tapueio, Tov Maio Tou 2010. Ta &itTAd eAAcipata Tng EAAGDAG,
T600 TO ONUOCIOVOUIKO, OGO Kal To TTOAU uWwnAd xpéog, wg ToocooTd Tou AET, Atav
Ta KUpla oToIXEia TTOU aTracXoAouoav Tn d1EBVH OIKOVOUIKN KOIVOTNTA, OXETIKA UE TN

METAdOON TNG Kpiong oTa uttdAoITTa EupwtTaikd KpdaTn.

Ymapyouv O1GQopol opIoHoi TNG METAdOONG TNG Kpiong oTtn diebvh BiBAioypagia
KaBwg kal TToAAoi OIkovoueTpIkoi péEBodOI yia Tov eviommopd Tng. Opiloupe Tnv
METAdOON TNG KPIoNG WG TNV ATTOUCIa TOU YPAMMIKOU PNXAVIOPOU HETAdOONG TWV
MeTaBOAWY OTIC OIAKUMAVOEIG, KABwG Kal TV TTBavétnTa JEyIoTOTTOINONG TNG

OuVOIaKUUAvVoNG JETAGU BUO XWPWV.

Zupowva pe v lMNaykoéouia Tpatmela, n PeTGdoon TNG Kpiong cupBaivel 6Tav ol
OUVOIaKUUAVOEIG METAEU Twv KPaTwyv KAtd Tn OIdpKeEIa TNG Kpiong aufdvovral o€

OX€0TN UE TIG AVTIOTOIXEG CUVOIAKUUAVOEIG TOV UTTOAOITTO KaIPO.

Ta ammoreAéopara Twv epeuvwyv dev mPRERaIVOUV TV UTTOBEON TNG PETAdOONG TNG
Kpiong Twv deKAETWY EAANVIKWVY OPOAOYWV EiTE TTPOG T KPATN TNG TTEPIPEPEING, EITE
TTpog Tov TupAva TnNg Eupwdlwvng. AvTiBéTwg uTtdpxel ammoouvdecn oTnv
ouvllakUuuavon JeTagu Twv amodocewv Twv PlIGs (Portugal, Ireland, Italy, Greece
and Spain) pe Tov TTUpAVa Twv KpaTtwv TnG Eupwdwvng. Ta eupuara autd eival o€
TTANPN €UBUYPAPPION PE TTPONYOUMEVA EUPHAMOTA, TTWG TIPWTN QOPA atmd Thv
ul0B€TnNon Tou KoIvoU VOUIoPOTOG, ol €I0IKoi Twv ayopwv AduBavav utmoywn Ta
MOKPOOIKOVOUIKA HEYEDN KABE KPATOUG yia va avaAUOUVvV Kal va EKTIMOUV TO XPEOG

KABe xwpag exwpIoTd.

H oxéon peral tTng peiwong Twv £mwevbUOEWY KAl TRG alinong Tng avepyiag

otnv {wvn Tou Eupw

‘Eva dkpwg avnouxntikd oToixeio TG Eupwdwvng €ival n kataképuen TTwon g
eTMEVOUTIKAG OpaoTnpidtnTag. To UWoG Twv ETMEVOUCEWV, OAV TTOCOOTO TOU

akaBdpioTou TTPOIGVTOG TWV OIKOVOUIWY Tou TTupfva NG Eupwdlwvng, Tapouaiddel
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peiwon TG TGgng Tou 20% o€ oxéon pe 1o 2007, TN XpOovid TIPIV TNV €Kpnégn ng
TTAyKOOMIOG OIKOVOMIKAG Kpiong. AvTiBeta, n emevOuTikly dpacTtnpidtnta a& AAAEG
olkovopieg OTTwg authy Twv HIMA, Tng lamwviag  Twv ekT6¢ Eupwy Kpatwv €xel
o1afepd, amo 1o 2010 ki émerra, eTavéABel oTta TTpo Kpiong emmireda. To yeyovog Ot
1O eTTiTTedo emévduong, wg TTooooTd Tou AET, @Bivel ota kpdTn Tng Eupwdlwvng, Ye
eaipeon Tnv TepiTrTwon TnG MNepuaviag, 6TTou To €TTTTEDO TNG £TTEVOUCNG £XEI OXEDOV
QVOKTAOEl TIG TIPO KPIoNG TIMEG TOu, QavePWVEl OTI n €viaon Tng ETMEVOUTIKAG

dpaoTNPIOTNTAG DIAPEPEI AKOUA KAl HETO OTOUG KOATTOUG TOoUu Eupw.

Map” 6An Tn onuacia TG, oI EupwTtraiol agiwpaTtouyol dev avTiAn@Onkav Tnv €KTacn
NG utroetTévduong oTtn Cwvn Tou Eupw. ZTnv TTPOoCTTABEId TOUG va AVTIUETWTTIOOUV
TNV Kpion xpéoug, €piEav OAo 10 Bapog oTnv ONUOCIOVOUIKA CUHHOPPWON Twv
KPaTWwyV HEAWV, oav TNV Povadikr TTPoUTré0eon yia TV €MOTPOP OTNV avatrTugn.
Mapd O6uwg TNV ONUOCIOVOUIKA TIPOOdO TIOU E€TTETEUXON KOl TNV VOMICHATIKA
XaAGpwon Tou TIpooéPepe n Kevipikl Eupwtraik Tpdatmefa (ECB), n otmoia
avaTTugn TTapéPeve BOAN Kal avaidikr), Yeyovog TTou £OTPEWE TA QUWTA TOU

evOIAQEPOVTOG 0T oNUACia TNG UTTOETTEVOUONG OTNV TTEPIoXA Tou Eupw.

IMoAAoi epeuvnTéG uTTOOTNPICOUV OTI N ETTEVOUTIKN dpacTnpIioTnTa 0Tn {wvn Tou Eupw
uoTEPOUOE, O€ OXEON ME AAAEC AVETTTUYHMEVEG OIKOVOWMIEG, TTPIV TNV OIKOVOWIKI Kpion.
ExTigoUv OTI TTpoKeEIuévou va Trapapeivel n Eupwdlwvn oTo €mmimedo Twv AAAWV
QVETTTUYMEVWY  OIKOVOUIWY, Ba £mpette va  emmevouoel mavw até € 7,5
TPICEKATOUMUpPIA, TNV TTEPiIodo 1999 — 2007. Avti Suwg TO XAOPa va KAgioel, auTtd
HeyaAwoe KI GAAo. H katdppeuon Tng €mevOUTIKAG OpaoTneidétnTag eival TTio
AvVNOUXNTIKA OTIG XWPEEG TTOU JaacTi¢ovTal atrd TNV Kpion XpEoUg, OTNV TTEPIPEPEIN TOU
Eupw, oav armotédecpa TG Opauatikig Meiwong TG ¢ATNONG Kol Twv
EUTTPOCOBOBAPWYV BNUOCIOVOUIKWY PETPWY. ETTITTPOCOETA 01 KOIVWVIKEG eVTACEIG, OTT
Ta PETPaA AITOTNTAG, dnuIoupyoUlv £va TTOMITIKO KAl OIKOVOUIKO TTEPIBAAAOY, TTOU

MATAIWVEI TA OTTOIO ETTEVOUTIKA TTAGVA.

Tnv idla wpa, yia TPWTOPAVAG augnon TnG avepyiag paaoTidel Tn Cwvn Tou Eupw. ¢
OX€0n ME TIC UTTOAOITTEG QVETTTUYUEVEG OIKOVOMieG, n Eupwdlwvn, ekTd6¢ amd Tn
leppavia 61TTou n avepyia TTapoucialel peiwon, €ivalr n povn oikovouia O1ou n
avepyia éxel ¢eepdoel Ta TTPO Kpiong £miTeda, TO TTOCOOTO TNG TTAPAUEVEI DIYPNPIO

Kal ouveyifel va augaveral.
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Kpivovtag ammd 1a atroTeAéopaTa OTNV AvePyia Kal TNG KATAVOPNAS Twv KaBapwv
Ke@aAaiwv Tnv TTepiodo 1991 — 2015 avadelkvUeTal EVIUTIWOIAKA TO PAIVOUEVO TOU
KATOTITPOU: UTTAPXEl MIO EVIOVA QpvNTIK OUOXETION METAEU TNG avePyiag Kal NG

OAIKAG e1Tévduong, TOGO TNG IBIWTIKAG 600 Kal TG dNUOCIag.

H oxéon petalu Tou emevoedupévou KeQaAaiou Kal TNG avepyiag TPIBAG EXEI EKTEVWG
MeEAETNOei TIGC TeAeutaieg OUO OekaeTieg, KABWGS €xel atmmoTeAéoel Tedio €viovng
avTITapdBeong, PeTalu Twv OIKOVOUOAOYwYV. H avepyia TpiBAg augdvetal he Tnv 10xXU
TWV CUVOIKATWYV Kal T ETTIOOUATA AVEPYIAG, MEVETAI HE TNV AVTAYWVICTIKOTATA TNG
olkovouiag, aAAG Oev eTnpedleTal atmo TIS JETABOAEG O0TO KAGOMO £vTaong Ke@aAaiou
- évtaong epyaciag. H uttéBean gival 611 o1 TONITIKEG AUgnong TNG £viaong KepaAaiou,
€ival EVTEAWG AVATTOTEAEOMATIKEG OXETIKA WE TO UYPNAQ TTOOOOTA AVEPYIAG KAl JOVO N
epapuoyn MeTappuUBUicEwyY OTnv ayopd epyaciag Ba ptmopoUce va Ta PIcel

MOKpOTTpOBeCQ.

H aAAnAemidpaon petalu emévduong Kal  AvePyiag OTTOTEAECE  QVTIKEIMEVO
emoTnUovikng diapdaxng kair otig HMA. O Taylor (2011) dieTuTTwoe pia 1Ioxupd
apvnTIKr] oxéon METAEU TOUG Kal UTTOOTAPIEE OTI « Ol TTPOOoTIABEIEC TNG KUBEPVNONG
VO JEIWOOUV TNV avepyia Ba TTpéTrel va evBappuvouv Tn dnuioupyia Kal TNV ETTEKTACN
TNG €TTAYYEAPATIKAG dpaoTnpIoTnTacy. AvriBeta o Krugman (2014) utrooTrpie o1 Ta
eupAuara gival TAaoTd, AOyw TNG EKPNKTIKAG au&nong TNG AOTIKNAG £TEVOUONG, UETA
TNV TTayKOCMIa Kpion Kal dlaeRaiwoe OTI N uwnAn avepyia gival auTr) TTou odnyei o€
TOTTOBETNOEIC KEPAAaiou kal OxI TO avriBeto. oAU ouxva n Olaudyxn auth
eUTTAOUTICETAI PE BEWPNTIKA 1) 1I0E0AOYIKA ETTIXEIPAMATA, TTAVTWG €ival TTOAU CNPAVTIKO
va eEakpIBwooupe €dv Kal o€ TToI0 BaBPO TO TTOCOCTO avepyiag eEapTdTal aTmd TNV

€EVOUTIKA dpaoTnpIdTnTA.

H avepyia 1pIBAg emnppeddetal attd TNV €méVOUON KEQOAaiou, atrd Tn OTIYPR TTOU
uTTapxel eAAOTIKOTATG HETAEU Ke@aAdiou Kal egpyaciag. 2tn fwvn Tou Eupw T1O
emimedo Twv PIoBWYV Oev £xel TTapaueivel oTaBepd TIG TEAeUTaieG BUO OEKAETIEG KI £TOI
n emidpaon TNG mEVOUONG OTO TTOOOOTO avepyiag avauéveTal Ioxupr]. Mia SiakpaTIKn
EKTINON TWV TTOCOOTWV avepyiag, ep@avifel TNV €midpaon NG £mévOucng va ivai
OTATIOTIKA CNPAVTIKA, O€ avTiBeon WE TIG EPYACIAKES HETAPPUBUIcEIC TTOU dev TTaifouv
onuavtiké péAo atnv TTpowbnon Tng atmacxoAnong. O1 ekTIUACEIS XpNOIKWeUOUY Yia
va uTtoAoyicoupe TO €TTevduTIKO Kevd oTtnv Eupwdlwvn kai og 1moi0 TTocooTd Ba
TIPETTEI VO CUPUETEXOUV O I8IWTIKOG Kal 0 ONUOCIOG TOUEAG OTNV ATTOKATACTACT TG

atmmaoxéAnong.
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O pbéAog Tng TOAITIKAG BlapBopdg Kal TG @opodiapuyrnig otnv EAAnvikn

TPpOAYWDia.

H dia@Bopd kaBwg Kal n KATaoTTaTtdAnon Twv dnuociwv 06dwyv, ouxvda divel TO
dAAoBI kai Tn dikaioAoyia yia gopodiaguyry. Mpdyuari, diapBopd Kal gopodiapuyn
TTOAU Ouxvd, KAVOUV TaAUuTOXPOvVa £viovn TNV TIOPOUCia TOug, KATI TTou OAol
OupQwvolv Ol émaife onuavTiké poAo otnv Tpdc@atn EAANVIKA OIKOVOUIKA

Tpaywdia.

H dia@Bopd kai dIdBpwaon Tou TTOAITKOU CUCTAUATOG, HEOW MIAG OEIPAG OIKOVOUIKWY
OKAavOAAwWV, 0€ OUVOUOOWO HE MEYAANG KAiHakag @opodiaguyr] Kal TTOAU XaunAAig
TTOIOTNTAG UTTNPECIWY aTTO TTAEUPAG TOU KPATOUG, XapakKTnpifouv Tn dnuocia Jwr) TnG
EANGDQG yia TOUAAXIOTOV TIG TPEIG TEAEUTAIEG DEKAETIEG. AUTO €iXe oAV ATTOTEAECUA TN
OpauaTIKA Meiwon Twyv dnuociwv €00dwv, TNV auoifaia kayxutrowia HETau Twv
TTOAITWYV Kal TNG KEVTPIKNAGS B10ikNoNG KAl TV VOUIMOTIOINGN TG QOPOdIaYUYAGS Kal TNG
dwpodokiag. H TTapafarTikr) CUPTTEPIPOPA TOU €VOG PEPOUG, AVTAVAKAG AuECa Kal
yiveTal cuuTmAApwua TNG TTapaBatikétnTag Tou dAAou. OTtav 10 éva PEPOG aVAMEVEL N
oTeUEl OTI TO GAAO PEPOG Ba «KAEWEI» TOTE TO Bewpei WEENIO (TTOAAEG POpPEG Kal

eMRERANUEVO) va KAEWEN KI QuTO.

Anuioupyeital Kat” autév Tov TPOTTO €vag GAUAOG KUKAOG: O1 TTOAITEG atmmo@aaifouv
yla T0 UYog Twv €1I000NUATWY TTou Ba dNAWGCOUV OTIG POPOAOYIKEG APXES, AVaAOYwWS
NG mMOavoTNTag va eAeyXBouv POPOAOYIKG Kal Tou UYoug TOU TTPOCTiJoU TTou Ba
KANBouv va TANPpwoouv O€ TTIEPITITWAON TTOU KaTtadikaoToUv. Ao Tnv AAAn ol
TIONITIKOI, €XOUV OUXVA Tn OuvatoTNTA VA KATOXPWVTAI ONUAVTIKO PEPOG TOu

dnuoaiou XpriuaTog, TTou TTPOOoPICETAl VIO TO dNUOCIO CUPPEPOV.

2€ autd 10 TTEPIBAAAOV dnuioupyouvTal TTOANATTAEG, AQUTOEKTTANPOUNEVES ICOPPOTTIEG:
MIa BeTIKRA (apvnTiKA) 100ppoTTia ue XaunAn (uwnAn) dia@Bopd, pe XaunAd (uwnAd)
TT0000TO Qopodlapuyng Kal uwnAd (XapnAd) mmooooTd Tng dnudoiag datrdvng va
dlareibeTal TTPOg TO KOIVO 6peA0G. H UTTapén SIa@opETIKWY IOPPOTTIWV Pag Bonbd va
KOTOAGBOUME TTWG KPATN ME KOIVI) ageTnpia, €u@avifouv OIAQOPETIKA ETTITTEDO
010pBopag Kal @opodIaPuyns, KAaBWG €TTioNg TTWG Ta QAIVOPEVA aUTA €ival TOOO

OUOKOAO va e¢aAeIPBOUV.

2Tn Ouvéxela £CETACOUNE TIG OUVABEIG TTEPIOPIOTIKEG TTOAITIKEG, OXI HOVO OaV £va NECO
KOTATTOAEUNONG TNG d1a®BopAag Kal TNG @opodioQuyrg, aAAd yevikOTEpa oav éva

TPOTTO €TTIAOYNG TNG BEATIOTNG I00ppoTTiaG. MNapouaia TTOAAATTAWY IGOPPOTTIWY, TTOU

lwavvng ENVTapomTouvAog 2016 Page 15



Athens MBA; “Contagion effects in the government bond
markets. Evidence from the EMU 2.0 crisis”

gival atroTéAeopa atmd oTPATNYIKEG CUPTTANPWHATIKOTNTAG OTNV TTAPARATIKOTNTA TWV
OUOo opdGdwy, Twy TTONITWY Kal TWV TTONITIKWY, Ta cuvhon Pérpa, OTTwg Ta TTPOCTIHG
yia @opoAoyIkéG TTapaacelg, dev gival TTAvTa atroteAeapaTikd. MTTopei va auédvouv
TO KOOTOG €UKAIPIag TNG POopodIaPuYNS Kal TNG dlIapBopdg, atToTuyXAavouv Opwe va

eCagpavioouv TIG OTPATNYIKEG CUMTTANPWHATIKOTNTAG METAEU TWV AVTITTAAWY OPAdWY.

2Tn ouvéxela €fetdfouhe TN OUMPBOAN  eVOANOKTIKWYV METPWY  CUNPPOPYWONG.
Zuykekpipéva e€eT@loupe To KOOTOC TTOU TTPOKUTITEI ATTO TOV KOIVWVIKO OTIYUATIONO
KATTOIOU TTOU TTOPAVOMEl. AV TO KOIVWVIKO auTd KOOTOG €ival apKeTd uwnAd, ToTE
eCagavifetal n TTOANQTTAR 100pPOTTI KAl N OIKOVOUia GUYKAIVEI TTPOG MIa HOVadIKN
IcopPOTTiA. H €TMITUXIO TOU OUYKEKPIPMEVOU WETPOU EYKEITAI OTO YEYOVOG OTI OTOXEUEI
KaT €uBeiav oTov TTapdyovTa TTou dnuioupyei TNV TTOAAGTTAN 100ppoTTia, dnAadn Tn

OUPTTANPWHMATIKOTNTA METAEU TWV avTIBETWY OHAdWV.

H oxeTikn BiBAIoypagia avagpépel OTI KPATN WE TTEPEPPEPT] ONUOTCIOVOUIKA CUCTAHATO
KAl TTEPIOPIOTIKEG TTONITIKEG, OUXVA EU@AVICOUV OIAPOPETIKA ETTITTEOA CUUNOPPWONG.
MNa va eEnyroouv TIG dIOPOPEG QUTEG 01 EPEUVNTEG EICAYOUV TNV €vvola TOU nNOIKoU
KOOTOUG TTOU OXETICeTal YE TN popodiapuyn. AToua TTou dev gival TTapafaTikd YeVIKA,
Bewpouv TN @opodiaguyr] un nNBIkG atrodekTr). AT TNV GAAn dtopa TTou fouv Kai
KivouvTal o€ €va TrepIBaAAov TTapaBaTtikéTnTag atrd QiAoug Kal yvwaoToug, TEivouv Kal

ol idiol va TrapapaTtoulv.

H a1ToTEAEOUATIKOTNTA ] OXI MIAG TTOMITIKAG YIA TV KATATTOAEUNON TG POPOdIAPUYNG
eCaptdral ammdé TrapAyovieg TTou Ogv UTTOPOUV €UKOAO va avixveuBouv Kal va
METPNOOUV, aKOun Ki av TIPOKEITAl yia PETPA OTTWG POPOAOYIKA TTPOCTIUA KOl

eAEyxoUG.

Moleg TTONITKEG PTTOPET VO UIOBETAOEI pIa KUBEPVNOT), TIPOKEIYEVOU VA PEYIOTOTTOINOEI
TO NOIKG KOOTOG yia KATTOIOV TTOU KAEBEI TO KPATOG; YTTApPXEl MEYAAN YKAPO
KuBepvnTiIKWY TTOPEUPACEWY TIOU MPTTOPOUV  va  aAAGEouv TOV  TPOTIO  TTOU
AVTIHETWTTICOUPE TNV TTANPpWUR Twv @opwv. Mia a1’ auTtég gival N cuoTNPATIKA XPron
Twv PEOWV PAdIKAG evnUEPWONG, YIO va TovioTeEli TO nNOIKO O@eAog atd TNV
(POPOAOYIKI]  CUPUOPPWON apevog Kal N AOKNOn TTECNG  AQETEPOU  OTOUG
TTAPAVOPOUVTEG. (TT.X. ONMOCIEUOVTAG TO ATOPIKA POPOAOYIKA £€0000 1 TEAECIDIKEG
TTEPITITWOEIG Qopodiaguyng). ETriong n atmmouyr) TTONITIKWY TTOU UTTOVOOUV OTI n
Popodiapuyn €ival KoIVWVIKA atrodekTh, OTTwG n @opoauvioTeuon. Kar T€Aog n

uTTEPTOVION TNG AUEONG OXEONG METAEU TNG QOPOAOYIKAG CUPHOPPWOoNG, Twv
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POPOAOYIKWYV €00BWV Kal TOU ETTITTEOOU TWV UTTNPEECIWY TTOU atroAapBdavel o TTOAITNG

atod 10 KPATOG.

2UMTTEPOCHATIKG Ba Aéyape OTI ol TTOAITEG €ival o TTPOBuuol va CUPUoPOwWBoUvV
POPOAOYIKA Kal va atrodidouv ToOUug pOPOUG TTOU Toug avaAoyoUv OTo KPATog, 000
TmoTelouv OTI N popoloyikr dloiknon cival dikain Kol aTTOTEAECUATIKA. ZTnV TTPAEN N
0IKodounon KAigatog apoifaiag eUTOTOUVNG OE KOIVWVIEG ME uywnAd OeikTn
dlapBopdag cival eCaipeTikd dUOKOAN. ‘ETol €€nyeital n 1dlaitepa éviovn €YoV TWV
Qaivouévwy dlapBopdg Kal opodiapuynig Kal N dUCKOAIa TToU avTIUETWTTICOUV ouxvd

Ol KUBEPVWVTEG 01 OTTOIOI TiHIa Kal EIANKPIVG TTPOCTTAB0UV va T KATATTOAEUACOUV.

Eupwtraikil Nopiopatiki ‘Evwon (EMU 2.0) Zupmrepdopara amd tnv Kpion —

véo TrAaiolo oTaBepdTNTAG KAl AVATITUENG.

Ta epwTAMATA TTOU gyeipovTal ammd TNV TEAEUTAia TTAYKOOMUIO OIKOVOMIKN Kpion, n
oTroia €ixe dueon kKal ogia emidpacn oTa KPATA PEAN TTOU aTTaPTICOUV TNV
EupwTtaiky Nopiopatiki ‘Evwon (EMU 2.0), T yvwoTt) kal w¢ Eupwdwvn,
AmmeEINWVTAG AUECA T OUVOXH Kal TNV okepaIdTATA TNG ecival TTOAAG. Htav n
OTPATNYIKI TTOU UIOBETABNKE KAl TA CUYKEKPIYEVA PETPO VIO TNV AVTIMETWTTION TNG
Kpiong Ta KatdAAnAa; ATav n TTPOTEPAIOTNTA TTOU O0BnKe OTn ONUOCIOVOUIKI)
otafepdtnTa dikaioAoynuévn; €ivar n oTaBepdtnTa Kair n avamrtugn Tautdxpova
EQIKTEG OTNV €upwdlwvn; TTOI0 €ival To TTEPIBWPIO AOKNONG €BVIKAG OIKOVOUIKAG

TTOMITIKAG OTO ACQUKTIKO TTAQiOI0 TNG EUPpWTTAIKNG TTONITIKAG.

ATéNEIEG Kal TTAPOAEIYEIG OTNV OIKOBOWNGN TNG eupwlwvng Oev ETTETPEYAV TNV
EyKaipn aTroTPOTI TNG KPIoNg, aAAG Kal TRV AQwn OAwWV Twv aTTapaitTnTwy JETPWV YIa

TNV QVTIUETWTTION TNG, OTAV QUTH TTPOEKUYE.

H traykdéopia xpnuatoolikovouik kpion Tou 2008-2009 petegelixbnke 10 2010 o¢
Kpion €BvikoU xpéoug oTtnv Cwvn TOU €Uupw, TTAATTWVTAG XWPEG HME UTTEPPOAIKG
eMeipaTa kal dopikég aduvapieg. H EANGSa ATav n 1TpwTn Xwpea TOUu €Upw TTOU
XTUTTABNKE a1Td TNV Kpion oTig apxés Tou 2010, akoAouBouuevn atrd pia oeipd GAAwvV
KPOTWV JEAWV OTTwG N IpAavdia kai n MNopTtoyaAia ota 1€An Tou 2010 kal Ta péoa Tou
2011 avrioToixa, n lomavia 1o 2012 kai n Kutrpog 10 2013. O1 Tapatmdvw XWPES
QVTIMETWTTIOAV ONUAVTIKEG aduvapieg, OIOPOPETIKEG O€ KABE TTeEPITTITWON, AAAG pE
KOIVO TTapavopaoTr] TIG BUOKOAIEG £€aa@ANong S1EBVWV KEPOAQiWY UTTO KAVOVIKEG
ouvonkeg. O1 TTapatrdvw OIKOVOIeG, NdN £§aobevnuéveg atrd TV TTAYKOOHIA Kpion,

Oev dIEBeTav TnNv avtoxn Kai TNV eueAigia va avratre¢EABouv Tnv €BVIKN Kpion XpEoug n
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KABe pia pe Ta OIKA TNG péoa. MapdAAnAa TTayideupéveg oTo OTTIPAA TNG Kpiong Kal
NG UPeong, dev PTTépecav va emw@eAnBouv amd Tnv BeATiwon TG TTAYKOCMIAG

olkovouiag kai eutropiou 10 2010.

O1 aduvapies kal o1 aTéAEIEG OTO OIKODOUNUA TNG VOUIOUATIKAG Evwong dev eutrédioav
TNV EUQAVION OCOoRapPWY AVICOTATWY METAEU TWV KPOTWV MEAWY Kal EKavav
duoxepéoTepn TN ANWN METPWY yia TNV QVTIMETWTTION TnNG Kpiong, 6T1av auTh

TTpoékuye. EmTTAéov U0 Adyol @aivetal 6Tl ETTaiEav apvnTIKO pOAo:

MpwTtov n eupwdwvn €ixe AON Téoel BUPA TG idIag TNG €TTITUXiOG O0TN dnuioupyia
AVATITUENG Kal aTTaoXOANoNG KATA TNV TTPWTN OEKAETIA, KI £€TO1 BEV ATAV ETTITAKTIKI N
avaykn yia d16p8waon Kal evappovion TTONITIKAG, OTav éva KPATOG PEAOG TTAPEKAIVE.
AelTEPOV KAl O GUEON OXEON ME TO TTPWTO, N Apvnon KATTOIWYV PEYAAWY KpATWwV
MeEAWV va oeBacBolv Kal va eQapuoaoouy TOUG KOIVA aTToOeKTOUG ONUOTIOVOUIKOUG
Kavoveg. XapakTnpioTikG TTapddelyua atmoTeAei n Tpootrddeia Meppaviag kar MaAliag
10 2003 va oupuopPPWBOUV HUE TOUG BNUOCIOVOUIKOUG KAVOVEG OXETIKA HE TN Weiwan

TWV €BVIKWYV EANEINATWV

H EAMNvIKA kpion €BvikoUu xpéoug kal n Olaxeipion Tou, eival Kpiolya yia va
avTiAneBolpe TN duvapikKA TNG Kpiong oTnv eupwdlwvn, Kabwg n EAAGda Atav T0
TTPWTO PEAOG TO OTTOIO XTUTINOE N Kpion. Mnxaviopog othpiEng amd tnv Eupwtraikni
‘Evwon 0ev UTpXe Kal £TTPETTE va dnuioupynBei évag amd Tnv apxr, €vw n
apeBaidtnTa peydAwve, ameIAWVTOG T OTOBEPOTNTA KAl TNV  OAKEPAIOTNTA TNG
eupwlwvng. YTpxe geyaAn aAAnAemidpaon petagu Tng EAANVIKNAG Kpiong xpéoug Kai
TNG XPNMUATOOIKOVOUIKNG KPioNg oTnv eupwdwvn, n OToia PE yopyoug puBuolg

QATTOKTOUOE CUOTNUIKA XOPAKTNPIOTIKA.

Mia onuavTiKA KaPTI oTnVv 1I0Topia TNG Kpiong €BvikoU xpéoug TG eupwdwvng Arav
10 2012, 6Tav £€yive KolvA TTeToiOnon OTl €kTOG a1rd Tn dnuIoUPYia PNXOVIOUWY
OTAPIENG Kal TNV g€vioxuon Twv OnUOCIOVOUIKWY KOl POKPOOIKOVOUIKWY KAVOVWY,
ATav avaykn va eEaAeipbei To pioko TNG amoouvBeong TNG eupwlwvng, TO OTTACIUO
TOU QQUAOU KUKAOU HETOEU Twv TPATTECWV Kal TwV €OVIKWV KUBEPVAOEWVY Kal n
METABaon Tpog uia Tpatredikh évwaon. MNa 10 Adyo autd n déopueucn Tou TTPoESPOU
NG Kevrpikng Eupwtraikng Tpdrredag (ECB) Tov louAio Tou 2012 Mario Draghi 611 «n
Evpwrraikny Kevipikp Tpameda eivail EToiun va KAvel 0TI XPEIAOTET yIa vd TTPOOTATEWE!

TO EUPWY, NTAV OTTOPACIOTIKAG onuaciag.
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MoAITIKEG TTou TTpowBOUV TauTOXpOova OTABEPOTNTA KAl AvATITUEN €ival EQIKTEC OTO
TTAQICI0 TNG VOMIOUATIKAG €évwong Kai Adn Ol TTEPIOCOOTEPES £PAPUOlOVTal, EVW
TTOANEG €ival aTo OTABIO TNG MEAETNG Kal UAOTTOINONG. MEPIKES aTT AUTEG TIG TTONITIKEG
givar n uI0B£TNoN 1I000KENIOCUEVWY TTPOUTTOAOYIOHWY TWV KPOTWY HEAWYV, n OTToia
eMBAAAeTal amé TNV EupwTtraik ‘Evwon kai avaupéveralr va €xel TTOAU PeyaAluTepa
OQEéAN atm” o1l TToAAOi Bewpolv, n Tpamelik €vwon, €vag 18IaiTEPA TNUAVTIKOG
TTaPAYOVTaG OIKOVOUIKAG OTaBepdTNTAG KAl avaTITUENG, KABWG Kal Ol VEEG TTONITIKEG
EVOUVAPWONG Kal avatrTugng TG EocwtepikAg Eupwtraikhg Ayopdg, e Eupaon oTnv

OIKOVOUIKA avAaKapyn Kal TIG TIPOOTITIKEG TNG EUPWTTAIKAG OIKOVOIAG.

210 TTapammdvw Ba TTPETTEl va TTPOCTEBOUV 01 TTOAMITIKEG TTOU OTOXEUOUV KaTeuBeiav
OTnNV OIKOVOMIKA avaTtuén. TEToleg TTOMITIKEG €ival o1 IBIWTIKEC Kal ONUOCIEG
€TEVOUOEIG, KABWCS Kal avaTITUEIOKES TTONITIKEG TOOO O€ €BVIKO, 600 Kal O€ KEVTPIKO
emMTeEdO, TTOU ETTIKEVTPWVOVTAI G€ OOMIKEG WETAPPUBMIOEIS oTnV gpyacia Kal TIG
ayopéG TIPOIOVIWV KAl UTTNPECIWY  Kal TEAOG PBEATIwWON Tou  ETTIXEIPNUATIKOU

TTEPIBAAAOVTOG.

ZUUTTEPOCMATIKA Ba Aféyaue OTI aduvapieg  kal TrapaAeipelg otn doun TG
VOMIOHATIKAG évwong otn Cwvn Tou eupw (Euro Monetary Union EMU), dev
ETTETPEWAV TNV £YKAIPN ATTOQUYH TNG METADOONG TNG OIKOVOWIKNAG Kpiong avauecsa oTa
KPATn MEAN TNG Evwong Kal 101aiTEpa aTTd TNV TTEPIPEPEIA TTPOG TO KEVTPO TNG CWvng,
OTTWG €TTioNG Kal BUOKOAEWaAV TIG OTTOIEG TTONITIKEG QVTIMETWTTIONS TNG OTaV QUTA

¢éotaoe.

Mia onuavTikr) KQUT) 0TV TTPOoTTaBela va EETTEPaOTEi N Kpion dnuociou XpEéoug
éNape xwpa 10 2012, 61av o1 afiwuatouxol Tng EKT, pe ™ Bondeia piag ceipdg
BECUIKWY KOl OIKOVOUIKWY METappUBUioewy, KaTdgepav va €AEyEouv Kal va
aTmmoTpEéWouv To PioKo TNG dIGAUONG TNG eupwlwvng. MapdAAnAa n Tpatredikh Evwon
oxedIAOTNKE WOTE va €evIOXUOElI TNV OIKOVOUIKA OTABEPOTNTA, TNV ETTEKTACH TWV

ayopwv Kal TNV EupwTTaikr e0wTEPIKN ayopd.

Eivar kaBoAkwg ammodektd, OTI n oTpatnyikn Twv EupwTtaiwv alwpatolxwy va
picouv 0Ao 1O BAPOG OTNV OIKOVOUIKA OTABEPOTNTA ATAV TTARPWGS dIKaloAoynuévn,
€10IK& Ta dUO TTPpWTA XPOvIia TG EupwTraikng kpiong, étav n aBeBaidTnTa OXETIKA PE
TNV OIKOVOMIKA OTaBEPOTNTA OKUPpWVE KABE TTpOOTTABEI0 avAKaUWNG TNG OIKOVOUIagG.
Maviwg civar gekdBapo 6T n Biwoiun avamTuén civar (wTIKAG onuaciag yia tnv

OIKOVOUIKA 0TaBepdTnTa KAl TN YeVIKA gunuepia. MNa 1o Adyo autd n dnuioupyia Twv
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OuvONKWY €KEIVWY TOOO YIO TNV OIKOVOMIKN avAakapyn, 000 Kal yio Tnv IoXupn
avamTuén, TPETTEl va eival oTaBepEG oTpaTNyIKEG TOOO Ot eTTiTedo Eupwtraikng

‘Evwong 600 Kal g€ €BVIKO eTTITTEDO.

2T0 OnpeEio autd TIBETAl TO €PWTNUA TTOIO €ival TO TTEPIBWPIO AOKNONG £BVIKWV
TTOMITIKWY OTO VEO TTAQICIO OIKOVOUIKAG €TToTrTeiag. H amdvinon dev eival €UKOAN,
Kabwg BpiokéuacTe o axaptoypdenta Udata. H kpion dev €xel evieAwg TTAPEADEI
Kal MEPOG TwV HETAppUBicEwv dev €xouv aKOUn €QapuooTEe. YTTApXeEl ATTAETOG
XWPOG YIO TNV €QAPHOYN €OVIKWV TIONITIKWY, OPKE QUTEG va gival TTPOCEXTIKG
OXeOIOOMEVEG KOl VO OTOXEUOUV GTNV OIKOVOWMIKA TTPOOTITIKI TWV KPATWV PeEAwyY. To
véo TIOAITIKO TTePIBAANOV eival ao@aAEéoTEPO, KABWCS o1 aduvapieg oTn dour NG
eupwlwvng éxouv oe PeydAo Babud diopBwbei, al& kal BETel véEC TTPOKAACEIG:
AnAwoeic Tou  éyivav  pe  KABe KaA BéAnon aAAG  oe  peydAo  Baduo
ATTPAYMOTOTTIOINTES, OTTWG N avAYKN YIA «AVATITUEIOKEG OOUIKEG UETAPPUBMICEIS» A
KOVATITUEIAKESG DNUOCIOVOUIKEG TTPOCAPHOYEGH TTPETTEI VA OTTOKTACOUV VEO vOnUa Kal

TTEPIEXOMEVO, KIVNTOTTOIWVTOG OAOUG TOUG DIaBETIOUG TTOPOUG KAl EPTTEIPIA.

ZXETIKA ME TIG EMQPUAAELEIC TTOU GUXVA OIATUTTWVOVTAI AVAPOPIKA HE TNV TTPOOTITIKNA
NG eupwlwvng n atmravrnon €ival atrAr: H evioxupévn XpnUOTOOIKOVOUIKE ETTOTTTEIQ,
oTa MEAN TNG eupwlwvng, Ta OCiyoupda HOKPOOIKOVOUIKG OToIXeEia, n éviovn Kal
Biwoiun €EwoTpé@eia Kal n TTPOOTITIK TG EowTepikAg Eupwtraikng Ayopdg pag
Oivouv Kd&Be AGyo va aic1000goUE YIa TIG TTPOOTITIKEG TNG eupwlwvng. QoTOCO gival
AKpwg amapaitnTa KATToIa  €TTITTAEOV  OTOIXEIO OTTWG N TTEPAITEPW  OIKOVOMIKN
ETTOTITEIR, N TIPOCAHAWON O€ Uyl BePeAIdN XOPOKTNPIOTIKA, VOMICUATIKEG Kal
OIKOVOUIKEG TTONITIKEG, €TTEVOUOH O€ QUOIKS Kal avBpwTTIvo KEQAAAIo aAAd TTavw aTr’

OAa KaIvoToia, EEWOTPEPEIQ, IDEEC KAl TTPOTACEIG ATTEVAVTI OTOV KOIVO OTOXO.
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1. Definition of the contagion during the Global Financial Crisis of 2007 —
2009

During the last two decades the problem with crisis spillovers turns to be a major
research topic for numerous scientists working in the field of economics and finance.
The word “contagion” appears for the first time in the empirical finance vocabulary
with the outbreak of the “Asian flu” and the “Russian virus” to name the occurrence of
severe and unexpected crisis spillover effects. Up to date a huge body of literature is
engaged with the study of this phenomenon, nevertheless, the necessity to further
develop and deepen this research strand is evidenced by the dense intensity of
financial bubble bursts observed during the last years. Yet, there is no doubt that the
2008 financial crisis is the most recent one commensurate in its severity with that of
the Great Depression. It did spread extremely rapidly all over the globe, hitting
financial markets and economic sectors worldwide, which has urged the search for
profound understanding of the spillover processes that took place. Even though a
considerable amount of literature is already available, still some aspects of the crisis
are barely studied. In particular, most of the papers are focused on the spillover
processes that took place, but little attention has been paid to the recovery phase of
the crisis even though this issue is of growing importance not only for investors but
also for policy-makers.

Apart from identification of the channels through which contagion propagate, the
development of adequate counter-cyclical policies requires awareness on the speed
by which markets synchronize with the crisis epicenter as well as understanding of
the factors that might slow or even hamper recovery. It is very important to examine
these issues for a number of European stock markets as they seem to be important
cornerstones for the subsequent recession observed in Europe. There is a distinction
between expected and unexpected spillover effects, as the former are subject to
modeling, while the latter are unpredictable. The speed of synchronization between a
sample of European and the US stock markets must be estimated so as to build up

expectations on the rate of recovery.

The importance of such a distinction comes from the fact that the unexpected
spillover effects are unpredictable therefore the task to design and implement proper
anti-crisis policies aggravates significantly. At the same time when the spillover
drivers are confined mainly to existing (fundamental) market dependencies, it might

be expected that the recovery in the epicenter market would foster the recovery in
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the other markets. It should be noted that the available literature suggests that the
2008 crisis’ spillover is due to both high level of financial integration and contagion.
On one hand, some recent studies provide strong evidence of contagion and reveal
its major channels, while other studies argue that the violent spread across countries

and economic sectors comes as a consequence of high financial integration.

A major finding is that the emerging economies recovered more strongly than
advanced ones, still heterogeneity is present with the emerging economies from
Eastern Europe and Central Asia performing worst. However, the question on the
differences across EU member states is still unexplored and its answer seems to be
of amplifying importance in light of the still on-going Eurozone crisis. While the
existing literature puts emphasis solely on the influence of negative shocks, it is very

important to investigate the propagation of both negative and positive shocks.

The economic intuition suggests that when two economies are well integrated
through trade, investment and financial relationships, a crisis occurrence in one of
them is likely to spread rapidly to the other. An exposure to financial globalization
may carry increased vulnerability to a financial crisis. Several recent papers are
supportive to this hypothesis, however, it is econometrically difficult to separate
contagion from globalization. This poses the question what is the difference between
globalization (integration) and contagion, and why it is important to distinguish

between them.

The most popular and widely applied definition of contagion is introduced by Forbes
and Rigobon (2002)

Def. 1. : A significant increase in cross-market linkages after a shock to one country
(or a group of countries). The paper points out that if two stock markets exhibit high
level of co-movement during calm periods, than the continued high correlation after a
shock to one of the markets suggests interdependence, while contagion is present

only in the case of a significant co-movement increase.

Def. 2. : The co-movement in excess of that implied by the factor model. It should be
noted that both of the definitions make use of the notion of co-movement. However,
the co-movement is not directly observable, it is rather an issue of measurement,
with the correlation coefficient being the most common and widely enhanced
measure. According to the first definition, the observed correlation increase indicates

presence of contagious effects, though, the drivers behind them are not clear. The
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causes might be sought in the existing trade and financial relationships. Alternatively,
there might be a presence of pure contagion, such as herd behavior, i.e. the case
when all traders choose the same action irrespective of the available information or a
“wake-up call” describing the state of investors reassessing the risk of countries other

than those where the crisis was originally restricted to.

Def. 2 allows to distinguish between two main drivers of a crisis spillover — these are
market fundamentals and pure contagion. While the effects due to existing
fundamentals are subject to modeling, the pure contagion is hard or even impossible

to predict.

Def. 3. Expected spillover effect: The increase in co-movement, which is predicted on

the basis of modeled fundamental dependencies.

Def. 3 implies that an unexpected spillover effect would be the increase in co-
movement, which could not be predicted on the basis of modeled fundamental
dependencies. A detailed discussion on the policy implications is provided in the last
subsection of the literature review. Here it suffice to note that any crisis might be
viewed as a negative shock to the studied system. Yet, we believe that the
propagation of both negative and positive shocks should be considered when
planning monetary and fiscal policies. Particularly, what matters for policy markers is

the rate of a shock absorption.

Def. 4. Rate of a shock absorption: The speed by which a shock to one market (or a
group of markets) propagates to another market. Similarly to the concept of co-
movement, the speed of propagation is not directly observable therefore we would

study the speed of stock market synchronization instead.

Contagion analysis has important implications for macroeconomic policy
development. We can outline four major decision areas that can benefit from

contagionand stock market integration studies:

1. Improving monetary and fiscal policy decisions. Monetary and fiscal policy
decisions are prone to become inefficient in case of problems in a large economy
that are spilled over financial markets and/or international trade. Therefore, policy
makers need to make sure contagion is accounted for not only when planning
particular policies but also when setting up long term goals. For example, countries

that are subject to quick absorption of problems and external shocks should aim for
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more conservative policy rules and make sure that discretionary policies pay as

much attention to foreign markets as to the development of domestic economy.

2. Improving our understanding of processes going inside large politico-economic
unions, like EU for example, which include member states suffering from different
economic problems. Contagion analysis offers a new point of view that is capable to
outline these differences and at the same time provide hints on policies and changes
needed to close the gaps. For example member states that belong to different
groups, would require different policies and eventually different rules regarding their

budget deficits, inflation rates and reserves.

3. Improving strategic trade decisions and analyzing long-term implications of
choosing international trade partners. With regard to strategic trade decisions,
spillover effects offer a different view on expected outcome of government
interventions as well as on the acceptance of new trade rules. Considering that
strategic trade theory itself is based on a foundation that assumes existence of

market inefficiencies, the contagion analysis can help quantify and locate them.

4. Improving our understanding of internationalization and regionalization in the
global economy. This is important when analyzing economic policies that are

implemented gradually and are expected to take time before actual results are seen.

2. Transmission of sovereign risk in the Euro crisis

In late 2009, with the global economy inching out of the Great Recession, the
sovereign debt crisis hit Europe with a remarkable pace and vigor. Fears of
sovereign insolvency initially developed in one peripheral country, Greece, but
quickly spread to other European countries, prompting policymakers to take bold

actions aimed at stopping contagion.

Sovereign risk may propagate across borders through multiple channels. In the
context of the Euro crisis, however, the public debate has repeatedly stressed the
role of financial linkages across countries, and, in particular, of cross-border bank
exposures as drivers of contagion. Following a common line of argument, a looming
Greek sovereign default would transmit more heavily to the banking systems of other
European countries, the more these latter are exposed to Greek sovereign debt. A

troubled foreign banking system, in turn, constitutes a liability to its sovereign through
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implicit guarantees and thus increases the respective sovereign risk. By similar
mechanisms, cross-border interbank lending can matter: as the Greek banking
system becomes stressed in a Greek sovereign debt crisis, foreign counterparties of
Greek banks are adversely affected, which again strains the financial health of the
respective foreign countries. While those and related channels have been frequently
debated, the importance of cross-border financial linkages for the transmission of
sovereign risk is contended and their exact role in the Euro crisis ultimately remains

an empirical issue.

There are indications that a 1% shock to Greek sovereign CDS premia is associated
with a 0.275% increase in the CDS premia of the average European country, which
suggests economically significant transmission rate. These spillover effects also
appear to be long-lived, leading to persistent increases in CDS premia in all

countries.

There are different types of financial linkages, such as exposure to public debt and
bank-to-bank lending. It is suggested that bilateral exposures to sovereign debt
constitute economically and statistically significant transmission channels.
Specifically, a reduction of sovereign debt exposures by one standard deviation is
associated with a decline of the response to Greek shocks by roughly 0.12 — which is

about 43% of the estimated rate of transmission.

On the contrary, there is no robust support for transmission through bank-to-bank

lending.

A different strand of the literature has focused on market sentiments and coordination
problems among investors to explain the onset of financial crises and their spreading.
Empirically, the decomposition between fundamental and non-fundamental contagion
poses some clear challenges, as the latter depends on factors that are not directly

observable (e.g., market expectations).

Finally, contagion may also occur if shocks in one country affect market expectations
regarding the terms of international policy cooperation. Applying this logic to the Euro
crisis, one could argue the news stemming from Greece informed investors about the
EU commitment to guarantee the debt of other countries in distress, and thus

contributed to propagate the crisis.
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The use of financial news to identify country-specific shocks becomes popular in the
recent literature and has in some cases been applied to the specific context of the

Euro crisis.

It is confirmed that shocks to sovereign solvency in one country should have the
strongest spillover effects on those countries that are directly exposed to the
country's government debt. The coefficient capturing the relation between trade
linkages and transmission remains statistically insignificant when the transmission of
sovereign risk across European countries is significantly related to the financial
exposures to Greek debt, and to Greek Public Debt in particular. At the same time,
however, a substantial amount of transmission or contagion remains unexplained,
especially to the crisis countries Spain and Portugal, which indicates that alternative

channels are at work at the same time.

Of course, the general vulnerability of an economy may be a key factor for the rate of
transmission of sovereign risk and, at the same time, influence the exposure to
Greek debt. Specifically, banks in vulnerable countries may respond stronger to news
shocks to Greece. If, at the same time, the banks in vulnerable crisis countries
engage in gambling-for-resurrection investment strategies or if these banks are more
reluctant to recognize losses on their Greek debt positions (and engage in creative

accounting), the estimates, may suffer an upward bias.

Some concerns may remain related to the possibility that the crisis countries are
fundamentally different from others in both dimensions, the rate of transmission and

the exposure to Greek debt.

A different potential concern is related to the perception and the interpretation of
Greek shocks in financialmarkets. In particular, if market participants perceive the
Greek news as shocks to global financial stability (not captured by the exogenous
variables), then a country's CDS response on the days of Greek events may depend
on its total foreign exposure, instead of the exposure to Greece. In this case, the
relation between risk transmission and financial exposure to Greece may be

spuriously affected by changes in the external exposure or simply to portfolio size.

There are also indirect financial linkages to Greece. In particular, if French banks are
strongly exposed to Greek public debt but Spanish banks are not, the Spanish banks
might nevertheless suffer from an increase in Greek sovereign risk due to indirect

exposure through the French banking system. This suggests that accounting for the
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entire network of cross-border financial linkages may be important to assess the role
of bank-to-bank lending for the transmission of risk. Nevertheless, the results confirm
that the transmission of Greek sovereign risk is affected by the exposure to Greek
Public Debt. Overall, these results indicate that the link between financial exposure

and risk spillovers is quite robust to different selections of Greek shocks.

3. Global transmission channels for international bank lending

The environment that characterizes a financial crisis is typically one of fear, turmoil,
and despair. For an international bank, these sentiments are experienced as
heightened uncertainty over the value of its asset holdings, fluctuations in access to
funding from interbank liquidity markets, and changes in its solvency due to balance
sheet considerations. These three channels - of uncertainty, liquidity, and solvency -
in turn affect the flow of credit provided by banks over the course a crisis. It is crucial
to illuminate the manner by which each of these channels, operating at the global
level, affected cross-border lending by developed-country banks to developing
countries during the run-up, onset, and immediate aftermath of the global financial
crisis of 2007-09.

Gaining a better understanding of how different bank credit channels function during
a financial crisis is important, because the appropriate mitigation measures deployed
by policymakers-whether before or after the fact-may differ according to the operative
channel. For example, if liquidity access is the binding constraint, then the domestic
central bank can relax its discount window, or engage in currency swap agreements
with foreign central banks, in order to provide the necessary liquidity and alleviate the
credit crunch. In contrast, if the problem is one of solvency, ex ante micro and macro-
prudential regulation may be more appropriate to limit the buildup of potentially
nonperforming assets in the first place. Indeed, the issue of liquidity versus solvency

is routinely discussed in the context of financial crisis management.

While the specific conditions that govern the contraction of credit by banks are
undoubtedly unique, understanding how these channels operate at the global level is
also important. A global liquidity shock can exert an independent and significant
impact on bank funding and lending activities, over and above bank-specific liquidity

contractions. Global perceptions regarding solvency also account for the bulk of
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variations in credit spreads for sovereign borrowing. And uncertainty at the global

level contributes as much as local sentiment to market returns.

Many findings suggest that during the crisis, bank liquidity problems and uncertainty
were the main channels by which the crisis affected cross-border lending from high
income to developing countries, and that the solvency channel was relatively
unimportant. Furthermore, the banks' sensitivity to these factors did not actually
change during the crisis; that is, the effect of the crisis on lending was essentially a
normal reaction to changes in interbank liquidity and economic uncertainty, and that
the outsized impact on lending was due to abnormally large shocks to liquidity and
uncertainty, rather than to any change in banks' sensitivity to funding availability or
risk. However, disaggregating lending into that by EU banks and that by U.S. banks
yields a more nuanced message, with European banks becoming increasingly
sensitive to market conditions during the most acute phase of the crisis, but this

effect being offset, at least in part, by behavior of U.S. banks.

One important strand of literature is work related to the impact that foreign bank
presence has on credit availability, especially in developing countries. Foreign bank
presence has been found to affect both overall and small business, lending in Latin
America and India. Across the developing world, the entry of foreign banks has had
measurable influence on credit access by domestic firms, although the evidence

favoring greater or lesser financing availability has been mixed.

Many findings are also related to the studies concerned with the role that foreign
banks play in domestic credit provision during times of financial stress. Foreign banks
were more successful than domestics in sustaining credit in some crises, compared
to others. Very often regarding on banks' internal financing markets, liquidity and
solvency are treated as bank-specific controls, rather than as channels of credit

contraction; they also entirely omit the uncertainty channel.

A final group of papers is concerned with liquidity management by international
banks, especially those based in the United States. One early study examined the
determinants of the allocation of banking assets, and found that existing economic
ties, level of development of the host economy, and domestic deposits were all
correlated with greater asset holdings. However, asset holdings are not equivalent to
liquidity exposures, and subsequent studies have attempted to make a more direct

connection to credit provision. For example, bank lending to emerging markets is
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found remarkably stable, and largely insulated from demand conditions in the host

economies.
Transmission channels in theory:

In the presence of credit frictions, awedge arises between the cost of funds raised
externally and the opportunity cost of internal funds; this is the so-called “external
finance premium.” One way that the premium affects bank lending is that it can shift
the available supply of banks' intermediated credit increases in the premium during a
financial crisis, for example, will reduce banks' ability to raise financing and hence
lower their amount of lending. We term this the liquidity channel for financial shocks.
There is evidence that the liquidity channel is an important conduit for monetary
policy in general; it appears to have been relevant for the recent financial crisis as

well.

Another way that the external finance premium affects bank lending is by weakening
balance sheets. In a crisis, credit rationing in the wholesale credit market leads to
increases in the external finance premium. A higher premium erodes banks' net
worth, and since international banks routinely operate in the global interbank market
as demanders of capital, their weakened balance sheets hinder their access to
wholesale funds, which in turn lead them to scale back on lending.We regard this
balance sheet effect as the solvency channel for the effect of financial shocks. The
importance of the solvency channel has been empirically verified for periods of tight

money, as well as, more specifically, in the context of financial crises.

Finally, with informational imperfections, interest rates on loans may no longer serve
as an efficient mechanism for the allocation of credit. Financial crises reduce banks'
expected profits from lending, since they capture a smaller fraction of total returns
when uncertainty is high. The reduced profitability and returns in turn increase the
reluctance of banks to lend. More generally, perceptions of the value of risky assets
on bank balance sheets may be endogenous to market conditions, which can
influence the supply of bank loans. This mechanism is defined as the uncertainty
channel for financial shock transmission. Taken together, these three channels can
impact a bank's credit provision when it is experiencing (or not) a financial crisis.
Empirically, uncertainty shocks have been shown to be crucial for understanding

bank lending it was also a factor conditioning contagion during financial crises.
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These three channels all appear to have been important in the 2007-09 financial
crisis. At the onset of the crisis, concerns about the ability of counterparties to make
good on unsecured loans disrupted interbank credit markets, which resulted in a
liquidity crunch, observed as sharp increases in the spread between the interbank
lending rate and the overnight index swap. Liquidity became even more scarce in the
aftermath of the Lehman collapse in September 2008, as banks faced widespread

difficulties in obtaining even basic rollover credit.

Concerns over bank solvency grew gradually as the crisis wore on. Spreads on credit
default swaps (CDS) for bank bonds began to widen considerably, suggesting
increasing concerns over (bank) credit impairment as a result of worsening balance
sheets. Interestingly, the volatility of asset returns -while undoubtedly heightened
during the initial crisis period- really only took off in the second phase of the crisis,

with the implied volatility of the S&P 500 jumping sharply in September 2008.

It is clear that controlling for the crisis period results in important differences. Funding
liquidity problems tend to be negatively associated with cross-border lending, but the
effect is partially offset during the crisis either by convexity in the negative

relationship or by contravening effects of unobservables.

The results from this specification also suggest that lending to developing countries is
affected by financial shocks primarily through the liquidity and uncertainty channels:
the coefficients for the liquidity and uncertainty channels are both negative and
statistically significant at the conventional levels. The solvency channel, in contrast to

these two, does not appear to be important.

Although the estimated coefficients on these two variables are admittedly small the
economic impact of these channels are actually nontrivial. In particular, since the
crisis saw these variables increase by several hundred percent, changes of this
magnitude were associated with economically significant reductions in cross-border

lending.

Credit contraction during a crisis may be due to changes in the volatility of banks'
asset holdings, their access to liquidity, and their balance sheets, all of which lead
them to withhold credit from borrowers. But the elasticity of credit provision to each of
these considerations may also be different during a crisis. For example, a bank may

be forced to limit its lending due to the greater difficulty that it faces in obtaining
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liquidity in primary markets (a level effect), but also due to a heightened sensitivity to

liquidity scarcity under crisis conditions (an elasticity effect).

The impact of liquidity problems and uncertainty on bank lending during the crisis
was due entirely to changes in these variables during the crisis, and not to changes
in sensitivity to these variables. In the case of the uncertainty measure, this result
sheds light on the question of whether risk aversion itself changed during the crisis,
or whether market participants, facing a shock to uncertainty and risk, took actions to
reduce their risk exposure; our results support the latter of these two competing

views.

Finally, the statistically-significant coefficients for the control variables are consistent
with a priori theory. Bank lending to developing countries is greater for larger
economies, and smaller for economies with higher inflation rates (perhaps due to
greater ex ante uncertainty of real returns on loans, or because inflation proxies for a
less favorable policy environment more broadly). There does not appear to be a
significant association of lending with growth, nor of demand for dollar-denominated

business loans in the United States.

4. Mutual funds flows and the geography of contagion

Over the last decade, a growing literature has documented the ability of financial
intermediaries to propagate shocks across borders. Along with banks, the fund
industry has attracted particular attention and is now recognized as an important
vehicle of financial contagion. In particular, recent empirical contributions have found
compelling evidence of “contagious” portfolio rebalancing at the fund level, with

adverse consequences for countries in the same portfolio.

Yet, little is known about the geography of contagion. Where does contagion actually
spread? So far, the existing literature has had little to say about this issue. Although
most studies present developing countries as the main victims of contagion through
funds, it is unclear which country is subject to it. In addition, recent evidence has
pointed to fire sales (or purchases) from funds propagating shocks across mature
markets, suggesting that such phenomena are in fact not restricted to emerging

markets.
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As a result, some important questions remain to be explored: How do micro patterns,
such as contagious portfolio rebalancing or fire sales/purchases at the fund level,
translate at the macro level? If contagion does exist, who is affected? What are the

countries that are most sensitive to contagion through funds?

First, we find that only a handful of countries happen to receive/lose funding in
isolation. Second, we find strong evidence of global contagion in both equity and
bond flows. Periods of high (low) financial stress and poor (good) macroeconomic
outlooks in advanced markets are being associated with equity and bond outflows

173

(inflows) at the world level. Although these global waves originate in developed
core” countries however, emerging markets’ funding is much more affected than
mature markets’ . Third, we find that the level of political risk, as well as the distance
between the location of the fund and the recipient country, are the best predictors of
contagion sensitivity. In other words, when facing a shock at home, investors tend to
cut (or increase) their exposure to risky countries to a greater extent. Our findings
suggest that distance and political risk act as the main risk criteria in the eyes of
investors and managers, thereby exposing fragile emerging countries to sudden

stops (or surges).

Previous variance decompositions have clearly highlighted the extent of co-
movement in mutual fund flows. To what extent are these co-movements likened to
contagion? and who is affected? On the one hand, the existence of an “emerging
market” region in the bond model implies that all emerging markets tend to lose (or
gain) funding at the same time, irrespective of their actual location or macroeconomic
environment. Such an emerging market dynamic is in line with the emergence of
emerging market bonds as an asset class per se, in which investors herd when in
search for yield and retrench from when conditions deteriorate. In addition, this
finding would rationalize the fact that spreads on emerging market bonds tend to
move in tandem over time, although no clear (bilateral) trade or financial connection

exists across these markets.

Second, we find that many countries are in fact subject to the “global contagion”
channel. Funding shocks at “home, i.e. where funds are domiciled, translate into fire

sales (and purchases) in countries within the same portfolio, in particular emerging
markets. As a result, shocks in core countries tend to be propagated to countries in

the periphery, thereby generating surges (stops) in emerging markets when
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conditions improve (deteriorate) at home. With the exception of a handful of
developed markets, fund flows are driven by shocks originating in the domicile of
funds, i.e. in advanced countries. Developing countries, in particular, are substantially

affected by these “push” effects coming from developed markets.

Country characteristics and global contagion sensitivity

Why are some countries more sensitive to global contagion than others? In other
words, what makes investors eager to enter (leave) a country when conditions
improve (deteriorate)? (i) Rule of law and investor protection; (ii) Political instability;
(iif) Transparency, Governance and Accountability at the corporate level; (iv) Sound

money; (v) Economic risk; (vi) Public Finance; and (vii) Distance.

We find that three criteria - political risk, trade openness and distance - are robust in
the equity specification, while only two - political risk and distance - are robust in the
bond specification. This finding suggests that investors facing shocks at home tend to
modify their exposure to a wide set of countries. However, they do all the more so in

“risky” countries. Our results suggest that the level of political risk and the distance
act as the main “risk criteria” in the eyes of fund managers. As a result, sudden

surges/stops tend to strike fragile countries, i.e. emerging markets with unstable

political systems and poor connection to the main financial centers.
Push vs pull factors in portfolio investments

A major question running through the capital flow literature is whether the forces that
drive capital flows are attributable to external “push” factors or to domestic “pull
” factors. Many findings clearly support the presence of strong push factors driving
portfolio investments at the global level. In particular, financial stress,
macroeconomic news and interest rates in advanced markets seem to be the main
source of “push” factors, inducing international investors to increase (or reduce)
exposure to foreign markets. However, we also find that structural “pull” factors

(such as political stability and distance) determine the exact direction and magnitude

of these waves of portfolio flows.

Taken together, these findings are well connected to other empirical contributions

that have emphasized the importance of mature market conditions - such as interest

rates, liquidity, risk levels or weak economic performance - in generating capital
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movements. On the other hand, they also seriously downplay the relevance of short-
term pull factors, such as purely domestic growth/productivity shocks, in driving
flows. Most countries turn out to be dominated by external conditions and only a

handful of countries economies - regional economic leaders or countries
experiencing a crisis - seem to be driven by idiosyncratic dynamics. In fact, our
findings appear more in line with the most recent case studies that find “little or no

role for domestic macroeconomic conditions” .

Given the importance of regional co-movement in capital flows, such a method tends
to interpret as an idiosyncratic dynamic what is in fact the result of regional co-
movement. Although these regional dynamics might reflect truly regional “pull”

factors (capturing strong regional macroeconomic dynamics, see for instance the
case of Western Europe in the equity model), others may simply reflect contagion
effects that do not reflect any commonality (e.g. emerging markets region in the bond
model). Although discussing and estimating the potential bias in existing studies far
beyond the scope of this paper, we stress that the omission of regional dynamics in
previous push vs pull factor decompositions probably overestimated the actual

impact of pull factors.

In conclusion there is strong evidence of global contagion: when financial conditions
in developed markets change, emerging markets’ funding is heavily affected. In
general, the results suggest that push effects from advanced market investors affect
massively developing countries and expose them to sudden stops and surges. The
patterns of contagion seem to reflect, to a certain extent, the structure of the financial
industry itself. For instance, the intensity of the global contagion might be a sign of
the growing importance of so-called global funds who invest both in advanced
economies and in emerging markets. In addition, the fact that regional dynamics fit
geographical regions in the equity model might be the result of the dominance of
regional funds in the equity market, whereas the dichotomy between advanced and
emerging markets in the bond model might reflect the dominance of funds with a
mandate to invest in either all emerging markets or all advanced economies (e.g.
high-yield vs low-yield bond funds). This suggests, in turn, that management rules
and portfolio restrictions probably shape the form of contagion. In that case,
monitoring the portfolio of major investors could help in predicting the way contagion

is likely to spread and designing appropriate policy responses.
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Second, it seems that the rise of the asset management industry is coming at a price,
including pro-cyclical lending, contagion and spillovers. Many findings support the
view that asset managers or funds may not always act as “deep-pocket” investors
at the global level. In particular mutual funds with a retail investor base do not seem

seem to play a stabilizing role, in particular buying assets at low prices in crisis times.

5. Global financial crisis and emerging stock market contagion

The 2007-2009 global financial crisis was a chain reaction of credit risk inherent in
engineered financial instruments, triggered by the liquidity shortfall in the United
States banking system. It was the combination of three financial products,
Residential Mortgage Backed Securities, Collateralized Debt Obligations, and Credit
Default Swaps, in addition to some other major products, that caused the sub-prime
mortgage crisis which later spread across global markets. Different from previous
financial crises, such as the 1997-1998 Asian crisis, the 1998 Russian crisis, the
1999 Brazilian crisis,the 2007-2009 global financial crisis originated from the largest
and most influential economy, the U.S. market, and had a contagion effect on all
economies around the world. It is well-documented that international stock markets
react, in terms of returns and volatility, quickly and simultaneously to major financial
crises. However, the timing and magnitude of changes in stock returns and volatility
differ across markets around the world. Therefore, the 2007-2009 global financial
crisis provide a unique opportunity for investigating the dynamic interrelationships
among global stock markets. Studies of the transmission of volatility shocks from one
market to another are essential in finance, as they have many implications for
international asset pricing, assessing investment and leverage decisions, and
portfolio allocation as well as policy makers to develop strategies to insulate

economies.

The general findings of these studies suggest that global stock markets’ volatilities
increase substantially during the crisis, which further implies that both stock markets’
volatilities and correlations move together over time. However, they did not expose
how and to what extent the 2007—2009 global financial crisis impacts the dynamic
adjustment of volatility and the persistence of these transmission effects. That is to
say, there are not confirmative findings about how a shock to one market influences

the dynamic adjustment of volatility to another market and the persistence of these
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transmission effects. In the meantime, one of the most important motivations for
considering the BRICS is that they are considered the growth engine of the world
economy and their stock market is a very promising area for regional and global
portfolio diversification. The impacts of the 2007-2009 global financial crisis on
conditional volatilities in the BRICSs’ stock markets may have significant implications

for domestic and international investors.

The U.S. and BRICSs’ stock markets are interrelated by their volatilities. These
interdependencies indicate that in explaining the changes in volatility in the BRICSs’
market, the part of the U.S. market cannot be ruled out a priori. Another
consequence is that taking into account those transmissions should improve the
accuracy of forecasts. Second, and with respect to the size and persistence of
volatility transmission among the U.S. and BRICSs’ stock markets, we find that one
historical event, i.e. the 2007-2009 global financial crisis, has positive and large
impacts on expected conditional variances, and only “large” shocks compared to the
current level of volatility will result in an increase in expected conditional volatilities.
Moreover, the size and the dynamics of the impact of shock are largely market
specific, which has been illustrated by the fact that the BRICSs’ stock markets with a
higher degree of exposure to the U.S., e.g. Brazil, tend to be more heavily impacted
by the 2007—2009 global financial crisis.

Finally, there is strong evidence in favour of increased amplitude of shocks in
recently years. This intensity of shocks mainly stems from the increased integration
of the U.S. and BRICSs’ stock markets documented in the recent era. Consequently,
had a shock similar to the one of the 2008 financial crisis occurred in the more recent
years, the impact of it on expected conditional variance would have been significantly
higher nowadays compared to the initial dates when the financial crises occurred.
Nevertheless, these findings suggest that international investors should be cautious
about simultaneously investing in market that exhibit contagion, since the
comovements of the U.S. and BRICSs’ stock markets in some degree will disappear

the portfolio benefits when are most wanted.

However, the different response of the BRICSs' stock markets to the 2007-2009
global financial crisis provides valuable opportunity for international investors to
benefit most from portfolio diversification. Similarly, and as we have focused on
financial crisis, new insights may be gained by investigating the impact of other types

of shocks on expected conditional volatility in the future. The impulse response
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analysis could also be applied to detect the impact of shocks on conditional
covariances and then correlations, which is particularly alive in the financial literature
and be of practical importance to financial practitioners in making optimal portfolio

allocation decisions.

6. An industry analysis of the European financial market dependence

The recent sovereign debt crisis has renewed the interest in European integration
and the Euro by policy makers, central bankers and researchers. Although concerns
about the future of the common European currency never completely ceased, the
crisis has caused an unprecedented challenge to the Euro and has called into
question the homogeneity of European countries on which the success of the
monetary union is built. Consequently, the crisis is not just a financial crisis but also a

crisis of confidence in the strength of the monetary union.

Previous studies that investigate European equity market dependence have focused
on the country level. However, many researchers suggest that factors at the industry
level are likely more important drivers of changes in equity market dependence,
particularly after the launch of the Euro.

Consequently, our empirical results for the impact of the introduction of the Euro
show that many industries of countries with larger capitalization exhibit a dependence
increase with their corresponding Euro-area markets. Specifically, most dependence
dynamics of the industries in France, Germany, Italy, the Netherlands and Spain
show a clear increase around the introduction of the Euro. Industries in Belgium and
Finland have also become significantly more pan-Euro, despite the fact that these
countries are relatively small. Furthermore, significant differences exist with regard to
the impact of the Euro on industrial sectors. In particular, the Financials, Industrials,
Consumer Goods, Utilities, Technology and Telecommunications industries show a
significant increase in dependence in most countries. The effects are particularly
strong statistically and economically for Financials, Utilities, Technology and
Telecommunications, which show a remarkable dependence increase with their
corresponding Euro-area indices in almost all countries. By contrast, there is no clear
increase for most of the industries in countries outside the Euro area such as

Denmark, Sweden, Norway, and the United Kingdom.
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With regard to the more recent episode, we observe higher equity market
dependence between European countries and industries around the collapse of
Lehman Brothers. Moreover, we find that the European sovereign debt crisis
substantially slowed the increase in equity market dependence for most industries.
The latter holds particularly true for industries in high-risk countries such as Greece,

suggesting that country-specific factors may matter more than before.

Specifically, the change of European market dependence depends mainly on an
industry’s export intensity and interest rate sensitivity, where higher export intensity
and interest rate sensitivity are associated with a stronger propensity to exhibit an
increase in dependence. In addition, an industry’s competitiveness and a country’s
financial development and economic openness are also (but less strongly) related to
the change in cross-market dependence. These results have important policy
implications since the identified determinants of dependence such as export intensity,
competitiveness or financial development can be affected by policy. To illustrate, the
current discussions between the European Union and the United States about the
Transatlantic Trade and Investment Partnership (TTIP) should affect the exports and
competitiveness of firms in the Euro area and thus the level of dependence or

integration.

These new findings with regard to the impact of the Euro on financial market
dependence in Europe in general and on different industries in particular complement
prior studies on macroeconomic determinants of financial market dependence /

integration.
European equity market dependence

The introduction of the Euro as a common currency was a project drawn up by the
leaders of the EU to advance the goal of a closer union among European countries. It
was identified by the Delors Report as a further step toward the creation of a single
European market in order to create price stability, reduce costs of business, and
promote economic performance by reducing barriers to the flow of labor, goods,
services, and, particularly, capital across national borders. The ultimate goal of this
process is the creation of one single European economy, where resource allocation
across national borders is as easily done as in any other national economy of
comparable size (e.g., the U.S. economy), with concomitant benefits in terms of more

efficient allocation of resources and risk sharing. As recommended by the Delors
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Report submitted in 1989 and adopted by the leaders of the EU member states, a
multistage process started in 1990, leading to the adoption of the Euro as common
currency. The first group of countries to join the Euro was announced in January

1998, and the common currency was introduced in January 1999.

Since its introduction, the Euro has had significant economic effects along many
different dimensions. With regard to the real sector, the Euro has been attributed to
the promotion of competition, trade, capital investment, and the alignment of the
national Euro-area business cycles. These effects suggest higher levels of economic
integration than prior to the Euro, which has also led to increased cross-border

mergers and acquisitions.

In particular, the introduction of the Euro has caused yield curves to converge within
the Euro area. As a result, capital market financing has become more important due
to the convergence of nationally segregated financial markets towards the standards
of the most sophisticated, liquid markets. The overall effect has been a reduction in
the cost of capital within the Euro area, which is typically interpreted as a sign of
increasing capital market integration and which has been attributed to general
reductions in the exposure to exchange rate and market risk. This has led to
increased cross-border investment flows within European financial markets and the
reorganization of hitherto country-based portfolios toward industrial sectors by

institutional investors.

7. The case of sovereign debt of stressed euro-area countries

Unraveling the Ariadne’s thread of the euro area debt crisis and its far reaching
implications is by no means an easy task. During the crisis several euro area
countries were put under financial stress and under enormous pressure to finance
their debt, while other countries, as a result of investors’ flight to safety, were faced
with unprecedented low debt-servicing cost. By December 2009, when it became
clear that Greece was significantly constrained from accessing the sovereign debt
markets, and especially after May 2010 when Greece received financial assistance
from euro area countries and the IMF, concerns about debt financing spread to the
rest of fiscally vulnerable southern euro area countries and Ireland. Subsequently,
sovereign bond spreads and Credit Default Swaps (CDSs) of stressed euro area

countries increased dramatically during the crisis, exhibiting also elevated volatility.

lwavvng ENVTapomTouvAog 2016 Page 39



Athens MBA; “Contagion effects in the government bond
markets. Evidence from the EMU 2.0 crisis”

It is essential to build on the notion of market frictions and thereby on ‘basis’ to reveal
market preferences with respect to sovereign debt markets in the euro area. In
particular, we must test whether market preferences are symmetric and thereby
market participants attach equal weight to both positive ‘basis’ and negative ‘basis’.
In case that deviations from symmetry would be observed that would indicate that
market underlying preference leaning towards a ‘basis’ with certain sign and thereby

leaning towards a specific trading strategy.

Overall, our empirical evidence shows that market preferences shift towards
pessimism, notably for Greece post the first bail out programme in spring 2010.
Such breaks could be caused by unexpected events, but also policy interventions to
address the crisis, which could alter the shape of the loss function, and thereby
market preferences. We also examine the impact of fiscal and financial factors on
market preferences. The evidence finds that fiscal fundamentals such as outstanding
debt ratio, but also fiscal governance such as fiscal rules, drive market preferences.
In addition, corporate credit risk affects market preferences over sovereign debt in
the short run.

In spring 2007 there was hardly any evidence of the subsequent turbulence in
sovereign bond markets in the euro-area. At the time, the yields of sovereign bonds
across euro area Member States appeared to be converging. In fact, in July 2007 the
yield of the 10-year German sovereign bond was somewhat lower than the Irish
equivalent. However, this situation changed dramatically with the advent of the global
financial crisis. As investors fled to safety, German bonds became more appealing to
them than bonds of fiscally exposed economies within the euro area. As a result
these countries faced the reality of rising borrowing costs. By December 2009 it
became clear that Greece was significantly constrained from accessing the markets
in order to finance its sovereign debt. The Greek sovereign bonds spread over five
years maturity reached 215 basis points above the swap rate at the end of December
2009. The equivalent spread for Ireland was about 45 basis points and 28 basis
points for Portugal. In spring 2010, Greece requested financial assistance from the
EU and the IMF as spreads and CDS reached record high levels and borrowing from
the market was hardly possible. Greek spreads continued to rise despite financial
assistance was provided, reaching 1100 basis points in March 2011, whilst contagion
effects to Irish and Portuguese spreads meant that their sovereign spreads hiked to
772 basis points and 636 basis points respectively. Regarding the borrowing cost of

Spain and Italy the situation deteriorated in 2011 as the contagion from the Greek
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sovereign debt crisis also affected them. The first financial assistance programme to

Greece was designed to contain the crisis.

But, the programme proved to be rather insufficient to deal with the chronic rigidities
and anachronistic structures of the Greek economy that had led to the crisis. As a
result, the Greek spread reached values close 6000 basis points in the first quarter of
2012 prior to the Private Sector Involvement (PSI). In spring 2012, an unprecedented
haircut to private investors in Greek sovereign bonds took place of the value of 100

billion euros.

As in the case of spreads, CDS for the euro area countries in the periphery follows
similar trends, though they reached values above spreads in the pick of the
sovereign debt crisis in the euro area, prior to the Greek PSI. It is interesting to note
that prior to the euro area sovereign debt crisis sovereign CDS had been rather
neglected. Alas, the surge in Greek CDS in 2010 enhanced the importance of
sovereign CDS market for the euro area. A plethora of factors that contribute towards
high CDS have ben put forward. Declining risk appetite, falling market liquidity, short-
term expectations, imminent increases in sovereign bond issuance, and credit rating
downgrades, that is migration risk, all raise CDS. Economic catastrophe risk might be

the main underlying drive of high CDS.

However, the challenge is to quantify such animal spirits, to quantify market
behaviour. It is most crucial to posses a way of revealing sovereign market
preferences in the euro area, and thus a way of decoding market behaviour and fit a
loss function based on the ‘basis’ to reveal market preferences over the debt of euro
area countries under stress. The reported evidence shows that the market remained
rather pessimistic, despite the bail out of Greece in spring 2010 and the Portuguese
and Irish bail out thereafter, over prospects of effectively dealing with the euro area
debt crisis. In fact, all evidence shows that the sovereign debt market shifted
preferences to higher levels of pessimism over time, and in particular for periods post
Greek and Portuguese bail out, whilst outstanding debt and fiscal governance played
a key role in affecting those preferences. The observed asymmetries in the market’s
loss function reveal that this pessimism is warranted as a sequence of bail out
programmes by EU, ECB and IMF has clearly failed to reassure the market that the

euro area debt crisis is over.
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Instead, policy interventions that aim at reducing the outstanding debt and
strengthening fiscal rules as a way to raise market’'s optimism regarding the ongoing
euro-area debt crisis should be supported. Essentially, revealing market preferences
in the aftermath of a policy intervention would act as an early warning mechanism of
assessing the effectiveness, and thus credibility, of such intervention. In the case that
the revealed market preferences indicate that the effectiveness of such intervention
is questionable, this would assert peer pressure that would enhance efforts towards

fiscal consolidation and sustainability in a timely manner.

8. Evidence from the Greek sovereign bonds market

Since the inception of the common currency, European Monetary Union (EMU)
countries have experienced a convergence of their long-term interest rates. The
establishment of the EMU created expectations among peripheral countries (such as
Greece, Portugal, and Ireland) for sustainable economic growth due to the political
and financial stability that the EMU introduced. The single currency implied a
common monetary policy with very low interest rates set by the European Central
Bank (ECB) that would be based initially on low German inflation rates. Thus, the
countries with high inflation rates at that time (Greece, Portugal, and others) gained
credibility from this. However, this loose monetary policy prevented the inflation rates
of these countries from converging with the EU average inflation rate over time. This
situation created problems such as a lack of competitiveness and the deterioration of

their fiscal balances.

In 2007, after the bursting of the subprime mortgage bubble, the world long-term
interest rates increased. As some authors claim, the fundamental macroeconomics of
each country were the primary reason for this increase. On the other hand, many
authors argue that the increased volatility of the European government bond yields
was a result of a contagious effect from the Greek crisis. This was hypothesized
because Greece was the first country that claimed financial support from the EU and
the IMF, in May 2010. Greece’s twin deficits, macroeconomic imbalance, and its
unsustainable debt path were the main concerns of the international financial

community due to a possible contagion to other European countries.

The results of all the methods considered do not confirm the hypothesis of

contagious effects stemming from the 10-year Greek bond to the periphery or the
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core European countries. On the contrary, it is evident that there is a decoupling in
the correlation dynamics between the yields of the PlIGs (Portugal, Ireland, Italy,
Greece, and Spain) and the yields of the core eurozone. This result is in line with
previous findings of the bond determinants literature that, for the first time since the
inception of the euro currency, market practitioners began to pay attention to the
macro fundamentals of each country and separately evaluate each EU country’s
sovereign debt market. The debate over the existence or not of contagion effects
from Greece could be augmented by examining any possible spread of the Greek
crisis to the newly evolving shadow banking system, which would include securitized
bonds repurchase agreements.

9. The double hazard of underinvestment and unemployment in the Euro

area

A worrisome characteristic of the euro area is the massive fall in overall investment
activity. Gross fixed capital formation in the core euro area is nearly 20% below the
share in GDP it had in 2007, the year before the global financial crisis erupted. In
contrast, investment activity in other economies such as the US, Japan or the non-
Euro Nordic countries has been steadily recovering since 2010. The fact that
investment activity as a share of GDP is declining while the latter remained sluggish
after the crisis implies that the reduction of capital investment in volume terms is
even more pronounced in the euro area relative to the other economies. Moreover,
the fact that investment in Germany is approaching its pre-crisis intensity means that

the rest of the euro area economies suffer an even larger toll.

However alarming such developments might have sounded elsewhere, they failed to
grasp the attention of European policy makers. Too preoccupied with stemming off
the debt crisis as they were, European authorities insisted on the priority of fiscal
rehabilitation across member states as a condition for the return of growth in the
monetary union. But despite the fiscal progress achieved by the debt-stricken
economies and the unprecedented monetary ease offered by the European Central
Bank (ECB), the signs of recovery remained dim and this —at long last— led to a focus

on the issue of underinvestment in the euro area.

Many researchers acknowledge that investment activity in the euro area was lagging

far behind other advanced economies even before the financial crisis. For the euro
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area to have stayed at a par with other advanced economies, they estimate that that
it should have invested more than €7. 5 frillion over the period 1999-2007. As a
matter of fact, the gap not only didn’t close but has since been further widened. The
collapse of investment activity is found to be more worrisome in the debtstressed
countries of the euro area periphery as a result of falling demand and front-loaded
fiscal consolidation. Additionally, social tensions generated by the austerity programs
create a multitude of political and economic uncertainties that hinder potential

investment plans..

At the same time, an unprecedented rise in unemployment is ravaging the euro area.
In comparison with the same group of countries as before, the euro area is found to
be the only large economy, where unemployment has thus far exceeded the pre-
crisis level by more than half, remains double-digit and is still rising. Again, the fact
that unemployment is being reduced in Germany implies a much bleaker situation for

the rest of the euro area members.

By juxtaposing developments in unemployment and net fixed capital formation over
the period 1991-2014, an impressive mirror pattern emerges. A strong negative
correlation between unemployment and total investment is established and the same
holds for its components of the private sector or the General Government. This
suggests that a deeper link might exist between the twin malaises in the euro area

and is worth further investigation.

The issue is not a novel one and the relationship between capital investment and
equilibrium unemployment has been extensively debated in the literature over the
last two decades. Equilibrium unemployment is increasing with union power and
unemployment benefits, decreasing with product market competition, but remains
totally unaffected by changes in the capital-labour ratio. The implication was that
capital-inducing policies are ineffective in addressing high levels of unemployment,
and it is only the implementation of labour market reforms that could bring it down in
the long run. Both the assumptions and the neutrality thesis were subsequently
challenged by several empirical and theoretical studies that continue to the present

day.

The interactions between investment and unemployment became the subject of
controversy in the US as well. Taylor (2011) produced a striking negative correlation

between the two and suggested that “[e]ncouraging the creation and expansion of
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businesses should be the focus on government efforts to reduce unemployment.” In
contrast, Krugman (2014) argued that the finding is an artifact brought about by the
bust in residential investment after the global crisis and asserted that causation more

likely runs from unemployment to capital formation rather than the other way around.

Quite often, the debate was laden with theoretical or even ideological interpretations.
Thus, the real issue is to investigate whether and to which extent unemployment can

be influenced by investment activity.

Equilibrium unemployment is affected by capital investment as long as the elasticity
of substitution between capital and labour is not too low. In the euro area it is shown
that wage shares have not remained constant over the last two decades, thus the
investment impact on unemployment is expected to be strong. A cross-country
estimate of unemployment equations finds the investment effect to be correctly
signed and statistically significant, in contrast to the weak effect that labour market
reforms seem to play in promoting employment. The estimates can be used to
calculate the investment gap in the euro area and determine how much of a new

initiative on private and public investment is needed to restore employment.

Future research will differentiate between private and public investment and examine
the optimal capital accumulation paths in the presence of fiscal constraints in each
particular country. On the econometric side, the use of other economic variables
(e.g., interest rates, money supply, etc) as alternative instruments is going to be
examined as long as they qualify as exogenous to the model. Alternative estimation
methods that bypass the use of instrumental variables, such as (conditional)
Maximum Likelihood may also be employed after an explicit parameterization of the

endogenous relationships in the model.

10. Reflections of corruption and tax evasion on the Greek tragedy

Corruption and the misuse of government revenue often provide the moral
justification for tax evasion. Indeed, corruption and tax evasion are often highly
persistent and correlated. For example, there seems to be little disagreement to the
claim that the current Greek economic tragedy is a play that involves both of these

issues.
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Political corruption, evidenced by a series of scandals, together with massive tax
evasion and low quality of public services have been the case in Greece for at least
the last three decades. This extensive corruption has resulted in a decline in social
capital, a mutual distrust between citizens and the government and a social
legitimization of tax evasion and bribery. We aim to focus on the role of norms in
fostering corruption and tax evasion and argue that various manifestations of
corruption may coexist and reinforce each other. The corrupt behavior of one group
may become a strategic complement for another. In such a context, whenever agents
expect other agents to be corrupt, they always find it optimal to be corrupt as well. An
example of such a vicious circle is that of widespread political corruption and high tax
evasion. We can say that there is a model economy that comprises two distinct
groups of agents: private citizens and politicians. Citizens decide how much of their
income to report to the tax authorities, taking into account the exogenously given
probability of inspection and the size of the delinquent tax penalty. A certain fraction
of tax revenue is supposed to be spent for the provision of a public good. Politicians,
on the other hand, have the opportunity to peculate a certain fraction of the public
funds that are earmarked for the public good. Crucially, each agent cares not only

about her own consumption, but also about the quantity/quality of the public good.

In such a context, strategic complementarities may arise, leading to multiple self-
fulfilling equilibria: a .good.(.bad.) equilibrium with low (high) corruption, low (high)
percentage of tax evasion and a high (low) share of output spent on the public good.
The existence of multiple equilibria can help us understand why countries with similar
background are characterized by different levels of corruption and tax evasion. It can
also provide some insights as to why these two phenomena are so difficult to

eradicate.

We show that in the presence of multiple equilibria driven by strategic
complementarities in corrupt activities, standard policies, such as fines, are not fully
effective. The reason is that whereas standard deterrence policies may increase the
cost of tax evasion and corruption, they are unsuccessful in eliminating the strategic

complementarity between groups.

We then assume social stigma costs associated with being involved in corrupt
activities, i.e., individuals who commit unlawful actions and get caught are
stigmatized by society. If this social cost is sufficiently high, then the multiplicity of

equilibria is eliminated and the economy converges to a unique equilibrium. The
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intuition behind the success of social stigma in eliminating the multiplicity of equilibria

lies in that it effectively addresses the strategic complementarity aspect of corruption.

Existing evidence suggests that there is a positive correlation between corruption and
tax evasion. The two of them often coexist and reinforce each other. Moreover, there
seems to be a negative correlation between these two phenomena and spending on

publicly provided goods, such as education and health.

Policies that raise the social cost of participation in corrupt activities are most
important. These policies are particularly useful in the presence of multiple equilibria
as an equilibrium selection mechanism, since they can put an end to strategic

complementarity in corrupt activities.

Another strand of the related literature has highlighted the fact that countries with
similar fiscal systems and deterrence policies often exhibit different levels of
compliance. To explain such differences, researchers have introduced some form of

moral costs related to tax evasion.

Among the main conclusions of the literature are that, first, non-evading individuals
are the ones that view tax evasion as immoral; and, second, individuals who have
friends that evade taxes tend to evade more themselves. In addition, the literature
finds that, in societies with a stronger feeling of social cohesion, tax compliance is

higher, as well as that social norms are a crucial determinant of tax evasion.

Whether a policy will be successfully implemented or not depends on many factors
that cannot be easily accounted for in a model, not even for standard policies such as
fines and auditing probabilities. We assume that if an agent is audited and exposed
as an evader (embezzler) she (he) suffers from an internal moral cost. Interestingly,
we found that, in the presence of a sufficiently high cost, we can eliminate the
multiplicity of equilibria. Strategic substitutability implies that it is too costly for agents

to follow the other agents strategies.

What are the policies that a government can adopt in order to increase the moral
costs associated with being involved in corrupt activities? A wide range of
governmental-induced policies can contribute to a change in the culture of paying
taxes. Some of these policies include: the instrumental use of the mass media in
order to highlight the ethical aspects of tax compliance and at the same time to

increase peer pressure on tax evaders (e.g., publicizing individual tax returns or
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pronounced cases of tax evasion); abolishing policies that signal that non-compliance
is socially acceptable, such as tax amnesties; highlighting the direct link between tax
compliance, tax revenue and the public services associated with it; the instrumental
use of a number of organizations in the fight against corruption so as to further
reinforce compliance as the ethical pattern of behavior; and addressing perceived

inequities in the way people feel they are treated.

Several of these measures have been adopted in a large number of countries. No-
table examples are Sweden, Norway and Finland, where individual income tax filings
are publicly available. In California, the names of the top 500 delinquent taxpayers
are published on the internet annually. Also, the U.S. Attorneys office in the district
where a case is prosecuted normally issues a press release when a tax evader is

indicted, once he or she is convicted, and again when the evader is sentenced.

In New Zealand, the Commissioner of Inland Revenue regularly releases the Tax
Evaders Gazette, which lists those taxpayers, individuals and companies, who have
been prosecuted or had penal tax or shortfall penalties imposed for evading their tax

obligations. Several other countries follow similar practices.

In India, a tax collection campaign took place in 1997, which was highly successful
and brought a substantial increase in revenue, mostly because the state had hired

two marketing companies that used moral suasion to increase tax compliance.

A web site was later created that received almost 22,500 reports between the years
2010 and 2012. This policy contributed not only to an increase in arrests and
convictions, but also to a public reward for honest officials. Also, in the Philippines,
approximately 1 million scouts were recruited and worked with the government in

order to conduct inspections throughout the country.

Finally, an extensive campaign for the creation of a tax compliance culture took place
in Israel during the period 1938-1960. Before 1948, Palestine was under British
mandate. While compliance with British tax law was low and tax evasion was
encouraged, the Jewish community of Palestine had established a series of voluntary
taxes, designed to finance mainly military operations. Among the means used to
induce compliance with the community taxes were special movies, slogans, posters,

public conferences, lectures, etc.
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Overall, the purpose of actions such as those mentioned above is to increase the
moral cost, via the use of peer pressure, and eventually to inculcate a culture of tax
compliance. Of course, reinforcing tax morale, through such measures, needs time to
yield results. Yet, not only can it have long-lasting effects, but it can also increase the

effectiveness of standard enforcement policies.

Motivated by the ongoing Greek economic tragedy, which we partly view as the
outcome of strategic complementarities in corrupt actions among different societal
groups, we analyzed the issues of political corruption and tax evasion in the context
of a simple economy with a publicly provided good. We showed that strategic
complementarities may arise among agents, which lead to the existence of two
stable equilibria. One of these equilibria is characterized by high rates of corruption
and tax evasion and a low level of the public good, while the other equilibrium

exhibits low rates of corruption and tax evasion and a high level of the public good.

We must point out the effectiveness of different policies in reducing the rates of
evasion/embezzlement as well as their ability to eliminate the multiplicity and resolve
a possible coordination failure. To this extent, we showed first that standard
deterrence policies, i.e., changes in the probabilities of being caught or in the penalty
rates, can reduce the rates of evasion/embezzlement, but cannot eliminate the
multiplicity of equilibria. Of course, this result is also consistent with a variety of
similar approaches that go beyond enforcement to incorporate trust and other similar
notions, e.g., intrinsic motivation, tax morale, slippery slope, deference versus
defiance, etc. We used the concept of stigma to illustrate our point that the
establishment of strong moral values can be a crucial supplement to deterrence
policies. In other words, we do not question the importance of fines imposed on tax
evaders and corrupt politicians. After all, if a person otherwise inclined to evade
taxes, or to embezzle public funds has internalized the social stigma, his behavior will
respond in usual ways to changes in fines, i.e., he or she will evade or embezzle less

when fines increase.

There is first a correlation between attitudes towards tax evasion and perceived
political corruption and second a causal effect from perceived political corruption to

tax evasion.

Finally, individuals are more likely to respond either to enforcement or to tax services

if they believe that the tax administration is honest; that is, if trust in the authorities
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can have a positive impact on compliance. Nevertheless, we think that in practice the
establishment of such a trust in societies with a high level of corruption is extremely
difficult. Hence, these results can explain the persistence of corruption and tax
evasion and the difficulty that often honest leaders face when trying to eradicate

them.

11. An analytic overview of the crisis in the Euro area

The year 2009 was the tenth anniversary of the creation of the euro. Throughout the
year, academic conferences were held to celebrate what at that time was widely
considered to be the success of the boldest attempt ever by diverse sovereign states
to reap the efficiency gains of a single currency. Despite the earlier misgivings of
some economists about the feasibility of a common currency in Europe, by 2009
evidence of the euro’s success was plentiful. The euro had created a low-inflation,
low-interest-rate environment (even for formerly high-inflation countries) conducive to
sustainable growth. It had fostered trade integration and the integration of financial
(and, to some extent, labor and commodity) markets among the members of the euro
area. The number of participating countries had risen from eleven in 1999 to sixteen
in 2009. Notwithstanding the eruption of the global financial crisis in August 2007 and
its intensification in September 2008 with the collapse of Lehman Brothers, the euro
area had been relatively unscathed by the effects of that crisis. To mark the euro’s
tenth anniversary, at the end of 2009 the European Commission published a study
that sought to explain the reasons the skeptics of the single currency could have

been so misled in their assessment of the euro’s feasibility.

Yet, amidst the celebrations in 2009, in Greece a shock was unfolding that, by the
end of the year, would materialize into a full-blown financial crisis. During the ensuing
years, the euro crisis broadened and deepened, threatening the sustainability of
Europe’s common currency. What had started as a sovereign-debt crisis in Greece
spilled over to that country’s banking system, creating twin crises. In other euro-area
countries, including Ireland, Spain and Cyprus, the crises originated in the banking
systems and spilled over to the sovereign debt. While at the time of this writing
(August 2013) the euro-area crisis is by no means over (although it has subsided
considerably), the events of the past four years provide the opportunity to take stock

of what went wrong and what can be done to prevent future crises in the euro area.
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In order to gain a better understanding of the issues involved, on May 23-24, 2013
the Bank of Greece held a conference on “The Crisis in the Euro Area.” The papers
presented at the conference examined two main sets of issues. One group of papers,
adopting a union-wide perspective, assessed the aspects of the euro area’s
institutional architecture that, with the benefit of hindsight, may have contributed to
the crisis, and the policy responses to the crisis at the union level. A second group of
papers focused on developments in three crisis countries -- Greece, Ireland, and
Portugal. This issue of the Journal of Macroeconomics is comprised of the papers
presented at the Bank of Greece conference and the discussions of those papers at
the conference.

The adjustment mechanism

An underlying feature of the euro-area countries that have been hit by crises is that
they experienced large and growing current-account deficits in the years leading up
to the crises. At the time of the inception of the euro area, a prevailing view was that
current-account imbalances among participating countries should not be a major
concern in a monetary union. Underlying this view is the idea that intertemporal utility
maximization helps ensure that diverging current-account positions are the natural
consequence of a convergence process among countries with different levels of
economic development. In the presence of integrated markets, countries with
relatively-low per capita income, such as Greece, Ireland, Portugal and Spain, should
attract capital inflows because of high productivity growth and relatively-high rates of
return. As long as (i) the investment financed by the capital inflows provides a rate of
return that exceeds the cost of borrowing (so that the accumulated foreign liabilities
can be repaid) and (ii) any increased consumption associated with the imbalance is
temporary and desirable for purposes of intertemporal consumption smoothing,
current-account deficits in a monetary union (according to this view) are nothing to

worry about.
Outbreak of the Greek crisis

Greece’s current-account deficit swelled from 11.5 per cent of GDP in 2001 (the year
in which Greece joined the euro area) to 18 per cent in 2008. Under a well-
functioning fixed-exchange-rate regime (and in the absence of a fiscal-transfer
mechanism), such large and sustained external deficits are not expected to occur.

For example, under the classical gold standard of the late-19th and early 20th
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centuries, countries that experienced current-account deficits would typically
experience gold outflows, and, with money and credit growth tied to gold, lower
money and credit growth. The lower money and credit growth would cause prices
and wages to fall (or would lead to reductions in the growth rates of prices and
wages), helping to restore competitiveness, thus eliminating the external deficits.
Conversely, countries with current-account surpluses would typically experience
inflows of gold, which led to rises in money and credit growth, pushing up prices. The
appreciation of the real exchange rate would help eliminate the current-account

surpluses.

Greece’s experience during the period 2001-2009 demonstrates what happens when
a fixed-exchange-rate regime does not work satisfactorily. Although the country’s
large current-account deficits signaled a competitiveness problem, capital continued
to flow into the country until 2008-2009, pushing up money and credit growth, which,
in turn, increased inflation and caused competitiveness to deteriorate further. During
the period 2001-2009, annual money growth averaged 8.8 per cent in Greece; credit
growth to the private sector rose by 16.7 per cent a year. During that period,
Greece’s current-account deficit averaged 13.4 per cent a year. In contrast, for
Germany, which had an average current-account surplus of 4.4 per cent during the
period 2001-2009, M3 growth averaged 5.7 per year, and credit growth to the private
sector averaged 2.7 per cent a year. The relative flows of money and credit led to a
15 per cent appreciation of Greece’s real exchange rate (in terms of consumer
prices) relative to that of Germany. Since Greece and Germany shared a common
currency, the appreciation of Greece’s real exchange rate relative to that of Germany

was entirely due to movements in relative prices.

The rise in Greek inflation caused the real interest rate to fall, leading to more
borrowing. Increased government borrowing led to deterioration in competitiveness
through two main channels. First, to the extent that Greek producers provide
differentiated tradable goods -- for example, Greek islands are not perfect substitutes
for non-Greek tourist destinations -- the producers face a negatively-sloped demand
curve (since they produce a differentiated good). In this situation, a rise in prices
leads to a reduction in the quantity demanded of tradeable goods (that is, a
movement along the demand curve rather than a shift in the demand curve) -- Greek
products lose competitiveness. Second, as the government borrowed (and spent)
more, it pushed up the prices of non-traded goods relative to traded goods. Wages in

the non-traded-goods sector rose relative to wages in the traded-goods sector. The
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former increases, in turn, spilled over to the traded-goods sector, creating a “Dutch-
disease” effect under which the increase in costs in some sectors spills over into
other sectors. To the extent that the prices in those other sectors could not absorb
the increase in costs, because, for example, prices could not be increased due to
international competition and/or productivity growth was insufficient to offset the rise

in costs, there was a loss of international competitiveness.

Correspondingly, the current-account deficits led to a build-up of (mainly) government
debt. The stock of Greek government debt essentially doubled between 2001 and
2009, rising from € 151.9 billion to € 299.7 billion; during the same period, the share
of Greek sovereign debt held by non-residents jumped from 43.4 per cent to 78.7 per
cent. In 2009 the markets recognized that Greece's debt dynamics were not
sustainable; there was a sudden stop of capital inflows and the Greek sovereign

crisis was underway.

The adjustment process did not operate in the euro zone because for many years
investors did not draw a distinction between the sovereign debt of the core countries
and the sovereign debt of the peripheral countries, such as Greece. Instead, in the
years preceding the outbreak of the Greek sovereign-debt crisis, investors pushed
interest rates on Greek (and other) sovereigns down to near German sovereign
levels . Prior to 2008-2009, the markets failed to incorporate Greece’s deteriorating
fundamentals into the price of Greek sovereigns. Consequently, there was no
mechanism to adjust money and credit growth, and Greece and other countries were
able to run large, current-account and fiscal deficits on a sustained basis without

taking remedial policy measures.
North versus South

A similar conclusion emerges in a comparison of the current-account positions of
euro-area crisis countries as a group with (selected) euro-area northern countries as

a group.

First, in monetary unions comprised of sovereign states that have not mutualized a

guarantee on public debt, current-account deficits matter.

Second, a well-functioning monetary union requires a well-functioning adjustment
mechanism. To ensure that the adjustment mechanism is effective, the institutional

design of the union needs to include mechanisms mandating that participants will
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take measures that eliminate the external imbalances. In this connection, a new
Macroeconomic Imbalance Procedure (MIP) was put in place in December 2011 with
the aim of preventing and correcting macroeconomic and competitiveness
imbalances among all EU countries. The MIP seeks to identify potential risks of
imbalances early on so as to prevent the emergence of unsustainable imbalances
and correct imbalances already in place. To do so, the MIP relies on a graduated
approach that reflects the gravity of imbalances. Sustained imbalances can
eventually lead to the imposition of sanctions on euro-area Member States, should
they repeatedly fail to meet their obligations under the MIP. Additionally, on 20
February 2013, the EU Council, the European Parliament and the European
Commission reached agreement on two EU regulations -- the so-called “two-pack”.
One regulation aims to prevent the build-up of significant fiscal imbalances by
strengthening the economic and budgetary surveillance of euro-area member states
and improving policy coordination among those states. The other regulation
enhances economic and financial surveillance of euro-area member states

threatened with “serious financial difficulties” (Council of the European Union, 2013).
The costs of adjustment

As mentioned above, a major cost of monetary unions is the reduced flexibility to
adjust to asymmetric shocks. In the face of such shocks, real-exchange-rate
adjustments in individual countries need to be brought about entirely through
adjustments of domestic prices and wages, that is, through internal devaluations. The
euro-area crisis has shown, however, that it is more difficult to effectuate the needed
adjustments in the present environment than had been assumed in the earlier

literature on monetary integration.
Several factors have contributed to this situation.

» The earlier literature was written against a backdrop of higher inflation, both in
Europe and globally. With the decline in inflation to the low single digits in the euro
area, it has become more difficult to achieve a given internal devaluation. For
example, if inflation in a monetary union averages one per cent a year, a country that
needs to regain price competitiveness of the order of ten per cent will need to run a
zero inflation rate for ten years. If, however, inflation in the monetary union averages
two per cent a year, that same country, by running a zero inflation rate, will have

recovered its competitiveness in five years. Thus, an internal devaluation may be
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slow and costly (in terms of output loss and a rise in unemployment) in a monetary
union that features a very-low inflation rate. Everything else held equal, the lower the
average inflation rate in a country’s trading partners, the slower and more costly an

internal devaluation.

* Rose (2000) presented evidence indicating that a monetary union leads to
increased trade among the members of the union (over and above those derived
from the elimination of any exchange-rate uncertainty stemming from fixed exchange
rates among separate currencies). Several conclusions emerged from this evidence.
(1) Since monetary union encourages trade integration, it also leads to greater
business-cycle correlation (through the higher trade linkages) among the members of
the union. (2) A corollary of greater business-cycle correlation is that monetary union
itself will make asymmetric shocks between countries less likely, reducing the

advantage of a country-specific monetary policy.

» Two comments are in order. First, a main casualty of the euro-area crisis is the idea
that trade criterion effects could reduce asymmetries among countries in a monetary
union. Instead, increased trade integration appears to lead to regional concentration
of industrial activities. The basic reason here is that trade integration tends to lead to
agglomeration effects under which production becomes relatively cheaper (due, for
example, to the access of firms to pools of skilled labor, which, in turn, provides
employment opportunities to labor) in areas where there has been a clustering of
economic activity. These agglomeration economies, in turn, make it profitable to
concentrate production so that firms can benefit from (external) economies of scale.
Consequently, any trade-creation effects of the euro appear to have led to reduced --
instead of increased -- business-cycle synchronization. Second, to the extent that the
euro has resulted in greater intra-euro trade, the larger is the magnitude of real
exchange rate adjustment that needs to take place without the benefit of a nominal
adjustment. As mentioned above, in a monetary union that features a very-low
inflation rate, an internal devaluation is slow and costly. The larger the share of intra-
union trade among the participants, the larger that part of trade that can regain

competitiveness only through an internal devaluation.

» The crisis countries have had to undertake large fiscal consolidations. The earlier
literature assumed that a given fiscal adjustment was associated with a fixed fiscal
multiplier. However, recent work on fiscal multipliers has indicated that the multipliers

are considerably higher in a crisis environment than in more tranquil situations.
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Several factors account for this circumstance. First, fiscal multipliers tend to be
higher than otherwise when economies are in recessions and there is a great deal of
slack in an economy. Second, in situations of very low nominal interest rates, central
banks have limited scope to reduce policy rates to offset the contractionary effects of

fiscal consolidation on real economic activity.

Third, in relatively-closed economies, such as the Greek economy, fiscal multipliers
tend to be larger than in more open economies. Any decline in demand hits
domestically-produced goods more than imports. The decline in demand for domestic
production, then, affects output more than if the economy were more open.
Consequently, fiscal consolidations in crises countries have featured moving targets
as efforts to reduce deficits have had especially large effects on income, reducing

revenues, and necessitating further fiscal consolidations.
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EMU 2.0

DRAWING LESSONS FROM THE CRISIS - A NEW FRAMEWORK FOR
STABILITY AND GROWTH

Was the strategy and specific actions to cope with the crisis appropriate? Was the
priority given to preserving financial stability justified? Are stability and growth
objectives possible in EMU 2.0? What is the scope for national economic policy in the

new policy framework?

Decisive initiatives by EU authorities, supported by significant progress to strengthen
further economic and financial governance and reduce macroeconomic imbalances,
succeeded in preserving the stability and integrity of the euro area. At the same time,
some weaknesses in policy action were corrected with a shift in focus towards

improving the soundness of the banking sector and moving towards a banking union.

It is argued that the priority given by EU policy action to financial stability was fully
justified. However, it is also clear that robust economic growth is essential for durable
financial stability and, therefore, the creation of conditions for economic recovery and

sustainable growth must be constant objectives of public policy.

It is clear that policies enhancing both stability and growth are possible in EMU and
include economic rebalancing, which will have broader positive implications than
usually assumed, the banking union project, which is essential for financial stability
and important for growth and new initiatives to achieve an integrated internal market.
To the above should be added actions directly enhancing economic growth such as
policies supporting private and public investment and more growth-enhancing

policies at both central and national level.

Although the crisis has not yet been overcome and some parts of the new legislation
have not yet been fully implemented, it can be argued that there is ample scope for
economic policy at national level, as weaknesses in EMU’s architecture have been
largely corrected and systemic risks greatly reduced. However, legacy problems,

such as the excessive government debt burden in some countries, must be resolved.
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1. The emergence of the sovereign debt crisis and its management

Shortcomings in EMU’s institutional framework did not allow timely preventive action
before the emergence of the crisis and, also, complicated corrective action when the
crisis occurred. From the analysis of the overall management of the sovereign debt
crisis and the specific action undertaken to contain and overcome it, useful lessons

can be drawn for the design of public policy in the future at EU and national level.

The sovereign debt crisis emerged in economies with sizable imbalances and

structural weaknesses....

The global financial and economic crisis of 2008-2009 was transformed in 2010 into
a sovereign debt crisis in the euro area, hitting countries with sizeable
macroeconomic imbalances and structural weaknesses. The crisis intensified in 2011
and the first half of 2012 threatening the stability and integrity of the euro area. Both
internal and external macroeconomic imbalances had been the main source of
difficulties in Greece and Portugal, while banking sector weaknesses were sources of
fragility in Ireland and Spain, not least because the necessary restructuring of banks
in those countries impacted negatively on public finances, notably in Ireland. It is
noted that the fiscal deficit in Greece reached 15.2% of GDP in 2009 and
government debt 126.8% of GDP. In Portugal, fiscal and external imbalances were
significant at the start of the sovereign debt crisis - though lower than those in
Greece — but the very high private sector indebtedness (225% of GDP in 2009,

compared to 122% of GDP in Greece) was contributing to financial fragility.

Greece was the first euro area country to be hit by the sovereign debt crisis in early
2010 followed by a number of other member states - Ireland and Portugal, in late
2010 and mid-2011, respectively, Spain in 2012 and Cyprus in 2013. All countries
faced serious weaknesses, different in each case, but with a common implication,
difficulties in accessing international capital markets at normal financial terms. These
economies, already seriously weakened by the global crisis, did not possess the
necessary resilience and adaptability to overcome the sovereign debt crisis with their
own means. Moreover, engulfed in the spiral of the crisis and its implications, they
were unable to benefit from the recovery of the global economy and international
trade in 2010, which followed the deep recession in 2009, as was the case of export-

oriented economies with sound fundamentals, Germany and Finland, for example.
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While Germany and Finland recovered rapidly in 2010, recording GDP growth rates
of 4.1% and 3.0%, respectively, up from strongly negative growth rates in 2009,
economic recession in Greece deepened to -5.4% in 2010 and further to -8.9% in
2011. In Ireland and Spain, real GDP growth rates continued to be negative in 2010
but the recession was less deep than in 2009, while in Portugal it remained
temporarily positive in 2010 but turned negative in the following three years. The euro
area as a whole registered a positive growth rate in 2010 while the global economy
recorded growth of 5.4%, up from 0.0% in 2009 and the volume of international trade
in goods and services rose by an impressive 12.6% after a sharp fall (-10.6%) in
20009.

The euro area economy was recovering strongly enough in 2010 from the deep
recession in 2009. This suggests that a better diagnosis of the causes and nature of
the crisis and, as a consequence, its more appropriate management, including better
designed EU/IMF economic programmes, could have led to the impact of the crisis
being much less severe. Indeed, emerging evidence suggested that it was not just a
fiscal crisis, as conventional wisdom at the start of the crisis thought, but one of a
more diverse character, including an underlying banking crisis in a number of

member countries.

Shortcomings in EMU’s architecture did not allow timely preventive action and

also complicated corrective action....

There is a convergence of views among policymakers, academics and other analysts
that shortcomings of EMU institutional framework did not prevent the accumulation of
sizeable macroeconomic imbalances and structural weaknesses within the euro area
in the first decade of EMU. Furthermore, it complicated corrective action to contain

and overcome the sovereign debt crisis once it emerged.

However, in addition to institutional shortcomings, there were also weaknesses in the
application of economic and fiscal rules. EMU’s economic governance framework

was certainly incomplete but not nonexistent.

Two other factors seem to have played a significant role in the absence of effective
preventive action. Firstly, EMU had fallen victim of its own success in generating
growth and employment in its first decade and no obvious need, and pressure, was

felt for corrective action in cases of unsustainable policies.

lwavvng ENVTapomTouvAog 2016 Page 59



Athens MBA; “Contagion effects in the government bond
markets. Evidence from the EMU 2.0 crisis”

Secondly, and related to the first, the reluctance of some large member states to
respect the common fiscal rules or face the consequences conveyed a message of

laxity with regard to these rules with serious medium-term consequences.

Regarding the first factor, robust GDP growth and employment creation in the euro
area - 18 million jobs were created in the euro area in the first nine years of EMU, 4
million more than in the USA - and easily-financed internal and external deficits led to
an attitude of benign neglect. Until the emergence of the global crisis, there was no
perception of a balance of payments constraint or funding risk for government debt.
However, this perception was mistaken, as proved by events, and as was noted in

earlier publications, analysing the provisions of the Maastricht Treaty.

A characteristic example of the second factor was the attempt of France and
Germany, in 2003, to postpone fulfiiment of fiscal rules which required a correction of
excessive government deficits. The attempt was partly neutralised following recourse
by the Commission to the European Court of Justice and the judgment of the latter
which led to the reform of the Stability and Growth Pact in 2005.

The above weaknesses, both institutional and operational, were to a large extent
corrected by the adoption of new legislation, mainly the “six-pack” and the “two-pack”
in 2011 and 2013 respectively, and the “fiscal compact” by which the balanced
budget rule, in structural terms, was introduced. Through the adoption of the new
rules, surveillance and coordination of fiscal and economic policies were
strengthened and the powers of the Commission to ensure the application of
common rules reinforced, for example through the “reverse qualified majority rule” by
which a Commission proposal is considered as accepted unless a qualified majority

of the EU Council members are opposed to it.
Interaction between the Greek sovereign debt crisis and the euro area crisis

The Greek sovereign debt crisis and its management are crucial to understanding the
dynamics of the euro area crisis, as Greece was the first member country in which
the sovereign debt crisis emerged, an appropriate EU financial support mechanism
did not exist and had to be created from scratch, while events were unfolding and
uncertainty rising, threatening euro area’s stability and integrity. Evidence shows that
there was a close interaction between the management of the Greek sovereign debt
crisis and the euro area financial and economic crisis which was rapidly taking on a

systemic character.
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On the one hand, uncertainties about the implementation of the Greek programme
and risks of Greece’s exit from the euro area, widely reported by international media,

raised concerns about the sustainability and integrity of the euro area itself.

On the other hand, controversies about key elements of the support mechanisms, for
example the treatment of private investors on government debt (which led to the
Deauville Agreement between France and Germany in October 2010) and doubts
often publicly raised about the commitment of Greece’s partners to fully defend its
euro area membership, were adversely affecting the implementation of its EU/IMF

economic programme.

“Mixed results” was how the European Commission characterised the outcome from
the implementation of the first Greek economic programme — a statement reflecting a
significant reduction in the fiscal deficit but at the cost of much deeper economic
recession and much higher government debt than projected in the programme. This
outcome necessitated a new loan and increased the uncertainties for Greece and the

euro area.
The intergovernmental approach to integration: some merits but higher risks

An important element of the crisis management at EU level but also of the European
integration process more broadly, has been the tendency to rely on
intergovernmental solutions, outside the legal framework of the EU. The European
support mechanisms (EFSF and ESM), the Fiscal Compact (incorporated in the
“treaty on stability, coordination and governance in emu”) and the Single Resolution
Fund of the banking union project are examples of this tendency. According to the
view of several stakeholders this is not the best way to proceed, as it privileges the
weight of large and influential countries at the expense of a more acceptable
“Community approach” which would strengthen the relative weight of European
Institutions, such as the European Commission, which is the guardian of the Treaties

and assigned the duty to promote the common interest.

However, this intergovernmental approach may be seen as an inevitable second best
enabling European integration to advance if a consensus to modify EU treaties
cannot be formed. It is also true that the responsibilities of the European Commission
were strengthened in some respects as, for example, in the economic and budgetary

surveillance and in bank resolution decisions in the banking union project.
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In conclusion, the intergovernmental nature of several major initiatives may not be a
satisfactory development, but can provide a reasonable provisional compromise
between the options of inertia and the movement ahead, provided that the
intergovernmental treaties are eventually incorporated in the main body of EU

legislation at a later stage

2. Aturning point in 2012 as ECB initiatives and a critical mass of reforms

stabilised the euro area

A turning point in the euro area sovereign debt crisis was reached in 2012 when it
was realised that, in addition to the creation and activation of support mechanisms
and strengthened fiscal and macroeconomic rules, decisive action was needed to
neutralize the risks of euro area disintegration, break the vicious circle between

banks and sovereigns and move towards a banking union.
The commitment “to do whatever it takes to preserve the euro” was decisive...

Indeed, in July 2012, the ECB President underlined in London the commitment that,
within its mandate, “the ECB is ready to do whatever it takes to preserve the euro”. In
August, the ECB announced its readiness to undertake Outright Monetary
Transactions (OMT) in secondary markets with regard to sovereign bonds in the euro
area, and in September published details of the modalities for undertaking OMTS,
aiming to dissipate “unfounded fears about the reversibility of the euro”. In previous
months, in order to alleviate the funding constraints experienced by banks, the ECB
continued to supply funding support using longer-term refinancing operations with
exceptional maturities. In particular, the two three-year longer-term refinancing
operations that were announced in December 2011 had a significant impact in 2012
as they led to a net liquidity injection of around €500 billion. More recently, in January
2015, the ECB announced a quantitative easing programme (“expanded asset

purchase programme”) in order to address the risks of deflation
....but a critical mass of economic governance reforms also helped....

It should be noted that a critical mass of EU economic governance reforms, notably
concerning euro area countries, and progress in fiscal and macroeconomic
adjustment at national level, were crucial elements in making the ECB’s initiatives

credible. In particular, conditional financial support by the ESM within an economic
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programme supplied the appropriate framework for an eventual activation of the OMT
programme. Moreover, the adoption by the European Council of a “plan towards a
genuine EMU”16, with concrete steps to establish a banking union, provided a
clearer long-term perspective for EMU and it was an essential element in regaining

financial market confidence and stabilising expectations.
... as well as a better understanding of the nature of the crisis...

Moreover, there was a better understanding of the nature of the euro area crisis and
a shift of focus towards improving the soundness and performance of the banking
sector, strengthening its surveillance and breaking the vicious circle between banks
and sovereigns. The determination to proceed towards banking union was the most

visible sign of the new priorities.

Progress in economic adjustment and reform in the programme countries contributed
significantly to the overall effort to strengthen financial stability in the euro area and
enhance its growth potential. In particular, the re-negotiation of the Greek economic
programme which was put onto a new and more sustainable path was a positive

element in this joint effort.

More generally, economic policy in EMU was starting to be rethought, including in
connection to EU/IMF economic programmes. An important impulse to the latter was
the report and resolution of the European Parliament on the Troika and its operation
(see below), in view of the elections for a new parliament in May 2014. This
rethinking, while sticking to the need for sound macroeconomic and fiscal policies,
includes a better articulated policy mix, of fiscal, financial and structural policies using
effectively to this end the instruments put at the disposal of European institutions and
national governments by the new economic governance framework. To this should
be added initiatives towards more growth friendly fiscal adjustment favouring, for

example, investment spending.
...and significant adjustment and reform in member countries

There has been considerable macroeconomic and fiscal adjustment in the euro area
since the start of the global financial and economic crisis, in particular in countries
implementing adjustment programmes. However, although “flow” imbalances were
considerably reduced, “stock” imbalances continued rising as a percentage of GDP,

due mainly to weak economic growth.
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After two years of recession in 2012 and 2013, economic recovery has been gradual
but unequal across countries, although the gap in GDP growth rates between
peripheral and core countries is closingl8. The employment situation has been very
diverse among member states, reflecting their unequal economic performance during
the crisis, and the unemployment rate has been very high in countries severely hit by
the crisis. Financial markets fragmentation has been receding, but very slowly in

some parts of the euro area.
Significant fiscal adjustment but still high the debt ratio

The general government deficit of the euro area as a whole was reduced from a peak
of 6.4% of GDP in 2009 to 2.9% of GDP in 2013, a trend reflecting a fall in fiscal
deficits in most member countries. However, the government debt ratio continued to
rise, due mainly to weak economic activity, and is estimated to have reached 94.5%
of GDP in 2014 from a low level of 64.9% of GDP in 2007. While the government
debt ratio increased in all euro zone countries during the above period, its rise was
particularly steep in those member states severely hit by the sovereign debt crisis.
According to current forecasts, the euro area government debt ratio is expected to
peak in 2015 at 94.8% of GDP and start falling thereafter.

The government debt ratio is a crucial factor in the effort to strengthen financial
stability in the euro area and avoid a reversal and return to situations characterized
by uncertainty and a crisis of confidence. The establishment of a falling trend in the
government debt ratio in individual member states with high government debt and in
the euro area as a whole should be a policy priority, through an optimal combination

of fiscal adjustment and other financial operations (e.g. privatizations).

3. EU/IMF economic programmes: analytical and institutional aspects

EU/IMF economic programmes, implemented by a number of euro area member
countries since the emergence of the sovereign debt crisis, have been an important
part of the response to the crisis by the EU institutions and national governments. It
is, therefore, natural that the design, implementation and overall management of the
programmes be the subject of examination and assessment by independent analysts
and official bodies, such as Committees of the European Parliament who focus on

the institutional and political aspects of the programmes.
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Analytical aspects

Although two euro area countries, Ireland and Portugal, concluded their respective
economic programmes successfully at the end of 2013 and in early 2014,
respectively, - and have entered the “post-programme” monitoring (see below) - the
discussion about EU/IMF economic programmes was dominated by the management
and performance of the Greek economic programme. This is understandable due to
the wider implications of the Greek programme and because the implementation of
the first Greek programme was marked by a number of weaknesses, as key targets
were missed. The first Greek economic programme was re-negotiated in 2012 and a
second programme was agreed involving new macroeconomic and fiscal targets and

a new loan agreement.

Looking at the results of the implementation of the first EU/IMF economic programme
for Greece and taking account of reports and studies by several independent
analysts25, international institutions, notably the troika institutions, as well as the
reports and resolution on the troika by Committees of the European Parliament, it
appears that the main reasons behind key failures of the first Greek programme can
be summarised as follows (although other, more technical, factors such as those

related to the size of fiscal multipliers may also be relevant):

The lack of “national ownership” of the programme had been, and to a large extent
continues to be, a serious drag on its successful implementation, as necessary
structural reforms and adjustments cannot be easily accepted by society. It is
noteworthy that even the government coalition parties who had agreed the
programme used to describe it as a “necessary evil” that had to be implemented

because it was requested by the troika.

The second main reason concerns troika institutions: contrary to conventional
wisdom, and prior expectations, the troika institutions, notably the IMF and the
European Commission, had no experience of economic adjustment in a monetary
union, in particular in cases of highly indebted countries (the ECB being a new
institution with a specific mandate was not expected to have such an experience). In
particular, although the IMF had an experience of over 150 economic adjustment
programmes, the adjustment practically always included sizeable devaluations of the
currency, often of the order of 30% to 50%, something impossible in a monetary

union. The European Commission likewise, though it had some experience in
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monitoring balance of payments loans, had no experience of adjustment in a

monetary union.

On the first issue, the reasons for the lack of national ownership of economic
programmes and ways to remedy the situation should be examined. Indispensable
elements of any remedial action include transparency about the economic situation
and avoidance of untenable promises and unsustainable policies by political parties.
How might lack of national ownership affect the implementation of the programme?
Usually it works both ways: weak commitment by governments to pursue necessary
reforms and adjustments interacts and reinforces “resistance” by citizens to reforms
perceived as unnecessary and unfair. On the basis of these findings, troika’s
argument that missing targets of the first Greek programme are mainly due to
inadequate commitment to reforms seems to have some basis, without fully

explaining the huge divergence between targets and outcome.

Regarding the second issue, it was stated, explicitly and implicitly, on several
occasions, by IMF officials that there was inadequate knowledge of the dynamics of
adjustment in a monetary union. Indeed, there are reasons to conclude that there
was inadequate knowledge about the adverse consequences on economic growth
and, as a consequence on the debt dynamics, of internal devaluation. The
requirement for “expenditure-reducing policies” and “expenditure-switching policies”
for a successful external adjustment is wellknown in the literature. A reduction in
internal demand, notably through fiscal consolidation contributes to reducing
domestic absorption liberating resources for export. Devaluation facilitates
expenditure switching by making domestic production more price-competitive in
foreign and domestic markets. Devaluation and internal devaluation may have the
same objective, to reduce the relative prices of domestic goods and improve
competitiveness, but would have very different side effects: devaluation increases
domestic output and raises domestic price level and nominal income, and thus
reduces the real burden of debt, while internal devaluation reduces domestic output
and prices and lead to a rise, and in some cases a sharp rise, in the government debt

ratio, as was the case in Greece.
Institutional issues

Concerning institutional aspects, the resolution of the European Parliament states
that “The EU/ECB/MF “Troika” helped four EU countries through the crisis and
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prevented it from getting worse. But the flawed structure and working methods
hindered national “ownership” and compromised transparency and accountability”.
The resolution recommends, as a first step, that there should be clear, transparent
and binding rules of procedure and for the medium-term recommends a radical
overhaul of the Troika, in which the IMF involvement would become optional, the
ECB would be present only as an observer and the European Commission role
would be taken over by a “European Monetary Fund”. The above recommendations
seem sensible overall and could improve the management of the programmes with

the following adaptations:

The IMF could be associated to the programmes as a consultant, without providing
funds and, thus, contributing only through its “authority of knowledge” status. The
European Commission should have the overall responsibility for the design,
implementation and management of economic programmes, being thus accountable
to EU Council, the Eurogroup and, of course, to the European Parliament who may
even impose sanctions on Commissioners in case of notable failures. As a
consequence, the current diffusion of responsibility between the troika institutions will
cease. The ECB could participate in the design and monitoring of the programmes to
the extent that such a role is compatible with its mandate and its independence
status regarding monetary policy.

As for the creation of a European Monetary Fund, the idea should not be rejected a
priori but there are certain shortcomings: it would add to the proliferation of European
institutions and would create some confusion with the role of the ECB, notably in
connection with the term “monetary”. The assumption of the key role by the
European Commission has the additional advantage that a European institution also
responsible for monitoring and ensuring the respect of European economic and fiscal
rules and internal market legislation, will have also the responsibility for the design
and implementation of economic programmes and be accountable for any errors and

misjudgements.
Priority given to stability was justified but robust growth is also essential

Taking account of the devastating effects on several member countries’ economies
and the rising risks of euro area disintegration provoked by the sovereign debt crisis,
it can be safely argued that the priority given by the EU to financial stability, in the

broader sense comprising sustainability of public finance and financial sector
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stability, was fully justified, despite some initial weaknesses in policy action which

were corrected in 2012.

Moreover, as the sovereign debt crisis has been contained but not yet overcome,
financial stability must continue to be a top priority of policy action until the new
economic governance architecture and institutions have passed the test of time. This

requirement looks a bit “intimidating” but it should not be so.

It only means that while new institutions and mechanisms are tested by financial
markets and actions of important stakeholders - electorates, parliaments, national
and European courts28- the issue of financial stability must be given particular
attention in order to avoid disturbances and rising uncertainty which could be

detrimental for both financial stability and economic growth.

As a result of policy initiatives and progress in adjustment and reform, financial
stability in the euro area was strengthened steadily from the second half of 2012. The
successful exit of Ireland and Portugal from their EU/IMF programmes, and of Spain
from the EU financial sector restructuring programme, and significant progress
towards adjustment and reform in Greece, notably within the framework of the

second programme, and more recently in Cyprus, are also parts of a positive picture.

However, important challenges remain. A crucial element in order to durably ensure
financial stability is to achieve the stabilization and then the decline in high
government debt ratios in several member countries and in the euro area as a whole.
This is indispensable in order to avoid the risk of a reversal of the drive towards
sustainable public finances, give a strong signal to financial markets about long-term
fiscal sustainability and initiate a virtuous circle for the euro area economy.
Therefore, care must be taken to ensure the sustainability of public finances even if
agreement is reached, as it is currently requested by certain governments, to relax,
provisionally or permanently, certain fiscal rules, beyond the degree of flexibility that

already exists.

Priority to financial stability does not imply that growth considerations are of
secondary importance in EMU. On the contrary, in the medium to long term, robust
economic growth is essential for both financial stability and overall welfare and
should be a constant policy objective at central and national level. It should be noted
in this context that concerns expressed during the first two years of the sovereign

debt crisis, notably by credit rating agencies, about risks to financial stability in a
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number of euro area economies and of the integrity of the euro area itself, were
related essentially to their capacity to achieve robust enough economic growth - an
essential factor for financial and fiscal sustainability - and less by their commitment to
fiscal adjustment. This aspect was obviously not well understood at the time. The real
challenge for European institutions and national authorities in the new EMU 2.0 era is
to find the right balance between these two objectives so that stability and growth

policies are mutually reinforcing.

4. Policies for stability and growth are possible in EMU 2.0

Policies enhancing both stability and growth are possible in EMU and most of them
have started being implemented, while others are at an advanced stage of
development. Such policies include economic rebalancing, guided by the
implementation of the EU macroeconomic imbalance procedure, that is expected to
have larger positive implications than usually assumed, the banking union project, an
essential element of financial stability and financial integration, and new initiatives to
achieve effective integration in the European Internal Market which is the most
important asset in the effort to strengthen economic recovery and enhance the
growth potential of the European economy. The single monetary policy, aims to
create uniform monetary conditions within the euro area by pursuing its price stability
objective, contributes to financial stability and economic growth but also to the
effective unification of the internal market by enhancing integration of financial

markets.

To the above should be added policies directly supporting economic growth. They
include policies to support private and public investment, indispensable for
strengthening economic activity and enhancing Europe’s growth potential, more
growth-enhancing policies at both national and central level focused on structural
reforms in labour and product markets and actions to improve the business
environment, including a re-focusing of competition and industrial policies, and a
more growth-friendly fiscal consolidation and external trade and investment policies

based on openness and reciprocity.

Although most of the above policies have been in place for some time now, much
more needs to be done at both the national level, where implementation of

adjustment and reform has often been weak, and at the EU level, where a refocusing
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of economic policy is needed to enhance the productive potential of the European
economy and promote real convergence. The focus in this section is on some key
areas which are essential for both stability and growth in the EU and the euro area

and are also related to the new policy framework.

As a consequence, although financial stability, supported by credible institutions and
appropriate policies, is a precondition for any successful initiatives to improve
economic performance, it matters a lot how financial stability is achieved and
maintained. The ECB’s intervention in 2012 was decisive in helping to lower the
yields of government bonds - and thus the borrowing cost of sovereigns but also of
the whole economy - from the unsustainable levels they had reached at the peak of
the crisis. However, this decision needs to be followed by consistent adjustment and

reform effort to enhance the performance of the euro area economy.
Economic rebalancing would have far-reaching, positive effects

The objective of the “macroeconomic imbalances procedure” - to prevent and correct
excessive imbalances which may jeopardize the proper functioning of EMU - is
expected to have positive effects for both financial stability and economic growth. Its
relevance to financial stability is obvious, bearing in mind the adverse effects of the
accumulated internal and external imbalances in the first decade of EMU. Positive
effects on economic growth are also expected from this reform, as the obligation to
contain macroeconomic imbalances will lead to policies seeking internal and external
balance resulting, if successful, in lower external imbalances within the euro area - in
particular in a reduction of the very high current account surpluses in some countries
—and reduced current account surpluses vis-a-vis the rest of the world. Such a
development is expected to contain euro appreciation against the main world

currencies, a major concern of exporters in euro area countries.

Moreover, there is a political economy/institutional aspect to the rebalancing strategy:
the containment of imbalances within the euro area would reduce the over-
dependence of debtor on creditor countries, a situation which, combined with the
tendency to rely on intergovernmental solutions in order to cope with crisis-related
problems, often implies difficult relations and tensions. Therefore such a
development is expected to have positive effects on the cooperation between

member countries and the functioning of the economic and monetary union.

The banking union is essential for stability and important for growth
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Priority given by the euro area summit in June 2012 to a rapid advance towards
banking union, as part of a broader plan to move to a higher degree of integration in
EMU, was justified by the need to break the vicious circle between banks and
sovereigns, which had led the sovereign debt crisis into a difficult-tocontrol downward
spiral. It was also concluded at the summit that “when an effective single supervisory
mechanism is established, involving the ECB, for banks in the euro area the ESM
could, following a regular decision, have the possibility to recapitalize banks directly”,
a provision aimed, precisely, to work in the direction of severing the link between
banks and sovereigns as the cost of bank recapitalisation would not burden individual

country’s public debt.

In December 2012 the European Council agreed on the key elements of the banking
union and on the issue of direct recapitalisation of banks, under certain conditions, by
the ESM. This political guidance was followed by the adoption of EU legislation in
order to set up the main building blocks of the banking union: a single supervisory
mechanism, which introduces a unified banking supervision in the euro area and
other participating member states under the responsibility of the ECB, a single
resolution mechanism with a single resolution fund which will ensure that if a bank
faces serious difficulties, its resolution can be managed efficiently with minimal costs
to taxpayers and the real economy. A system of harmonized national deposit
guarantee schemes will be in place from 2015 and a single system for guaranteeing

deposits is expected to come later.

A well-designed and properly implemented banking union, besides being essential
for financial stability, will be also important for economic growth, as a) re-integration
of European credit markets would enable them to play fully their role in financing the
real economy and b) repair of the monetary transmission mechanism will ensure that
ECB’s low interest rates be effectively passed on to those countries that probably

need them most.

The qualifications “well-designed” and “properly implemented” are important, as
concerns have been raised about the time-horizon within which the banking union
project will attain financial maturity and be fully operational, judged to be too long -
although shortened to eight years compared to ten years initially proposed - entailing
considerable risks if an emergency occurs, and the legal form the single resolution
fund would take, i.e. that of an intergovernmental international agreement,
considered to imply legal and operational risks.
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Another criticism was that the project lacks in effect a public backstop in the event of
a really big crisis and in this sense cannot be a substitute for a genuine fiscal union
as some suggest that it might be. Indeed, according to some authors a banking union
can respond to most important and costly shocks, arising from financial boom-bust
cycles, followed by financial crisis, such as the global financial crisis and the euro
area sovereign debt crisis, making thus redundant a fiscal union. However such a
role would require that a banking union is equipped with an effective backstop
capacity (which could take the form of a common deposit insurance scheme as in the
USA).

Regardless of the validity of the argument about the necessity or not of a fiscal union
and, as a consequence, of a high degree of political union in EMU, the banking union
project presents a number of significant advantages: it benefits from strong and wide
political support, its establishment is well-advanced and, centered on ECB
supervision, it seems to fulfill the right conditions to play a decisive role in improving
the stability and the efficient operation of EMU.

It should be noted, however, that the popularity of the banking union project is based
to a large degree on the expectation that it could achieve very substantial
improvement in the stability and operation of EMU without much economic cost to the
European taxpayer and with no political cost to governments in comparison to a
move towards fiscal union which is currently rather unpopular in public opinion in
several member states. Several analysts have expressed doubts whether the 55
billion euros which could be mobilized by the single resolution fund by the end of the
transitional period for its maturity would suffice to meet all eventualities. It should be
noted, however, that besides the 55 billion euros of the fund, there will be also the
possibility of recourse to he European Stability Mechanism and to financial markets,
in case of need, in order to acquire the necessary funds before recouping them from

the banking industry ex post.

An effective integration of the Internal Market would boost growth and

employment

A unified internal market is the most valuable asset of EMU, giving businesses and
private persons the opportunity to benefit from a large integrated market of over half
a billion people. A unified internal market is also a key factor for attracting foreign

direct investment.
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Financial fragmentation, as a result of the sovereign debt crisis, constituted a
reversal of financial integration - and as a consequence a reversal of the drive
towards a unified internal market - achieved over the past decades through the free
movement of people, goods and capital, the free provision of services and, finally, by
the introduction of the euro. It is therefore of the utmost importance to re-establish
financial markets integration and achieve an effective integration of the European
internal market which was supposed to be completed by 1992 but in many respects
is still incomplete. But despite these reversals in the integration process, available
evidence indicates that the benefits from integration in specific areas have been
significant.

It is important for the EU institutions to mobilize efforts to achieve the policy
objectives for which they have full responsibility and capacity to act. According to the
European principle of “subsidiarity” each level of authority (national-European) has to
act in priority in the areas where it has more authority and competence. And although
obstacles to the effective completion of the internal market are most often put by
member states, the EU, notably the European Commission, as the guardian of the
treaties, and the ECB as far as banks and payment systems are concerned, have the
legal authority and operational capacity to achieve the objective of market integration.

There are signs that financial fragmentation, is receding but we are still far from a
normalization of credit conditions and a proper functioning of the financial system in
several member states. As a consequence, the normalization of such conditions

should be a priority for all authorities concerned.

The crisis underlined also the need to develop a European capital market, a sort of
capital union in addition to banking union, and rely less on the banking system for the
financing of the real economy, notably the business sector, as more diversified
financial markets reduce the likelihood of borrowing constraints. It is a positive
development that enterprises, mainly larger ones, in crisis-hit countries have turned
increasingly to capital markets to fund their investment projects and overall activity in

view of the difficult access to bank credit.
Supporting public and private investment

There is broad agreement among policy makers and independent analysts that a
significant increase in investment is necessary in order to strengthen the pace of

recovery and enhance the growth potential of the European economy. There are
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currently investment shortfalls in virtually all countries and in the euro area in
particular, although the situation varies greatly among its member countries:
investment, as percent of GDP, declined by about four percentage points in euro
area total but by much more, between 8 p.p. and 14 p.p., in the countries most

severely hit by the crisis.

The analysis of factors underlying this investment decline in the euro area indicates
that the most significant causes have been weak economic activity and prospects for
lower growth potential compared with the pre-crisis period, the need for economic
restructuring and reduction of excess productive capacity in specific sectors, such as
the construction sector - notably in Spain and in Ireland - , and the reduction of

indebtedness by the corporate and household sectors.

Additional factors, related to the sovereign debt crisis, which have adversely affected
public and private investment, are the decline in public investment in the effort to
consolidate public finances, financial market fragmentation which adversely affected
capacity to finance investment projects, and the high degree of uncertainty, probably

the most significant factor in investment decline since 2009.

The negative influence of most of the above factors has been diminishing in recent
quarters, as economic recovery is gradually picking up, progress in economic
governance and in establishing a banking union is reversing financial fragmentation
and reducing uncertainty, while reduced macroeconomic and fiscal imbalances make
less pressing the need for further fiscal consolidation, leaving thus space for a rise in
public investment. Also, a change in the growth model in economies hit by the crisis,
away from private and public consumption and towards investment and exports,
along with a shift towards more productive investment, would increase domestically
generated savings and avoid aggravating fiscal and current accounts. Under certain
conditions debt-financed investment projects could have large output effects without

increasing the debt to- GDP ratio.

However, the investment recovery which started in the second quarter of 2013 has
been slow and more direct initiatives are needed to support investment and growth in
the euro area and in the EU more generally. In this context there were proposals to
modify EU fiscal rules, by excluding government investment expenditure from the
calculation of fiscal deficits within the Stability and Growth Pact, in order to

encourage public investment.
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Regardless of the treatment of public investment within the EU fiscal rules, it is clear
that the bulk of the investment needed should come from the private sector, as public
investment accounts, on average, for less than one fifth of total investment in the
euro area. Action at EU level, using all available institutions and mechanisms can
support both public and private investment by improving public infrastructures and

creating synergies between public and private initiatives.

The plan of J. C. Juncker, new European Commission President, for investments of
at least €315 billion over three years by the combined action of several European

institutions and mechanisms.

5. Remarking Conclusions

From the analysis of the emergence and the management of the global and the
sovereign debt crises useful lessons can be drawn for the design of public policy, at
EU and national level, within the new economic governance framework. A number of
suggestions in this direction are included in this paper. Shortcomings in EMU’s
institutional framework did not allow timely preventive action before the emergence of
the crisis and complicated corrective action when the crisis occurred, while some

weaknesses in the application of fiscal rules aggravated institutional shortcomings.

A turning point in the effort to overcome the sovereign debt crisis occurred in 2012,
when ECB initiatives, supported by a critical mass of institutional and economic
reforms, succeeded in neutralising risks of euro area disintegration. At the same
time, the decision to create a banking union was designed to strengthen financial

stability, financial markets integration and the European internal market.

It is a central point of this paper that the European strategy to preserve and
strengthen financial stability was fully justified. There was ample evidence about this
during the first two years of the crisis when uncertainty about financial stability in the
euro area paralyzed attempts to revive the economy. However, it is also clear that
robust economic growth is essential both for financial stability and overall welfare.
Therefore the creation of conditions for economic recovery and sustainable growth

must be a constant policy objective at EU and at national level.

Policies enhancing both stability and growth are possible in EMU and some of them

have already started being implemented while others are at an advanced stage of
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development. They include economic rebalancing, guided by the implementation of
the macroeconomic imbalance procedure, which is expected to have broader,
positive implications than usually assumed, the banking union, a project essential for
stability and important for growth, and new initiatives to achieve an effective
integration of the European internal market. To the above should be added policies
directly supporting economic growth. They include policies to support private and
public investment, indispensable for strengthening economic activity and enhancing
Europe’s economic potential, more growth-enhancing policies at both national and

central level.

What is the scope for national policies in the new economic governance framework?
No easy answers exist, as we are here in uncharted territory: the crisis has not yet
been overcome and some parts of the new legislation have not yet been fully
implemented. With these qualifications in mind it can be argued that there is ample
room for national economic policy which, if well-designed and properly implemented,
will enhance the growth potential of member countries. The new policy environment
is safer, as weaknesses in EMU’s architecture have been largely corrected, but also
more challenging: well intentioned but largely unfulfilled declarations about the need
for “growthenhancing structural reforms”, “growth-friendly fiscal consolidation” and for
policies supporting innovation and research must be given real content in an optimal

and sustainable way by mobilizing all available resources and expertise.

Priorities identified at European level can provide guidance for action also at national
level. However, legacy problems, such as the excessive government debt burden in

some countries, must be resolved.

A final word refers to doubts often expressed about euro area’s prospects: the euro
area’s strengthened economic and financial governance, sound economic
fundamentals, including a robust export performance, and a largely unexploited
potential of the internal market provide reasons to conclude that euro area’s
prospects can be bright. But their realization requires some key elements: readiness
to further improve economic governance, commitment to sound macroeconomic,
monetary and financial policies, increased investment in physical and human capital,
a positive attitude to innovation and reform and openness towards the rest of the
world while protecting European interests. It requires also a commitment to and
active participation in the European project with ideas, initiatives, proposals and

concrete work towards achieving common objectives.
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