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+CDEF!DGE!"HFIJIKE!$FLMLM!–!1FIMNEODM!CIF!"HFINE!PKQ!4ERIKQ!
!

/! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

%5%,($-6%!.(77"&3!
&GE! ITUEODLVE! IC! DGLM! MEWLKPF! XPM! DI! NFIVLQE! $PKPQLPK! NISLOR! WPYEFM! PKQ! PKPSRMDM! XLDG! P! WIFE! MINGLMDLOPDEQ!
HKQEFMDPKQLKZ!IC!DGE!LWNPOD!IC!DGE!"HFIJIKE!OFLMLM!PKQ!NIMMLTSE!MOEKPFLIM!CIF!DGE!CHDHFE.!!&GE!YER!WEMMPZEM!NPFDLOLNPKDM!
GEPFQ![IK!XGLOG!DGEFE!XPM!KID!PSXPRM!KEOEMMPFLSR!CHSS!OIKMEKMHM\!XEFE@!
 &GE!"HFIJIKE!["]\!OFLMLM!LM!P!DFPQLDLIKPS!TPSPKOE!IC!NPRWEKDM!OFLMLM!EKPTSEQ!TR!CSPXEQ!LKMDLDHDLIKPS!PFOGLDEODHFE!
PKQ!CEQ!TR!NISLOR!FEMNIKMEM!DGPD!KEZSEODEQ!LDM!MRMDEWLO!KPDHFE.!!;LMOPS!LWTPSPKOEM!PFE!P!MRWNDIW!IC!QEENEF!CLKPKOLPS!
PKQ!E^DEFKPS!LWTPSPKOEM!XLDGLK!DGE!OIWWIK!OHFFEKOR.!!&GLM!WEPKM!DGE!OFLMLM!OPKKID!MLWNSR!TE!FEMISVEQ!TR!PQUHMDWEKD!
LK!PCCEODEQ!OIHKDFLEM!LK!DGE!NEFLNGEFR.!!'WTPSPKOEM!KEEQ!DI!TE!PQQFEMMEQ!TR!TIDG!OIFE!PKQ!NEFLNGEFR!EOIKIWLEM.!

 "HFINE! LM!NFI_PODLVESR!QEPSLKZ!XLDG! LDM!NFITSEWM!PKQ! DPYLKZ!MDENM! DI!PQQFEMM! DGE! LKMDLDHDLIKPS! OGPSSEKZEM! DGPD!
GPVE!WPQE! LD!QLCCLOHSD! DI! FEMISVE! DGE! OFLMLM`!THD! DGLM!XLSS! DPYE!MIWE! DLWE.!=GLSE!IKE! MNEPYEF!NFIVIOPDLVESR! MPLQ! DGPD!
a"HFINEPKM!XLSS!EVEKDHPSSR!CLKQ!DGE!FLZGD!MISHDLIK!PCDEF!DFRLKZ!IHD!PSS!DGE!IDGEFMa`!P!KHWTEF!IC!NPFDLOLNPKDM!XEFE!WIFE!
INDLWLMDLO!PTIHD! DLWESLKEM!PKQ!MPX!MIWE!GINE! LK!FEOEKD!PKQ!OHFFEKD!ECCIFDM! DIXPFQ!P! CHSSEF!EOIKIWLO!PKQ!TPKYLKZ!
HKLIK.!

   ;LMOPS! PQUHMDWEKD! LK! MIWE! NEFLNGEFR! EOIKIWLEM! WLZGD! TE! MESC_QECEPDLKZ.! ! &GE! NPOE! PD! XGLOG! EOIKIWLEM! PFE!
OIKDFPODLKZ! PKQ! PD! XGLOG! NISLDLOPS! INNIMLDLIK! LM! FLMLKZ! –! PKQ! MIWEDLWEM! ZLVLKZ! FLME! DI! E^DFEWLMD! LQEISIZR! _! LM! VEFR!
XIFFLMIWE.!'C!DGLM!QRKPWLO!CHFDGEF!HKQEFWLKEM!DGE!NISLDLOPS!VLPTLSLDR!IC!WHOG!KEEQEQ!MDFHODHFPS!FECIFWM`!LD!OIHSQ!GPVE!
P! OIWNIHKQLKZ! KEZPDLVE! ECCEOD! IK! EOIKIWLO! MDPTLSLDR.! ! +M! MHOG`! CLMOPS! OIKMISLQPDLIK! NFIZFPWM`! QEMNLDE! GPVLKZ! GPQ!
LWNFEMMLVE!FEMHSDM!IK!NPNEF`!WLZGD!WPYE!DGLKZM!XIFME!FPDGEF!DGPK!TEDDEF!LC!CIFOEQ!DI!DPYE!NSPOE!PD!PK!E^DFEWESR!FPNLQ!
NPOE!PKQ!KID!OIHNSEQ!XLDG!TFIPQEF!FETPSPKOLKZ!XLDGLK!DGE!EKDLFE!"HFI!+FEP.! 

 'WNSLOPDLIKM! CIF! $PKPQP! LKOSHQE! DGE! VPSLQPDLIK! IC! IHF! MRMDEWLO! PNNFIPOG! DI! CLKPKOLPS! FEZHSPDLIKb! THD! MIWE!
NPFDLOLNPKDM! KIDEQ! DGE! KEEQ! DI! PVILQ! OIWNSPOEKOR! PKQ! TE! MHFE!XE! PFE! FEPQR! CIF! DGE! KE^D! OFLMLM`! KID! DGE! SPMD! IKE.!!
$PKPQPcM!WEMMPZLKZ!DI!"HFINE!LK!DGE!63d!PKQ!TERIKQ!XPM!NFPLMEQ!PM!TELKZ!PNNFINFLPDE!LK!EKOIHFPZLKZ!"HFINE!DI!DPYE!
ECCEODLVE! MDENM! DI!QEPS!XLDG! LDM! OGPSSEKZEM`!XGLSE!KIDLKZ! DGPD! DGE!OIKDLKEKD! LM! MHCCLOLEKDSR! FLOG! DI!TE!PTSE! DI! CLKQ! DGE!
FEeHLFEQ!FEMIHFOEM!LKDEFKPSSR.!!&GEFE!XPM!PSMI!P!OPSS!CIF!$PKPQP!DI!OPFECHSSR!PMMEMM!GIX!"HFINEcM!EOIKIWR!LM!SLYESR!DI!
TE!DFPKMCIFWEQ!__!TIDG!LK!NEFLNGEFR!PKQ!OIFE!EOIKIWLEM!__!PM!P!FEMHSD!IC!DGE!OFLMLM!DI!EKMHFE!XE!PQPND!IHF!DFPQE!PKQ!
LKVEMDWEKD!NFIWIDLIK!ECCIFDM!POOIFQLKZSR.!!
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 +QQLDLIKPS!FECIFW!LM!KEEQEQ`!LKOSHQLKZ!OIKDLKHEQ!MDFHODHFPS!FECIFWM![SPTIHF`!NFIQHOD`!PKQ!MEFVLOE!WPFYEDM\!
LK! TIDG! OIFE! PKQ! NEFLNGEFR! EOIKIWLEMb! TEDDEF! WPOFIEOIKIWLO! NISLOR! OIIFQLKPDLIK! POFIMM! DGE! "HFI! PFEPb! PKQ!
FEVPWNEQ!"%!CLKPKOLPS!MEODIF!IVEFMLZGD!DGFIHZG!DGE!OFEPDLIK!IC!P!MLKZSE!MHNEFVLMIF`!P!MLKZSE!FEMISHDLIK!WEOGPKLMW!
PKQ!PHDGIFLDR`!PKQ!MGPFEQ!QENIMLD! LKMHFPKOE.! &GE! SPDDEF! FECIFWM!PFE!KEEQEQ! DI! FEMDIFE! DGE!ECCLOPOR!IC!WIKEDPFR!
NISLOR!DFPKMWLMMLIK!WEOGPKLMWM!LK!DGE!"HFI!+FEP!NEFLNGEFR!PKQ!WLDLZPDE!DGE!FLMY!IC!OPNLDPS!CSLZGD.!

 2KOE!CLMOPS!QLMOLNSLKE! LM!FEMDIFEQ`!MIWE!CIFW!%8&'#+%!IF!%8&90/+!FLMY!MGPFLKZ!PWIKZ!"HFIJIKE!ZIVEFKWEKDM!
MGIHSQ!KID!TE! FHSEQ!IHD.!=GLSE! SLeHLQLDR! MHNNIFD! DI!KPDLIKPS! ZIVEFKWEKDM`! ELDGEF! DGFIHZG! DGE!"HFINEPK! )DPTLSLDR!
*EOGPKLMW! [")*\! IF! DGE! "uropean   Central   Bank’s   (E$4\! 2HDFLZGD! *IKEDPFR! &FPKMPODLIKM! [2*&\! NFIZFPW`! LM!
LWNIFDPKD`!LC!ZIVEFKWEKD!LKMISVEKOR!LM!LKMDEPQ!DGE!HKQEFSRLKZ!WPSPLME!DGEK!PQQLDLIKPS!MIVEFELZK!QETD!FEMDFHODHFLKZ!
[LKVISVLKZ!TIDG!ICCLOLPS!PKQ!NFLVPDE!OFEQLDIFM\!WPR!TE!KEEQEQ.!

 "HFI!+FEP!CLKPKOLPS!LKMDLDHDLIKM!FEWPLK!MLZKLCLOPKDSR!HKQEFOPNLDPSLJEQ.!=GLSE!QLFEOD!ZIVEFKWEKD!MHNNIFD!WPR!
TE!FEeHLFEQ!PD!NFEMEKD! DI! LWNFIVE!TPKY!TPSPKOE!MGEEDM`!"HFINEPK! SEPQEFM!KEEQ!DI! MXLCDSR! LWNSEWEKD!P!OIWWIK!
resolution  framework  capable  of  insuring  that  private  sector  ‘bail_ins’  and  not  public  sector  ‘bail_Iuts’  are  relied  on  
LK!DGE!CHDHFE!DI!TISMDEF!CLKPKOLPS!MDPTLSLDR. 
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+CDEF!DGE!"HFIJIKE!$FLMLM!–!1FIMNEODM!CIF!"HFINE!PKQ!4ERIKQ!
!

?! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

LD!FEWPLKM!DI!TE!MEEK!GIX!ECCEODLVE!DGE!KEX!MEFLEM!IC!FECIFWM![Dhe  ‘six  pack’`!‘two_pack’`!PKQ!;LMOPS!$IWNPOD!FECIFWM/\!XLSS!
TE! LK!QLMOLNSLKLKZ!KPDLIKPS! CLMOPS! CFPWEXIFYM! OIKMLQEFLKZ! DGE! OIKMDPKD! DPFZED! MSLNNPZE!XLDKEMMEQ!QHFLKZ! DGE! OFLMLM.!*IFE!
TFIPQSR`!LD!XPM!PFZHEQ!DGPD!KEX!LKMDLDHDLIKPS!PFFPKZEWEKDM!WHMD!MDFLYE!DGE!QESLOPDE!TPSPKOE!TEDXEEK!DGE!CSE^LTLSLDR!KEEQEQ!
DI! PQQFEMM! OFLMEM`! PKQ! DGE! QLMOLNSLKE! FEeHLFEQ! DI! EKMHFE! DGE! SIKZ_DEFW! VLPTLSLDR! IC! DGE! "HFINEPK! NFIUEOD.! +M! QLMOHMMPKDM!
MDFEMMEQ`!OFLMEM!XLSS!GPNNEK`!PKQ!LKMDLDHDLIKM!KEEQ!DI!TE!THLSD!DI!WPKPZE!DGEME!LKEVLDPTLSLDLEM.! 'K!DGLM!FEZPFQ`!DGE!"HFINEPK!
$EKDFPS!4PKY’s  new  OHDFLZGD!*IKEDPFR!&FPKMPODLIKM![2*&\!NFIZFPW!PKQ!DGE!SPHKOG!IC!DGE!"HFINEPK!)DPTLSLDR!*EOGPKLMW!
[")*\! SPMD! MHWWEF! PFE! LWNIFDPKD! POGLEVEWEKDM.! +M! P! NPKESSLMD! KIDEQ`! DGE! 2*&! MEFVEM! DI! OIWNSEDE! DGE! LKDEZFPDLIK! IC!
WIKEDPFR! NISLOR! TR! FEWIVLKZ! DGE!
NEFOELVEQ!FLMY!IC!ZIVEFKWEKD!LSSLeHLQLDR!
[P! CHKODLIK! DGPD! OEKDFPS! TPKYM!
DFPQLDLIKPSSR! NEFCIFW\`! XGLSE! DGE!
EMDPTSLMGWEKD!IC!DGE!")*!OIWEM!OSIME!
to   creating   a   genuine   ‘European  
Monetary   Fund’   capable   of   financing  
DGE! PQUHMDWEKD! IC! LWTPSPKOEM.! &GE!
LWNIFDPKOE! IC! DGE! CIFWEF! OPKKID! TE!
IVEF_MDPDEQ.! $IHKDFLEM! XGLOG! NIMMEMM!
DGELF!IXK! OEKDFPS! TPKY! PKQ!TIFFIX! LK!
DGELF! IXK! OHFFEKOR! PFE! SEMM! SLYESR! DI!
E^NEFLEKOE! DGE! DRNE!IC! OFLMLM! OHFFEKDSR!
CPOLKZ!"HFINEPK!NISLOR!WPYEFM.!!
!
+!XLQEF!DGEWE!IC!DGE!MEWLKPF!XPM!DGE!
OGPSSEKZEM! LKGEFEKD! LK! DGE! KPDHFE! IC!
NISLOR! OIIFQLKPDLIK! PKQ! DGE! QEMLZK! IC!
INDLWPS! NISLOR! CFPWEXIFYM.! ;IF!
E^PWNSE`! P! CIFW! IC! QRKPWLO!
LKOIKMLMDEKOR! LM!NFEMEKD! LK!DGE!DEKMLIK!
TEDXEEK! DGE! SIKZEF! DEFW! MDFHODHFPS!
PKQ! ZIVEFKPKOE! FECIFWM! [E.Z.! SPTIHF!
WPFYED! FECIFW! PKQ! LKOFEPMEQ! CLMOPS!
NISLOR! OIIFQLKPDLIK\! DGPD! PFE! KEEQEQ! DI! WPYE! DGE! "HFIJIKE! P! VLPTSE! OIWWIK! OHFFEKOR! JIKEb! PKQ! DGE! MGIFD_DEFW!
LWNEFPDLVE!IC! FEMDPFDLKZ! ZFIXDG.! &GEME! DXI!ZIPSM! OPK!ICDEK!NHMG!PZPLKMD! IKE_PKIDGEF! _!XLDGIHD! DGE! SPDDEF! DPYLKZ! MGPNE!
DGEFE!E^LMDM! SLDDSE!NISLDLOPS! OPNLDPS!PKQ!MIOLPS! SLOEKOE! DI!HKQEFDPYE! DGE! CIFWEF.!Germany’s  experience  XLDG! SPTIHF!WPFYED!
FECIFWM!LK!DGE!EPFSR!3dddM!QEWIKMDFPDEM!DGPD!LD!ICDEK!DPYEM!REPFM!CIF!MDFHODHFPS!FECIFWM!DI!TEPF!CFHLD.!+QQLDLIKPSSR`!PM!IKE!
NPKESSLMD!KIDEQ`!P!QESLOPDE!TPSPKOE!WHMD!TE!MDFHOY!TEDXEEK@![/\!NFIVLQLKZ![NIMLDLVE!PKQ!KEZPDLVE\! LKOEKDLVEM!CIF!WEWTEF!
MDPDEM! DI! HKQEFDPYE! DGE! KEOEMMPFR! CLMOPS! PKQ! MDFHODHFPS! FECIFWM! PKQ! [3\! EKMHFLKZ! DGPD! DGEFE! LM! EKIHZG! CSE^LTLSLDR! LK! DGE!
adjustment  programs  to  take  into  account  deviations  from  expectations  in  a  member  state’s  economy  and  polity.!!
!
&I!IVEFOIWE!DGEME!OGPSSEKZEM`!ZFEPDEF!DFHMD!WHMD!TE![FE\THLSD!TEDXEEK!KPDLIKPS!OPNLDPSM.!+M!MIWE!NPFDLOLNPKDM!PFZHEQ`!IK!
DGE!OHFFEKD! DFPUEODIFR`!"]! SEPQEFM!PFE!FLMYLKZ!P!NEFWPKEKD!MOGLMW!TEDXEEK!NEFLNGEFR!PKQ!OIFE!KPDLIKM! –!XGLOG!OIHSQ! LK!
DLWE`!HKQEFWLKE!DGE!EKDLFE!"HFINEPK!NFIUEOD.! !

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
/!)EE!SLMD!IC!DEFWM!LK!DGE!+KKE^.!
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+CDEF!DGE!"HFIJIKE!$FLMLM!–!1FIMNEODM!CIF!"HFINE!PKQ!4ERIKQ!
!

9! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

-+$%&+"4!"+1!%5$%&+"4!-72"4"+,%.!
!

&GE!QRKPWLOM!IC!DGE!"HFIJIKE!["]\!$FLMLM!TEPF!XLDKEMM!DI!DGE!LWWEKME!QLCCLOHSDLEM!LK!WPKPZLKZ!LKDEFKPDLIKPS!WIKEDPFR!PKQ!
EOIKIWLO!FESPDLIKM! LK!PK!EFP!IC!GLZG!OPNLDPS!WITLSLDR!PKQ!PFZHPTSR!HKNFEOEQEKDEQ!LKDEFOIKKEODEQKEMM!TEDXEEK!KPDLIKPS!
EOIKIWLEM.! &GE!INEFPDLIK!IC!P! OIWWIK!OHFFEKOR!QEWPKQM!PK!EVEK!GLZGEF! SEVES!IC!WPOFIEOIKIWLO!NISLOR!OIIFQLKPDLIK!
DGPK!DGPD!FEeHLFEQ!PD!DGE!ZSITPS!SEVES.!&GE!6FIXDG!PKQ!)DPTLSLDR!1POD`!PQINDEQ!LK!/<<h!PM!P!OIWNSEWEKD!DI!DGE!*PPMDFLOGD!
&FEPDR`!XPM!QEMLZKEQ!DI!PQQFEMM!DGLM!LMMHE!TR!NFEVEKDLKZ!DGE!QEVESINWEKD!IC!HKMHMDPLKPTSE!CLMOPS!LWTPSPKOEM.!>IXEVEF`!LDM!

LKMDLDHDLIKPS! WEOGPKLMWM! NFIVEQ!
LKOPNPTSE! IC! EKCIFOLKZ! OIWWLDWEKDM! –!
PWIKZ!MWPSS!PKQ!SPFZE!EOIKIWLEM!PSLYE.!
+M!IKE!NPFDLOLNPKD!KIDEQ`! LK!DGE!OPME!IC!
6FEEOE`! DGE! ZIVEFKPKOE! CFPWEXIFYM! LK!
NSPOE! EVEK! NFIVEQ! LKOPNPTSE! IC!
EKCIFOLKZ!OIWWIK!MDPDLMDLOPS! MDPKQPFQM.!
>IXEVEF`!XGLSE!OEFDPLK!"]!OIHKDFLEM!OPK!
TE!POOHMEQ!IC! CLMOPS!NFICSLZPOR`!WPKR!IC!
DGE!OIHKDFLEM!KIX!PD!DGE!GEPFD!IC!OFLMLM`!
PD! DGE! WIMD`! OPK! IKSR! TE! OFLDLOLMEQ! CIF!
KID! FHKKLKZ! SPFZEF! CLMOPS! MHFNSHMEM!
QHFLKZ! DGE! TIIW! REPFM! IC! DGE! WLQ_
3dddM.!'C!DGLM!LM!DGE!TEKOGWPFY!CIF!CLMOPS!
QLMOLNSLKE! DGEK! PSWIMD! PSS! 2"$7!
OIHKDFLEM! PFE! ZHLSDR! IC! DGLM! NISLOR!
WLMDPYE`! DI! VPFRLKZ! QEZFEEM! [MEE! ;LZHFE!
/\.!!
!
>IXEVEF`!PM!IKE!QLMOHMMPKD!GLZGSLZGDEQ`!
QEMNLDE!KEPF!TPSPKOEQ!THQZEDM![IF!EVEK!
MHFNSHMEM\`! WIMD! IC! DGEME! OIHKDFLEM!
XEFE! LK! CPOD! FHKKLKZ! MLZKLCLOPKD!
/+-4$+4-'1! CLMOPS! QECLOLDM3.!+M! MHOG`!WIFE!
CLMOPS! MNPOE! MGIHSQ! GPVE! TEEK! THLSD! _!
XGLOG!XIHSQ! GPVE! PSSIXEQ! CIF! MDFIKZEF!
PKQ! HSDLWPDESR! PCCIFQPTSE! CLMOPS!
MDLWHSHM.! >EKOE`! PM! IKE! NPFDLOLNPKD!
KIDEQ`! LD! XIHSQ! TE! LKOIFFEOD! DI! PFZHE!
DGPD! DGE! MDFLOD! CLMOPS! FHSEM! FEOEKDSR!
PQINDEQ! LK! DGE! "HFIJIKE! QI! KID! PSSIX!
CIF! DFPQLDLIKPS! OIHKDEF_OROSLOPS!
WPOFIEOIKIWLO!NISLOR.!!
!
*IVLKZ! TERIKQ! CLMOPS! LMMHEM`! P! WIFE!
NIDEKD!SEKM!CIF!HKQEFMDPKQLKZ!DGE!OFLMLM`!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
3!+!MDFHODHFPS!CLMOPS!QECLOLD!LM!P!MDPDLMDLO!HMEQ!DI!FECSEOD!DGE!HKQEFSRLKZ!NIMLDLIK!IC!CLMOPS!NISLOR.!'D!LM!WEPMHFEQ!TR!DPYLKZ!DGE!CLMOPS!QECLOLD!
PKQ!QLVLQLKZ!LD!TR!PK!EMDLWPDE!IC!NIDEKDLPS!671`!FPDGEF!DGPK!OHFFEKD!671.!+M!MHOG!LD!smooth’s!DGE!WEPMHFEWEKD!IC!QECLOLDM!DGFIHZG!DGE!
THMLKEMM!OROSE.!!
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1IFDHZPS![^\
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+CDEF!DGE!"HFIJIKE!$FLMLM!–!1FIMNEODM!CIF!"HFINE!PKQ!4ERIKQ!
!

g! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

WPKR! NPFDLOLNPKDM! OIKOHFFEQ`! LM! DGFIHZG! TPSPKOE! IC! NPRWEKDM! PKQ! OFEQLD! ZFIXDG! QRKPWLOM! [)EE! ;LZHFEM! 3! PKQ! ?!
FEMNEODLVESRb!PKQ!+NNEKQL^!'\.!'D!GPM!SIKZ!TEEK!YKIXK!DGPD!P!CHKQPWEKDPS!NFITSEW!LK!WIMD!LKDEFKPDLIKPS!WIKEDPFR!MRMDEWM!
LM!DGPD!DGE!THFQEK!IC!PQUHMDWEKD!CPSSM!IVEFXGESWLKZSR!IK!DGE!QECLOLD!OIHKDFRb!CIF!LC!P!MHFNSHM!OIHKDFR!LM!HKXLSSLKZ!DI!ICC_MED!
DGE! PZZFEZPDE! QEWPKQ! SIMM! IC! DGE! QECLOLD! OIHKDFR`! LD! MHCCEFM! KI! QLMOIWCIFD! LK! DGE! MGIFD_DEFW.! +M! MHOG`! PK! ECCLOLEKD! PKQ!
MRWWEDFLO! PQUHMDWEKD! WEOGPKLMW! TEDXEEK! MHFNSHM! PKQ! QECLOLD! OIHKDFLEM! LM! SPOYLKZ`! SEPQLKZ! DI! P! OGFIKLO! QECLOLEKOR! LK!
PZZFEZPDE!QEWPKQ.!"OIKIWLMDM!HME!the  term  ‘deflationary  bias’  to  refer  to  this  phenomenon.!
!
+M! QLMOHMMPKDM! PSSHQEQ! DI`! DGLM! QRKPWLO! LM! OHFFEKDSR! IK! NIXEFCHS! QLMNSPR! LK! DGE! "HFIJIKE.! That   the   common   currency’s  
ZIVEFKPKOE!MDFHODHFEM!CIOHMEQ!MISESR!IK!CLMOPS!LWTPSPKOEM!PM!INNIMEQ!DI!NFLVPDE!MEODIF`!CLKPKOLPS`!PKQ!E^DEFKPS!LWTPSPKOEM!
E^NSPLKM! GIX! MHOG! SPFZE! LWTPSPKOEM! XEFE! LZKIFEQ! QHFLKZ! DGE! TIIW! REPFM?.! ;IF! E^PWNSE`! NFLVPDE! MEODIF! OFEQLD! ZFIXDG!
[SPFZESR! DGE! FEMHSD!IC!WPMMLVE! LKDFP_"]!OPNLDPS!
CSIXM\! QHFLKZ! DGE! WLQ_3dddM! FIHDLKESR!
E^OEEQEQ! /g! NEFOEKD! IC! 671! LK! 6FEEOE`!
8PDVLP`! "MDIKLP`! )NPLK`! PKQ! 'FESPKQ9.! ! &GEME!
SPFZE! OPNLDPS! LKCSIXM! LK! DHFK! MNPXKEQ! GLZGEF!
LKCSPDLIK!FPDEMg`!EFIQLKZ!OIWNEDLDLVEKEMM!PKQ!
EKZEKQEFLKZ! MLZKLCLOPKD! OHFFEKD! POOIHKD!
QECLOLDM.!6LVEK!DGE!MWPSS!MLJE!PKQ!GLZG!QEZFEE!
IC!INEKKEMM!IC!WPKR!QECLOLD!KPDLIKM!OHFFEKDSR!
LK!OFLMLM`!DGE!PQUHMDWEKD!KEEQEQ!LM!MDPZZEFLKZ.!
%KQEF! P! CL^EQ! OHFFEKOR! FEZLWE! DGE! IKSR!
WEOGPKLMW!CIF!MHOG!FETPSPKOLKZ!LM!OGPKZEM!LK!
FESPDLVE! NFLOE! PKQ! NFIQHODLVLDR! SEVESM! [L.E.!
‘internal   devaluation’).! &GE! CIFWEF!
KEOEMMLDPDEM! P! SIKZ! NEFLIQ! IC! NPLKCHS!
QLMLKCSPDLIK! IF! IHDFLZGD! QECSPDLIK! XGLSE! DGE!
SPDEF! FEeHLFEM! NISLDLOPSSR! MEKMLDLVE! FECIFWM! DI!
SPTIHF`! MEFVLOE`! PKQ! NFIQHOD! WPFYEDM.! ! &GE!
EKQ!FEMHSD!LM!DGE!OHFFEKD!EOIKIWLO!'#5!MIOLI_
NISLDLOPS!OFLMLM.!!
!
=GLSE! DGEFE! XPM! P! QLCCEFEKOE! IC! INLKLIK! IK!
DGE! WPDDEF`! MIWE! NPFDLOLNPKDM! MDFHOY! P!
MIWEXGPD! HNTEPD! KIDE! TR! GLZGSLZGDLKZ! DGPD!
6FEEOE!_!IKE!IC!DGE!GPFQEMD!GLD!EOIKIWLEM!IC!
DGE! "HFIJIKE! _! PNNEPFM! DI! TE! DGFIHZG! DGE!
XIFMD! IC! DGE! CLMOPS! PKQ! E^DEFKPS! PQUHMDWEKD!
NFIOEMM.! ;IF! E^PWNSE`! DGE! OIHKDFR! GPM!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
?!To  the  EU’s  credit,  a  new  ‘Macroeconomic  Imbalance  Procedure’  has  been  put  in  place  to  track  key  economic  stocks  and  flows.  TGLM!
MHFVELSSPKOE!NFIOEQHFE!EMDPTSLMGEM!DGFEMGISQM`!XGLOG!IKOE!FEPOGEQ!DFLZZEF!PQQLDLIKPS!LKVEMDLZPDLIK!PKQ!OIKMHSDPDLIK!XLDG!DGE!WEWTEF!LK!
question.    If  imbalances  reach  a  ‘severe’  level,  corrective  action  will  be  required  though  a  rigorously  enforceable  action  plPK!HKQEF!DGE!
‘Excessive   Imbalance   Procedure’.   For   more   information,   see:  
GDDN@iiEO.EHFINP.EHiEOIKIWRjCLKPKOEiEOIKIWLOjZIVEFKPKOEiWPOFIEOIKIWLOjLWTPSPKOEjNFIOEQHFEiLKQE^jEK.GDW!
9!&I!NHD!DGE!MLJE!IC!"HFIJIKE!LWTPSPKOEM!LK!NEFMNEODLVE`!IK!DGE!EVE!IC!DGE!ZSITPS!CLKPKOLPS!OFLMLM!DGE!%)!XPM!FHKKLKZ!P!OHFFEKD!POOIHKD!
QECLOLD!IC!PFIHKQ!B!NEFOEKD!IC!671.!>IXEVEF`!DGLM!KHWTEF!XPM!MHCCLOLEKDSR!SPFZE!DI!DFLZZEF!P!WHSDLSPDEFPS!ECCIFD!TR!DGE!'*;!DI!PQQFEMM!DGE!
ZFIXLKZ!MLJE!IC!ZSITPS!LWTPSPKOEM.!
g!4EOPHME!DGE!"$4!GPM!P!"HFIJIKE_wide  inflation  target,  which  it  was  broadly  able  to  achieve  during  the  2000’s,  it  XPM!HKPTSE!DI!FEMNIKQ!
DI!DGEME!SPFZE!QLVEFZEKOEM!LK!NFLOE!SEVESM!TEDXEEK!WEWTEF!MDPDEM.!
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+CDEF!DGE!"HFIJIKE!$FLMLM!–!1FIMNEODM!CIF!"HFINE!PKQ!4ERIKQ!
!

B! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

WPKPZEQ!DI!WIVE!CFIW!P!MDFHODHFPS!CLMOPS!QECLOLD!IC!PSWIMD!/<!NEFOEKD!IC!671!DI!P!NFIUEODEQ!QECLOLD!IC!/./!NEFOEKD!DGLM!REPF.!
2K! DGE!E^DEFKPS! CFIKD`!6FEEOE!GPM!WPKPZEQ! DI!WIVE! CFIW!P! OHFFEKD! POOIHKD!QECLOLD! IC! PSWIMD! /g!NEFOEKD! LK! 3dd<! DI! P!
NFIUEODEQ!3.<!NEFOEKD!DGLM!REPF!['*;`!3d/3\.!&GEME!PFE!LWNFEMMLVE!MDPDLMDLOM.!>IXEVEF`!XGPD!FEWPLKM!DI!TE!MEEK!LM!/\!GIX!
WHOG! IC! P! QFPZ! GRMDEFEMLM! ECCEODM! XLSS! TE! IK! IHDNHD! ZFIXDGb! 3\! XGEDGEF! DGE! country’s   remaining   QETD! THFQEK! LM!
WPKPZEPTSE!XLDGIHD!PQQLDLIKPS! FEMDFHODHFLKZb!PKQ!?\! DI!XGPD!E^DEKD! DGE! LWNFIVEWEKD! LK! DGE!OHFFEKD!POOIHKD! LM! OROSLOPS!
VEFMHM!MDFHODHFPSB.!2K!DGE! SPDDEF! LMMHE`!IKE!NPFDLOLNPKD!KIDEQ!DGPD!WIMD!IC! DGE!OIWNEDLVEKEMM! SIMD!TR!6FEEOE!QHFLKZ!DGE!
3dddM!XLSS!GPVE!TEEK!OSPXEQ!TPOY!TR!DGE!EKQ!IC!DGLM!REPFh.!%KCIFDHKPDESR!DGE!MPWE!OPKKID!TE!MPLQ!CIF!PSS!IC!DGE!NEFLNGEFR!
EOIKIWLEM.!!
!
=LDG!DGE!OFLMLM!TELKZ!PD! LDM!GEPFD!P! DFPQLDLIKPS!TPSPKOE!IC!NPRWEKD!PKQ!CLKPKOLPS!OFLMLM`!MIWE!NPFDLOLNPKDM!PFZHEQ!DGPD! DGE!
HKQEF_OIKMHWNDLIK! [PKQ! LK! MIWE! OPMEM! HKQEF_LKVEMDWEKD\! LK! DGE! "]! OIFE! MGIHSQ! KID! TE! IVEF_SIIYEQ! PM! P! MLZKLCLOPKD!

OIKDFLTHDLKZ! CPODIF.! 'K! MGIFD`! OIFE!
countries’!NISLOR!WL^EM!–!XGLOG!PFZHPTSR!
)#'5=%-+%#+12! CIMDEFEQ! GLZG! KPDLIKPS!
MPVLKZM`! SIX!LKVEMDWEKD! SEVESM`!PKQ!DGHM!
SPFZE! OHFFEKD! POOIHKD! MHFNSHMEM!–! XGEK!
OIWTLKEQ! XLDG! CLKPKOLPS! CFLODLIKM! PKQ!
IDGEF! WPFYED! CPLSHFEM! EKPTSEQ! DGE!
EWEFZEKOE!IC!OIKOIWLDPKD!CLKPKOLPS!PKQ!
E^DEFKPS! LWTPSPKOEM!LK!DGE!NEFLNGEFRb!PM!
these  countries’  national  balance  sheets  
OPWE! HKQEF! MEVEFE! MDFEMM! [)EE! ;LZHFE!
3\:.! &GE! QLVEFZEKOE! IC! HKLD! SPTIHF! OIMDM!
POFIMM!DGE!"]!LM!THD!IKE!MRWNDIW!IC!DGLM!
LKDEFKPS! WIKEDPFR! QRMCHKODLIK.! &GLM!
NFIOEMM! XPM! PSS! DGE! WIFE! EKPTSEQ! TR! P!
MPKZHLKE! PDDLDHQE! IK! DGE! NPFD! IC!
NEFLNGEFR! ZIVEFKWEKDM! DIXPFQM! FLMLKZ!
NFLVPDE! [PKQ! LK! MIWE! OPMEM! NHTSLO\! QETD!
SEVESM.!+M!IKE!NPKESSLMD!KIDEQ`!EVEKDHPSSR!
NFLVPDE!LWTPSPKOEM!TEOPWE!MIOLPSLJEQ`!PM!
ZIVEFKWEKDM! XEFE! CIFOEQ! DI! HME! CLMOPS!
NISLOR! DI! FEMOHE! DGELF! WPUIF! CLKPKOLPS!
LKMDLDHDLIKM! PKQ! PDDEWND! DI! ICCMED! DGE!
QESEVEFPZLKZ! IC! GIHMEGISQM! PKQ!
OIFNIFPDLIKM.!!!
!
+M! MHOG`! ELDGEF! DGE! OHFFEKD! POOIHKD!
NIMLDLIKM! TEDXEEK! DGE! OIFE! PKQ!
NEFLNGEFR! WHMD! TE! MLZKLCLOPKDSR!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
B!&I!VPFRLKZ!QEZFEEM!DGEME!DGFEE!LMMHEM!PNNSR!DI!PSS!NEFLNGEFR!OIHKDFLEM!LK!DGE!"HFIJIKE!
h!>IXEVEF`!LD!MGIHSQ!TE!KIDEQ!DGPD!DGE!WEPMHFEWEKD!IC!FESPDLVE!HKLD_SPTIF!OIMDM![%8$M\!PFE!MHTUEOD!DI!MEFLIHM!WEDGIQISIZLOPS!NLDCPSSM.!
:!'D!MGIHSQ!TE!KIDEQ!DGPD!LKDFP_"]!LWTPSPKOEM!IKSR!E^NSPLK!NPFD!IC!DGE!QLVEFZEKOE!IC!OIFE!PKQ!NEFLNGEFR!OHFFEKD!POOIHKD!NIMLDLIKM.!+M!DGE!
FEZLIK! LM!,)(,12! INEK! DI! LKDEFKPDLIKPS! DFPQE!PKQ! CLKPKOE`! E^DEFKPS! CPODIFM! [MHOG!PM! PMRWWEDFLO! DEFWM_IC_DFPQE! MGIOYM\! PSMI!NSPREQ!PK!
LWNIFDPKD!FISE.!

d

/

3

?

9

g

B

h

:

<

1,& '&+ +%& ")1 ',8 "%,2
+,"+

;'0 087 7"% 4"8 ;,+ 6,$

R
( *M;("I<B(@<;@(V@>XD>A(KWK?;HT(8B<;(*D;<L/(=@ND?@E(@JJD?DB>K(

<;[ID<;J(?B(<;@=M(\R(BC(?B?@E(@KK;?K(D>(;@=M(E@<A;(V@>X(
(

Q2>(N;<=;>?(BC(F1:S(

0IDE@!4PMEQ!IK!PFIHKQ!3dd!EHFI!PFEP!TPKYM.!&GE!KHWTEF!IC!TPKYM!LK!DGE!
MPWNSE!CIF!EPOG!OIHKDFR!QLMNSPREQ!PKQ!DGE!OIFFEMNIKQLKZ!KHWTEF!IC!
TPKYM!XLDG!SEMM!DGPK!gl!SEVEFPZE!FPDLI![LK!TFPOYEDM\!PFE!PM!CISSIXM@!+HMDFLP!
/<![:\`!4ESZLHW!<![9\`!;LKSPKQ!g![?\`!;FPKOE!:![:\`!6EFWPKR!Bd![?d\`!6FEEOE!
<![9\`!'FESPKQ!/d![3\`!'DPSR!??![:\`!0EDGEFSPKQM!<![g\`!1IFDHZPS!:![d\!PKQ!
)NPLK!3h![:\.!

!DAI<;(]T(7B?(^IK?(N;<DNM;<W(V@>XK(<;H@D>(
I>J;<L=@ND?@ED_;JPPP(

)IHFOE!_!2"$7!"OIKIWLO!2HDSIIY!0I.!
<3!_!3d/3!





!

+CDEF!DGE!"HFIJIKE!$FLMLM!–!1FIMNEODM!CIF!"HFINE!PKQ!4ERIKQ!
!

:! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

VPMD!WPUIFLDR!IC!"HFIJIKE!WEWTEF!MDPDEM!PFE!IKSR!KIX!TEZLKKLKZ!DI!OIWNFEGEKMLVESR!PQQFEMM!DGE!LWNPLFEQ!TPSPKOE!MGEEDM!
IC!DGELF!CLKPKOLPS!LKMDLDHDLIKM.!!4PKYM!LK!NEFLNGEFR!OIHKDFLEM!OIKDLKHE!DI!TPFESR!DFEPQ!XPDEF!HKQEF!DGE!XELZGD!IC!DGE!OFEQLD!
ZFIXDG!XGLOG!IOOHFFEQ!TEDXEEK!3ddd!PKQ!3dd:.! &GE! MLDHPDLIK! LM! E^POEFTPDEQ!TR! DGE! CPOD! that   the   ‘safe  assets’  held  by  
DGEME!LKMDLDHDLIKM!PFE!DGE!QETD!MEOHFLDLEM!IC!DGELF!IXK!QLMDFEMMEQ!MIVEFELZKM.!&GEME!QRKPWLOM!GPVE!SEQ!DI!P!MESC_FELKCIFOLKZ!
‘doom_loop’  between  banks  and  sovereigns  which  OIKDLKHE!DI!LWNPLF!DGE!DFPKMWLMMLIK!WEOGPKLMWM!–!IF!LK!DGE!XIFQM!IC!
"$4!1FEMLQEKD!Mario  Draghi  the  “one_ness”!_!of  the  ECB’s  monetary  policy.  !
!
+M! P! FEMHSD`! QEMNLDE! DXI! FIHKQM! IC! HKOIKVEKDLIKPS! WIKEDPFR! NISLOR! [L.E.! DGE! 8IKZ! &EFW! ,ECLKPKOLKZ! 2NEFPDLIK! m8&,2n!
NFIZFPWM\`!LKDEFEMD!FPDEM!PNNFIPOGLKZ!DGE!JEFI!SIXEF!TIHKQ,  and  the  announcement  of  the  ECB’s  new  OMT  programme,  
NEFLNGEFR!OIHKDFLEM!OIKDLKHE!DI!INEFPDE!LK!P!DLZGD!WIKEDPFR!NISLOR!EKVLFIKWEKD!–!PSS!XGLSE!WIKER!WPFYED!FPDEM!OIKDLKHE!
DI!CSLFD!XLDG!KEZPDLVE!DEFFLDIFR!LK!DGE!"]!OIFE.!=LDG!CLMOPS!NISLOR!OFEPDLKZ!P!QFPZ!IK!EOIKIWLO!E^NPKMLIK`!DGE!KEEQ!CIF!ICC_
MEDDLKZ! POOIWWIQPDLVE! WIKEDPFR! OIKQLDLIKM! LM! EMMEKDLPS! –! PM! WPKR! NPFDLOLNPKDM! KIDEQ.! &I! PSSEVLPDE! DGLM! OIKMDFPLKD! DI!
PQUHMDWEKD`! "%! SEPQEFM! –! LD! XPM! PFZHEQ! _! KEEQ! DI! OIWWLD! DI! CLKPSSR! FEVPWN! "%! CLKPKOLPS! MEODIF! IVEFMLZGD! DGFIHZG! DGE!
OFEPDLIK!PKQ!MXLCD!LWNSEWEKDPDLIK!IC!P!MLKZSE!MHNEFVLMIF`!MLKZSE!FEMISHDLIK!WEOGPKLMW!PKQ!PHDGIFLDR`!PKQ!MGPFEQ!QENIMLD!
LKMHFPKOE.! &GE! SPDDEF! LM! FEeHLFEQ! DI! MDIN! DGE! OIKDLKHEQ! MSIX! WIDLIK! TPKY! FHK! DGPD! LM! MEELKZ! OPNLDPS! CSIX! IHD! IC! DGE!
NEFLNGEFR! PKQ! LKDI! DGE! OIFE.! ,EOEKD! EVEKDM! [3d/?\! LK! $RNFHM! HKQEFMOIFE! DGLM! NILKD! VLVLQSR.! *IKEDPFR! HKLIK! WHMD! TE!
MHNNIFDEQ! PKQ! OIWNSEWEKDEQ! TR! TPKYLKZ! HKLIK.! Only   once   the   perceived   ‘convertibility   risk’   is   removed,   will   DGE!
ECCEODLVEKEMM!IC!WIKEDPFR!NISLOR!LK!DGE!NEFLNGEFR!TE!FEMDIFEQ.!
!!
7LMOHMMPKDM! PSMI! PFZHEQ! DGPD! PKR! OIWNFEGEKMLVE! FEMISHDLIK! CFPWEXIFY! WHMD! LKOSHQE! WPKQPDIFR! WLKLWHWM! IK! MNEOLCLO!
CIFWM!IC!MHTIFQLKPDE!QETD!CIF!CLKPKOLPS!LKMDLDHDLIKM’!OPNLDPS!MDFHODHFEM.!&GLM!XIHSQ!help  insure  private  sector  ‘bail_ins’  and  
not  public   sector   ‘bail_outs’  are  used   in   the   future   to   support  distressed   institutions.   )HOG!MHTIFQLKPDEQ!QETD!XIHSQ!TE!
MDFHODHFEQ! DI! OIKVEFD! LKDI! EeHLDR! IKOE! OEFDPLK! OIKDLKZEKOLEM! XEFE! FEPOGEQ! [XLDG! DGE! ITUEODLVE! IC! CIFEMDPSSLKZ! OGPIDLO!
SLeHLQPDLIKM! PKQ! DGEFETR! GESNLKZ! MHNNIFD! PMMED! VPSHEM\b! PKQ! TE! MHNNIFDEQ! TR! FEMISHDLIK! CHKQM! FPLMEQ! CFIW! P! SEVR! IK!
CLKPKOLPS! LKMDLDHDLIKM.! &GE! GLZGEF!WPFYED! RLESQ! IK! MHOG! CIFWM! IC! MHTIFQLKPDEQ! QETD! XIHSQ! PSMI! GESN! LKDEFKPSLJE! DGE! FLMY!
XGLOG!OEFDPLK!CLKPKOLPS!PODLVLDLEM!NIME!DI!DGE!TFIPQEF!EOIKIWR!PKQ!LK!QILKZ!MI!GINECHSSR!LKOEKDLVE!SIXEF!SEVESM!IC!SEVEFPZE.!
"%! SEPQEFM! GPVE! DPYEK! LWNIFDPKD! LKLDLPS! MDENM! DIXPFQM! POGLEVLKZ! DGEME! FECIFWM`! PM! FEOEKD! EVEKDM! LK! $RNFHM! MHZZEMD.!
>IXEVEF!DGE!MSIX!NPOE!IC!LWNSEWEKDPDLIK!PKQ!ZEKEFPS!OIKCHMLIK!IVEF!XGPD!PNNFIPOGEM!DI!TPKY!FEMISHDLIK!XLSS!TE!DPYEK!LK!
DGE!CHDHFE!OIKDLKHEM!DI!HKQEFWLKE!WPFYED!OIKCLQEKOE.!
!
(

.),-"4!"+1!0)4-$-,"4!-+.$"2-4-$3!
(
=GLSE!DGE!"HFI!OFLMLM!LM!CLFMD!PK!EOIKIWLO!OFLMLM`!LD!GPM!GPQ!LWNIFDPKD!MIOLPS!PKQ!NISLDLOPS!OIKMEeHEKOEM.!*HOG!IC!DGE!CIOHM!
GPM!TEEK!IK!DGE!PHMDEFLDR!WEPMHFEM!LWNIMEQ!IK!6FEEOE!PKQ!IDGEF!TPLSEQ_IHD!OIHKDFLEM!PM!P!OIKQLDLIK!CIF!SPFZE!CLKPKOLKZ!
NPOYPZEM.! &GE! NISLDLOPS! PKQ! MIOLPS! HNGEPVPS! OPHMEQ! TR! DGLM! FPNLQ! OIKDFPODLIK! _! NPFDLOHSPFSR! DGE! MGEQQLKZ! IC! NHTSLO! PKQ!
NFLVPDE! MEODIF! UITM!–! LM! MLZKLCLOPKD.! -IHKZEF!XIFYEFM!PFE! CPOLKZ!HKEWNSIRWEKD! FPDEM!IC! KEPFSR!gdl.!+QQLDLIKPSSR`! PM!IKE!
NPKESSLMD!KIDEQ`!TEDXEEK!3i?FQM!PKQ!?i9DG!IC!DGIME!MHFVEREQ!LK!NEFLNGEFR!OIHKDFLEM!GPVE!CESD!aNEFMIKPSSR!PCCEODEQ!TR!DGE!
OFLMLM.a!'K!1IFDHZPS`!KEPFSR!<dl!NEFOELVE!PK!LWTPSPKOEQ!EOIKIWLO!MRMDEW![6*;`!3d/3\.!&GLM!GPM!SEQ!DI!DGE!FLME!IC!MEVEFPS!
aPKDL_EMDPTSLMGWEKDa! NPFDLEM! LK! "HFINE! IK! TIDG! DGE! NISLDLOPS! FLZGD! PKQ! SECD.! &GEFE! FEWPLKM! P! GLZG! QEZFEE! IC! NISLDLOPS!
PSLEKPDLIK`!XGLOG!ZIEM!DI!DGE!SEZLDLWPOR!IC!DGE!"%!LDMESC.!!
&GEFE!PFE! MIWE! FEPMIKM! CIF!INDLWLMW`!GIXEVEF.!+M!IKE! NPKESSLMD! FECSEODEQ`! LK!KPDLIKPS! ESEODLIKM! LK! "HFINE`!QEMNLDE! DGE!
NFEMEKOE! IC! E^DFEWE!NPFDLEM`! OEKDFLMD! VLEXM! GPVE! SPFZESR! OPFFLEQ! DGE! QPR`! DGIHZG! DGE! FEOEKD! FEMHSDM! IC! DGE!*PFOG! 3d/?!
'DPSLPK!ESEODLIKM!PKQ!EVEKDM! LK!$RNFHM!FEWLKQ!GIX!CFPZLSE! DGE!NISLDLOPS!PKQ!MIOLPS!OIKMEKMHM!FEWPLKM.!=GLSE!WHOG!IC! DGE!
WEQLP!CIOHM!GPM!TEEK!IK!DGE!HKPOOENDPTSR!GLZG! SEVESM!IC!RIHDG!HKEWNSIRWEKD! LK!DGE!"HFIJIKE!NEFLNGEFR`!KHWTEFM!PFE!
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/d! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

QFPWPDLO!FEMDFHODHFLKZ!IC!MIWE!KPDLIKPS!EOIKIWLEM! [LKOSHQLKZ!DGE!MGLCDLKZ!FESPDLVE!XELZGDM!IC! DFPQPTSE!PKQ!KIK_DFPQPTSE!
sectors)   in   the   Eurozone,   could   potentially   transform   the   structure   of   Canada’s   traditional   commercial   FESPDLIKM! XLDG!
LKQLVLQHPS!"]!EOIKIWLEM.! ! 'D! LM! LWNIFDPKD!DI!KIDE!DGPD!KID!IKSR!NEFLNGEFR!EOIKIWLEM!XLSS!OGPKZE!PM!P!FEMHSD!IC!DGE!OFLMLM.!
$IFE! EOIKIWLEM! XLSS! PSMI! SLYESR! TE! LWNPODEQ! TR! TPKY! QESEVEFPZLKZ! PKQ! FEOPNLDPSLJPDLIK! PKQ! ZFPQHPS! "HFINE_XLQE!
FETPSPKOLKZ!PM!P! FEMHSD!IC! CPSSLKZ!HKLD! SPTIHF!OIMDM! LK!NEFLNGEFR!EOIKIWLEM`!PKQ!NIMMLTSR!GLZGEF! LKCSPDLIK! PKQ!QPWNEKEQ!
QEWPKQ! CIF! E^NIFDM! LK! OIFE! EOIKIWLEM.! ! &GLM! XLSS! GPVE! LWNSLOPDLIKM! CIF! DGE! CHDHFE! EVISHDLIK! IC! $PKPQPcM! DFPQE! PKQ!
LKVEMDWEKD!FESPDLIKM!XLDG!PSS!"HFINEPK!EOIKIWLEM.!
!
 5NNB<?I>D?D;K( @>J( E;KKB>K( CB<( 8@>@J@`K( CD>@>=D@E( K;=?B<T( ! 'K! DGE! PCDEFWPDG! IC! DGE! ZSITPS! CLKPKOLPS! OFLMLM!
$PKPQLPK!TPKYM!WPQE! MLZKLCLOPKD! LKFIPQM! LKDI! DGE!%)!WPFYED.!6LVEK! DGE! SEKQLKZ! OIKMDFPLKDM! CPOEQ!TR!WHOG!IC! "Hrope’s  
CLKPKOLPS! MEFVLOEM! MEODIF`! P! MLWLSPF! INNIFDHKLDR! WLZGD! KIX! TE! PVPLSPTSE! LK! "HFINE.! =GLSE! DGE! $PKPQLPK! CLKPKOLPS! MRMDEW!
CPFEQ! XESS! QHFLKZ! DGE! ZSITPS! CLKPKOLPS! OFLMEM`! IKE! NPKESSLMD! MDFEMMEQ! DGPD! DGE! "HFIJIKE! OFLMLM! MEFVEM! PM! PK! LWNIFDPKD!
FEWLKQEF! DGPD! $PKPQLPK! PHDGIFLDLEM! FEMNIKMLTSE! CIF! WLOFI! PKQ! WPOFI_NFHQEKDLPS! FEZHSPDLIK! WHMD! PVILQ! OIWNSPOEKOR.!
Canada’s  approach  to  systemic  financial  stability  management  has  proven  effective;  however,  given  the  concentration  in  
LDM! CLKPKOLPS! MEFVLOEM! LKQHMDFR! PKQ!universal   nature   of   its   institutions,   the   ‘too_TLZ_DI_fail’   issue   is   UHMD! PM! FESEVPKD! LK! DGE!
$PKPQLPK!OIKDE^D!PM!LK!IDGEF!UHFLMQLODLIKM.!&GE!WEMMPZE!IC!WPKR!NPFDLOLNPKDM!XPM!OSEPF@!$PKPQP!OPKKID!FEMD!IK!LDM!SPHFESM!
XGEK!LD!OIWEM!DI!CLKPKOLPS!MDPTLSLDR!WPKPZEWEKD.!
!
 a;KKB>K( CB<( ?M;( ;=B>BHD=( H@>@A;H;>?( BC( ?M;( C;J;<@?DB>T! )IWE! NPFDLOLNPKDM! KIDEQ! NIMMLTSE! NPFPSSESM!
TEDXEEK! NFIVLKOLPS_CEQEFPS! EOIKIWLO! FESPDLIKM! LK! $PKPQP! PKQ! IKZILKZ! QRKPWLOM! LK! DGE! "HFIJIKE.! ! 7LMOHMMPKDM! PSMI!
reflected  on  what  lessons  Canada’s  history  with  ‘monetary  union’  and  sovereign  debt  guaranteEM!WLZGD!GISQ!CIF!DGE!"HFI!
PFEPb!with  some  arguing  that  Canada’s  monetary  union  has  been  made  workable  through  the  existence  of  a  strong  federal  
CLMOPS! PHDGIFLDR`! P! OEKDFPS! TPKY! OPNPTSE! IC! SEKQLKZ! CHSSR! LK! SPMD! FEMIFD/3`! PK! ECCEODLVE! OISSPTIFPDLVE! PNNFIPOG! DI! TPKYLKZ!
MHNEFVLMLIK`!OIWWIK!QENIMLD! LKMHFPKOE`!PKQ!OIKOEFDEQ!ECCIFDM!DI!NFIWIDE!CPODIF!WITLSLDR.! !&GEFE!WLZGD!XESS!TE! SEMMIKM!
DGPD! "HFINE! OIHSQ! SEPFK! CFIW! $PKPQPcM! E^NEFLEKOE! PKQ! VLOE_VEFMP`! THD! DGE! QLMOHMMLIK! QHFLKZ! DGE! MEWLKPF! XPM! CPLFSR!
NFESLWLKPFR! ZLVEK! DGE! GHZE! QLCCEFEKOE! LK! LKMDLDHDLIKPS! PFFPKZEWEKDM! IK! TIDG! MLQEM! IC! DGE!+DSPKDLO.! ! &GEFE!XEFE! KI! CLFW!
FEOIWWEKQPDLIKM! CFIW!NPFDLOLNPKDM!THD! OEFDPLKSR! PK! LKDEFEMD! LK! CHFDGEF! LKVEMDLZPDLIK!IC!GIX!TEMD! NFPODLOEM! PKQ! SEMMIKM!
SEPFKEQ!OIHSQ!TE!MGPFEQ!TEDXEEK!DGE!"%`!LDM!WEWTEF!MDPDEM`!PKQ!$PKPQPcM!CEQEFPS!PKQ!NFIVLKOLPS!ZIVEFKWEKDM.!
!
 8@>@J@L"I<BN;(@K(AEBV@E(N@<?>;<KT( !=GLSE!FEOIZKLJLKZ!"HFINEcM!XELZGD!PKQ!OFLDLOPS!LWNIFDPKOE!IK!DGE!XIFSQ!
MDPZE`! MIWE!NPFDLOLNPKDM! XIKQEFEQ! LC! DGE! OFLMLM! OIHSQ!WPYE! LD! P! SEMM! LKCSHEKDLPS! PODIF! PKQ! NPFDKEF! LK! CIFELZK! PCCPLFM! PKQ!
QECEKOE!WPDDEFM.!2KE!NPKESSLMD!EVEK!MPLQ! DGPD! DGE!"%!aQIEMKcD!GPVE!P! CHKODLIKLKZ! CIFELZK!NISLORa!PD!NFEMEKD.! !>IXEVEF`!
WIMD!NPFDLOLNPKDM!XEFE!IC!DGE!VLEX!DGPD!when  Europe  is  able  to  ‘put  its  house  in  order’  it  will  likely  emerge  on  a  far  more  
MDPTSE!CIIDLKZ!DGPK!TECIFE!DGE!OFLMLM!PKQ!DGPD!P!WIFE!NISLDLOPSSR!HKLCLEQ!"HFINE`!TIHKQ!DIZEDGEF!TR!DGE!MGPFEQ!E^NEFLEKOE!
IC! LDM! OHFFEKD!OFLMLM`!XLSS! FEWPLK!PK! LKQLMNEKMPTSE!PSSR! CIF!$PKPQP!PKQ! DGE!%)! LK! MGPNLKZ! DGE! CHDHFE!IC!ZSITPS!KIFWM!PKQ!
FHSEM.!!!

!

!

!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!

/3!%KQEF!DGE!FHSEM!XGLOG!ZIVEFK!WIKEDPFR!NISLOR! LK!DGE!"HFIJIKE`!DGE!"$4!OPK!IKSR! SEKQ! LK! SPMD!FEMIFD!DI!CLKPKOLPS! LKMDLDHDLIKM! IK!DGE!
GLZGEMD! eHPSLDR! IC! OISSPDEFPS.! 8EKQLKZ! IK! SIXEF! eHPSLDR! OISSPDEFPS! –! HKQEF! DGE! "WEFZEKOE! 8LeHLQLDR! +MMLMDPKOE! ["8+\! NSPK! –! DI! LSSLeHLQ!
LKMDLDHDLIKM!LM!DGE!FEMNIKMLTLSLDR!IC!KPDLIKPS!OEKDFPS!TPKYM`!MHTUEOD!DI!PNNFIVPS!TR!DGE!6IVEFKLKZ!$IHKOLS!IC!DGE!"$4.!+KR!NIDEKDLPS!SIMMEM!
LKOHFFEQ! HKQEF! "8+! SEKQLKZ! PFE! P! OIKDLKZEKD! SLPTLSLDR! IC! DGE! FEMNEODLVE! KPDLIKPS! ZIVEFKWEKD! –! PM! EVEKDM! LK! 'FESPKQ! PKQ! $RNFHM!
HKQEFMOIFE.! &GLM! FEWPLKM!IKE!IC! DGE!QLMDLKODLVE! QLCCEFEKOEM! TEDXEEK!WIKEDPFR! HKLIK! LK! DGE!"]!PKQ! DFPQLDLIKPS!WIKEDPFR!HKLIKM! SLYE!
$PKPQP.!
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//! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

,)+,4(.-)+!

!
&GE! "HFINEPK! KPFFPDLVE! GPM! TEEK! IKE! IC! ZFEPDEF! OIKDLKEKDPS! LKDEFQENEKQEKOE! XLDGLK! P! ZSITPSLJLKZ! OIKDE^D`! HKQEF! DGE!
OIWWIK!HWTFESSP!IC!E^NIFDLKZ!EOIKIWLO!PKQ!NISLDLOPS!SLTEFPSLMW`!DGE!FHSE!IC!SPX`!PKQ!QEWIOFPOR.!,ECSEODLKZ!IK!DGLM!SEZPOR`!
NPFDLOLNPKDM!PZFEEQ!DGPD!QEMNLDE!OHFFEKD!OGPSSEKZEM`!"HFINE!FEWPLKM!IKE!IC!$PKPQPcM!WIMD!OFHOLPS!EOIKIWLO!PKQ!NISLDLOPS!
NPFDKEFM.!!>IXEVEF`!DGEFE!XPM!PSMI!P!FEOIZKLDLIK!DGPD!DGE!OHFFEKD!OFLMLM!LM!MIWEDLWEM!SEPQLKZ!DI!DGE!NEFOENDLIK!IC!P!VEFR!
QLCCEFEKD!"HFINE`!EMNEOLPSSR! CIF! MIWE!IC! LDM!RIHDG.!+M!WPKR!RIHKZ!NEINSE! KIX!VLEX!"HFINE!PM!WIVLKZ!TPOY!IK! LDM! OIFE!
LKDEZFPDLIK! KPFFPDLVE`! DGER! LKOFEPMLKZSR! TSPWE! DGE! "%! CIF! OHFFEKD! TSEPY! RIHDG! EWNSIRWEKD! NFIMNEODM! FPDGEF! DGPK! CLKQ!
LKMNLFPDLIK!LK!DGE!ISQ!LKDEZFPDLIK!KPFFPDLVE!PM!XPM!DGE!OPME!CIF!DGE!a"FPMWHMa!ZEKEFPDLIK.!!&GLM!LM!SEPQLKZ!WPKR!IC!DGEW!DI!
XPKD!DI!EWLZFPDE!IHD!IC!"HFINE!PSDIZEDGEF![LKOSHQLKZ!DI!NSPOEM!SLYE!$PKPQP\!FPDGEF!DGPK!MLWNSR!WIVE!XLDGLK!DGE!"%.!!&GEFE!
XPM!MDFIKZ!HKLDR!PWIKZ!MEWLKPF!NPFDLOLNPKDM!LK!DGE!TESLEC!DGPD!"HFINE!XLSS!TE!PTSE!DI!IVEFOIWE!LDM!OGPSSEKZEM!PKQ!EWEFZE!
MDFIKZEFb!THD!DGEFE!XEFE!PSMI!EeHPSSR!MDFIKZ!PKQ!HFZEKD!OPSSM!CIF!SEPQEFMGLN`!VLMLIK!PKQ!OIWWLDWEKD!DI!DGE!LQEPSM!DGPD!GPVE!
MEFVEQ!"HFINE!MI!XESS!QHFLKZ!DGE!SPMD!GPSC!OEKDHFR!PKQ!XGLOG!XEFE!MI!PNNFINFLPDESR! FEOIZKLJEQ!XGEK!LD!XPM!PXPFQEQ!DGE!
0ITES!1EPOE!1FLJE!LK!3d/3.!!&GLM!LM!P!VEFR!DLWESR!FEWLKQEF!IC!DGE!KEEQ!DI!CIOHM!IK!XGPD!HKLDEM!"HFINE!LK!OGPSSEKZLKZ!DLWEM.!!
!
!
!

",8+):4%19%7%+$.!

&GE! +HDGIFM! XLMG! DI! E^NFEMM! DGELF! ZFPDLDHQE! DI! $FPLZ! >HKDEF`! OI_GEPQ! IC! DGE! $'$! 2DDPXP! ;IFELZK! 1ISLOR! 'KLDLPDLVEb! 1PHS!
fEKYLKM`!CIFWEF!)EKLIF!7ENHDR!6IVEFKIF!IC!DGE!4PKY!IC!$PKPQPb!1PDFLOY!8ETSIKQ`!+MMIOLPDE!1FICEMMIF!PD!DGE!%KLVEFMLDR!IC!
2DDPXPb!PKQ!7;+'&!OISSEPZHEM!CIF!DGELF!YLKQ!MHNNIFD!PKQ!LKMLZGDCHS!LKNHD.!&GLM!MEWLKPF!PKQ!IDGEF!XIFY!TR!DGE!$'$!2DDPXP!
;IFELZK! 1ISLOR! 'KLDLPDLVE! PFE! MHNNIFDEQ! LK! NPFD! TR! P! ZFPKD! CFIW! DGE! 'KDEFKPDLIKPS! 7EVESINWEKD! ,EMEPFOG!
$EKDFE.!!2FZPKLMPDLIK!IC!DGE!MEWLKPF!XPM!SEQ!TR!,ITEFD!>PZE!XLDG!PMMLMDPKOE!CFIW!$FPLZ!>HKDEF.!(
!

!

"2)($!$'%!"($')&.!

<%=)#&>#(1)/,&)/&'&-%$%#+&(-'54'+%&03&+,%&CDED&)#&F10G'1&F0=%-#'#$%&9-0(-'6&'+&+,%&@'1/)11)%&H$,001&03&I#+%-#'+)0#'1&E33')-/&
!@HIE7&'#5&'& 30-6%-& J4#)0-& 3%110.&'+& +,%&K%#+-%& 30-& I#+%-#'+)0#'1&F0=%-#'#$%& I##0='+)0#& !KIFI7& )#&L'+%-100*&K'#'5'D&M)/&
'$'5%6)$&'#5&901)$2&-%/%'-$,& 30$4/%/&0#& )#+%-#'+)0#'1&60#%+'-2&/2/+%6&-%30-6*&(10G'1& )6G'1'#$%/&'#5&+,%&FNO&/466)+&
9-0$%//D&M%&$4--%#+12&.0-P/&'/&'&901)$2&'#'12/+&'+&Q0-%)(#&E33')-/&'#5&I#+%-#'+)0#'1&R-'5%&K'#'5'&!SQEIR7D&&
&
?0,#&@4-#%++&)/&'&T%('1&"33)$%-&)#&+,%&SQEIR&T%('1&@4-%'4&'#5&6%6G%-&03&+,%&K'#'5)'#&I#+%-#'+)0#'1&K04#$)1&!KIK7D&M%&,'/&
5%(-%%/& 3-06& +,%& U#)=%-/)+2& 03& R0-0#+0*& C$F)11& U#)=%-/)+2*& '#5& K0146G)'& U#)=%-/)+2& H$,001& 03& I#+%-#'+)0#'1& '#5& V4G1)$&
E33')-/&!HIVE7*&)#$145)#(&$0#$%#+-'+)0#&0#&94G1)$&)#+%-#'+)0#'1&1'.*&/49-'B#'+)0#'1&)#/+)+4+)0#/*&'#5&(10G'1&$011%$+)=%&'$+)0#D&
!

:)&8.!,-$%1!
!

"HFINEPK!$IWWLMMLIK.![3d/3\.!C'$-0%$0#06)$&I6G'1'#$%&V-0$%54-%&S'+'G'/%&NOWND!4FHMMESM@!"HFINEPK!
$IWWLMMLIK.!

6EFWPK!*PFMGPSS!;HKQ.![3d/3\.!R-'#/'+1'#+)$&R-%#5/&B&<%2&Q)#5)#(/D!=PMGLKZDIK`!7.$.@!6EFWPK!*PFMGPSS!;HKQ.!
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/3! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

'KDEFKPDLIKPS!*IKEDPFR!;HKQ.![3d/3\.!L0-15&>$0#06)$&"4+100P&S'+'G'/%/&"$+0G%-&NOWND!=PMGLKZDIK`!7.$.@!
'KDEFKPDLIKPS!*IKEDPFR!;HKQ.!

2"$7.![3d/3P\.!">KS&>$0#06)$&"4+100P&S'+'G'/%/&X0D&YWD!1PFLM@!2FZPKLJPDLIK!CIF!"OIKIWLO!$I_INEFPDLIK!PKQ!
7EVESINWEKD.!

2"$7.![3d/3T\.!">KS&>691026%#+&"4+100P&NOWND!1PFLM@!2FZPKLJPDLIK!CIF!"OIKIWLO!$I_INEFPDLIK!PKQ!
7EVESINWEKD.!

2"$7.![3d/3O\.!">KS&>$0#06)$&"4+100P&S'+'G'/%/&X0D&YND!1PFLM@!2FZPKLJPDLIK!CIF!"OIKIWLO!$I_INEFPDLIK!PKQ!
7EVESINWEKD.!

(
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/9! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

,'"-&!"+1!0"+%4-.$!2-)9&"0'-%.!
!
(
:@IE(b;>XD>K! LM!7LMDLKZHLMGEQ!;ESSIX!PD!DGE!$EKDFE!CIF!'KDEFKPDLIKPS!6IVEFKPKOE!'KKIVPDLIK.!!>LM!OHFFEKD!FEMEPFOG!
CIOHMEM! IK! LKDEFKPDLIKPS! NISLOR! OIIFQLKPDLIK! PKQ! CLKPKOLPS! MDPTLSLDR.! 'K! 3d//`! GE! OI_PHDGIFEQ! DGE! MNEOLPS! FENIFD`!
V-%=%#+)#(&K-)/%/&'#5&V-060+)#(&>$0#06)$&F-0.+,,  with  Paola  Subacchi,  Chatham  House’s  director  of  international  
EOIKIWLOM! FEMEPFOG.! ! 1PHS! FEOELVEQ! GLM! *.)O.! LK! EOIKIWLOM! CFIW! DGE! 8IKQIK! )OGIIS! IC! "OIKIWLOM! PKQ! 1ISLDLOPS!
)OLEKOE! LK! "KZSPKQ!PKQ!GLM!4.+.! LK! EOIKIWLOM! CFIW! DGE!%KLVEFMLDR!IC!=EMDEFK! 2KDPFLI! LK! 8IKQIK`!$PKPQP.! ;FIW!
3dd?!DI!3d/d`!1PHS!MEFVEQ!PM!MEKLIF!QENHDR!ZIVEFKIF!IC!DGE!4PKY!IC!$PKPQP.!!'K!PQQLDLIK!DI!GLM!NIMLDLIK!PD!$'6'`!1PHS!
LM! P!WEWTEF!IC! DGE!TIPFQ!IC! ZIVEFKIFM!IC! DGE!%KLVEFMLDR! IC!=EMDEFK!2KDPFLIb! MEKLIF!QLMDLKZHLMGEQ! CESSIX! LK! DGE!
;POHSDR!IC!1HTSLO!+CCPLFM`!$PFSEDIK!%KLVEFMLDRb!PKQ!P!MEKLIF!CESSIX`!$.!7.!>IXE!'KMDLDHDE.!

!

b@=BV(!I>X(eD<X;A@@<J`!GPM!TEEK!P!MEKLIF!CESSIX!PD!DGE!1EDEFMIK!'KMDLDHDE!MLKOE!3dd3.!>E!LM!PSMI!P!MEKLIF!PMMIOLPDE!
PD!DGE!,GIQLHW!6FIHN`!P!0EX!-IFY_TPMEQ!FEMEPFOG!CLFW.!4ECIFE!UILKLKZ!DGE!'KMDLDHDE`!GE!XIFYEQ!XLDG!DGE!7PKLMG!
*LKLMDFR!IC!7ECEKME`!DGE!%KLDEQ!0PDLIKM!LK!'FPe`!PKQ!LK!DGE!NFLVPDE!CLKPKOLPS!MEODIF.!>E!LM!P!ZFPQHPDE!IC!DGE!7PKLMG!
+FWRcM!)NEOLPS!)OGIIS!IC! 'KDESSLZEKOE!PKQ!8LKZHLMDLOM!XLDG!DGE!FPKY!IC! CLFMD! SLEHDEKPKDb! DGE!%KLVEFMLDR!IC!+PFGHM! LK!
+PFGHM`!7EKWPFYb!PKQ!$ISHWTLP!%KLVEFMLDR!LK!0EX!-IFY.!>E!LM!OIEQLDIF!IC!R-'#/'+1'#+)$&>$0#06)$&K,'11%#(%/&)#&'#&
>-'&03&F-0.)#(&C41+)901'-)+2! [3d/3\!PKQ!PHDGIF!IC!R,%&E$$%1%-'+)#(&S%$1)#%& )#&E6%-)$'Z/&M)(,BHP)11%5&L0-P30-$%;&
I691)$'+)0#/& 30-& I66)(-'+)0#& V01)$2! [3ddh\! PKQ! OIPHDGIF! IC! UH& V%#/)0#& :%30-6;& T%//0#/& 3-06& "+,%-& K04#+-)%/!
[3dd<\!PKQ!R-'#/30-6)#(&+,%&>4-09%'#&>$0#062![3dd9\.!>LM!OHFFEKD!FEMEPFOG!CIOHMEM!IK!"HFINEPK!EOIKIWLEM!PKQ!
FECIFW`!NEKMLIK!MRMDEWM!PKQ!POOIHKDLKZ!FHSEM`!QEWIZFPNGLOM`!ICCMGIFLKZ`!GLZG_MYLSSEQ!LWWLZFPDLIK`!PKQ!DGE!LWNPOD!
IC!LKCIFWPDLIK!DEOGKISIZR.!

!

9@E=BEH( e>DAM?! XPM! (LOE! $GPLFWPK! IC! 7EHDMOGE! 4PKY! 6SITPS! 6FIHN! PKQ! OHFFEKDSR! MEFVEM! PM! PK! +QVLMIF.!
$IKOHFFEKDSR`!7F.!5KLZGD! LM!(LMLDLKZ!1FICEMMIF! LK!;LKPKOE!PD! DGE!8IKQIK!)OGIIS!IC!"OIKIWLOM!PKQ!1ISLDLOPS!)OLEKOE!
PKQ!P!WEWTEF!IC!DGE!TIPFQ!IC!QLFEODIFM!IC!)XLMM!,E!6FIHN!+6.!!7F.!5KLZGD!MEFVEQ!PM!6EKEFPS!*PKPZEF!PKQ!$GLEC!
"^EOHDLVE!2CCLOEF!IC! DGE!4PKY! CIF! 'KDEFKPDLIKPS!)EDDSEWEKDM!QHFLKZ!3dd?_3dd:.!;FIW!/<<<!DI!3dd?!GE!XPM!)EKLIF!
7ENHDR!6IVEFKIF!IC!DGE!4PKY!IC!$PKPQP.!!;FIW!/<hg!DI!/<<<!7F.!5KLZGD!XPM!XLDG!DGE!'KDEFKPDLIKPS!*IKEDPFR!;HKQ`!
XGEFE!GE!GESQ!MEKLIF!NIMLDLIKM!LK!TIDG!FEMEPFOG!PKQ!INEFPDLIKM.!;FIW!/<h/!DI!/<hg!GE!DPHZGD!PD!DGE!%KLVEFMLDR!IC!
&IFIKDI! PKQ! DGE! 8IKQIK! )OGIIS! IC! "OIKIWLOM! PKQ! 1ISLDLOPS! )OLEKOE.! ! 7F.! 5KLZGD! GISQM! PK!>IKIHF! 4+! LK! 1ISLDLOPS!
)OLEKOE!PKQ!"OIKIWLOM!CFIW!DGE!%KLVEFMLDR!IC!&IFIKDI`!PKQ!*)O!["OIK\!PKQ!1G7!QEZFEEM! LK!EOIKIWLOM! CFIW!DGE!
8IKQIK! )OGIIS! IC! "OIKIWLOM! PKQ! 1ISLDLOPS! )OLEKOE.! >E! GPM! NHTSLMGEQ! XLQESR! LK! DGE! CLESQM! IC! WPOFIEOIKIWLOM`!
LKDEFKPDLIKPS!CLKPKOE!PKQ!TPKYLKZ.!

!

:@?<D=X(a;VEB>J!LM!PK!+MMIOLPDE!1FICEMMIF!PD!DGE!%KLVEFMLDR!IC!2DDPXP.!!>LM!E^NEFDLME!OIKOEFKM!eHEMDLIKM!FESPDLKZ!DI!
ZSITPS! EOIKIWLO! ZIVEFKPKOE! PKQ! LKDEFKPDLIKPS! PKQ! OIWNPFPDLVE! NISLDLOPS! EOIKIWR`! WIFE! MNEOLCLOPSSR! DGIME! DGPD!
QEPS!XLDG! LKDEFKPDLIKPS!CLKPKOE`! LKDEFKPDLIKPS!EOIKIWLO! LKDEZFPDLIK!PM!XESS!PM!THMLKEMM_ZIVEFKWEKD!FESPDLIKM.!>LM!
FEZLIKPS!E^NEFDLME!CIOHMEM!IK!"HFINE!PKQ!0IFDG!+WEFLOP.!4ECIFE!UILKLKZ!DGE!%KLVEFMLDR!IC!2DDPXP!LK!3dd:`!1PDFLOY!
XPM! PMMLMDPKD! NFICEMMIF! IC! LKDEFKPDLIKPS! THMLKEMM! PD! >"$! *IKDFpPS! PKQ! QLFEODIF! IC! DGE! ,pMEPH! pOIKIWLE!
LKDEFKPDLIKPSE![,"'\!PD!DGE!$EKDFE!QcpDHQEM!ED!QE!FEOGEFOGEM!LKDEFKPDLIKPSEM!QE!Sc%KLVEFMLDp!QE!*IKDFpPS![$",'%*\.!
>E!XPM!PSMI!VLMLDLKZ!MOGISPF!PD!DGE!'KMDLDHDE!CIF!,EMEPFOG!IK!1HTSLO!1ISLOR![',11\.!4ECIFE!EWTPFYLKZ!IK!GLM!POPQEWLO!
OPFEEF`!1PDFLOY!XIFYEQ!LK!POOIHKDLKZ!PKQ!PHQLDLKZ!CIF!"FKMD!o!-IHKZ![GE!GISQM!DGE!DLDSE!IC!$GPFDEFEQ!+OOIHKDPKD\!PM!
XESS!PM!LK!OIFNIFPDE!CLKPKOE!PKQ!MDFPDEZR!OIKMHSDLKZ!CIF!+FDGHF!+KQEFMEK!o!$I.!PKQ!)"$2,!$IKMHSDLKZ.!

!

F;B<A;(:@ABIE@?BK!LM!1FICEMMIF!IC!"HFINEPK!1ISLDLOM!PKQ!"OIKIWR!PD!DGE!7ENPFDWEKD!IC!'KDEFKPDLIKPS!o!"HFINEPK!
"OIKIWLO!)DHQLEM`!+DGEKM!%KLVEFMLDR!IC!"OIKIWLOM!o!4HMLKEMM!PKQ!(LMLDLKZ!1FICEMMIF!PD! DGE!$ISSEZE!IC!"HFINE! LK!
4FHZEM.! 'K!3d//_/3!GE!XPM!)EKLIF!+QVLMIF! DI!DGE!1FLWE!*LKLMDEF!PKQ!7LFEODIF!IC!)DFPDEZLO!1SPKKLKZ`!2CCLOE!IC! DGE!



!

+CDEF!DGE!"HFIJIKE!$FLMLM!–!1FIMNEODM!CIF!"HFINE!PKQ!4ERIKQ!
!

/g! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

1FLWE! *LKLMDEF! 8HOPM! 1PNPQEWIM.! ! >E! GISQM! P! 8PX! QEZFEE! CFIW! DGE! %KLVEFMLDR! IC! +DGEKM`! *.)O.! PKQ!7.1GLS.! LK!
1ISLDLOM!CFIW!DGE!%KLVEFMLDR!IC!2^CIFQ`!XGEFE!GE!XPM!P!,GIQEM!)OGISPF.!>LM!FEMEPFOG!PKQ!NHTSLOPDLIKM!CIOHM!IK!DGE!
"%!PKQ!)IHDGEFK!"HFINEPK!NISLDLOPS!EOIKIWR`!"HFINEPK!LKDEZFPDLIK`!EOIKIWLO!ZIVEFKPKOE`!DGE!NISLDLOPS!EOIKIWR!
IC!TPKYLKZ!PKQ!CLKPKOE`!NISLDLOM!IC!FECIFW.!!!>E!LM!P!WEWTEF!IC!DGE!>LZG!$IHKOLS!IC!DGE!"HFINEPK!%KLVEFMLDR!'KMDLDHDE!
LK!;SIFEKOE`!PKQ!GPM!MEFVEQ!LK!DGE!NPMD!PM!WEWTEF!IC!DGE!6FEEY!ZIVEFKWEKDcM!$IHKOLS!IC!"OIKIWLO!+QVLMIFM.!!>E!
GPM!SEODHFEQ!PD!MEVEFPS!HKLVEFMLDLEM!LKOSHQLKZ!2^CIFQ`!8)"`!>PFVPFQ`!-PSE`!0EX!-IFY!%KLVEFMLDR`!PKQ!1FLKOEDIK`!XGEFE!
GE!XPM!P!NIMDQIODIFPS!CESSIX![/<<:_<<\.!>LM!TIIY!F-%%$%Z/&X%.&V01)+)$'1&>$0#062;&H+'+%*&Q)#'#$%&'#5&F-0.+,&3-06&
V0/+.'-&+0&>CU!FEOELVEQ!DGE!+OPQEWR!IC!+DGEKM!PXPFQ!CIF!TEMD!TIIY!LK!EOIKIWLOM.!!

!

8B>K?@>_;( 4?;E_;>HfEE;<! GPM! TEEK! P! )EKLIF! &FPKMPDSPKDLO! ;ESSIX!XLDG! DGE! 6EFWPK!*PFMGPSS! ;HKQ! IC! DGE! %KLDEQ!
)DPDEM!LK!4EFSLK!MLKOE!3dd<.!4ECIFE`!MGE!MEFVEQ!PM!DGE!QLFEODIF!IC!DGE!4EFSLK!ICCLOE!CFIW!3ddg!DI!3dd<.!!;FIW!/<<9!
HKDLS!3ddg`!$IKMDPKJE!)DESJEKWqSSEF!XPM!PK!EQLDIF! LK!DGE!NISLDLOPS!MEODLIK!IC!DGE!>PWTHFZ!XEEYSR!7'"!]"'&.!;FIW!
/<<:! IKXPFQM`! MGE! XPM! QECEKME! PKQ! LKDEFKPDLIKPS! MEOHFLDR! EQLDIFb! NFEVLIHMSR`! MGE! OIVEFEQ! GHWPK! FLZGDM! LMMHEM`!
GHWPKLDPFLPK! OFLMEM! LK! +CFLOP! PKQ! DGE! 4PSYPKM`! PM! XESS! PM! LKDEFKPDLIKPS! OFLWLKPS! DFLTHKPSM.! )DESJEKWqSSEF! GISQM! P!
QIODIFPDE!LK!SPX!CFIW!DGE!%KLVEFMLDR!IC!4IKK![/<<3\`!P!*PMDEF!LK!1HTSLO!+QWLKLMDFPDLIK!CFIW!DGE!5EKKEQR!)OGIIS!IC!
6IVEFKWEKD!PD!>PFVPFQ!%KLVEFMLDR![/<::\`!PKQ!P!CLFMD!MDPDE!E^PWLKPDLIK!LK!SPX!CFIW!DGE!%KLVEFMLDR!IC!4IKK![/<:g\.!
;FIW!/<::_/<:<`!MGE!XPM!P!(LMLDLKZ!,EMEPFOGEF!PD!>PFVPFQ!8PX!)OGIIS.!)GE!XPM!P!6*;!$PWNHM!;ESSIX!PD!6FLKKESS!
$ISSEZE! LK! 'IXP`! P! =IIQFIX! =LSMIK! $EKDEF! 1HTSLO! 1ISLOR! )OGISPF! LK! =PMGLKZDIK`! 7$`! PKQ! P! WEWTEF! IC! DGE!
,EWPFeHE! ;IFHW! [P! OIKCEFEKOE! MEFLEM! IC! DGE! ,EWPFeHE! 'KMDLDHDE! PD! 0EX! -IFY! %KLVEFMLDR\.! $IKMDPKJE!
Stelzenmüller‘s!QLMMEFDPDLIK!(“7LFEYDE!7EWIYFPDLE!LK!QEK!(EFELKLZDEK!)DPPDEK!VIK!Amerika“)!XPM!NHTSLMGEQ!LK!/<<9!
TR! 0IWIM.! "MMPRM! PKQ! PFDLOSEM! TR! GEF! GPVE! PNNEPFEQ! PM! 6*;! NHTSLOPDLIKM`! PM! XESS! PM! LK!Q0-%)(#&
E33')-/`!I#+%-#'+)0#'1%&V01)+)P`!DGE!Q)#'#$)'1&R)6%/`!DGE!I#+%-#'+)0#'1&M%-'15&R-)G4#%&PKQ!H[55%4+/$,%&\%)+4#(.!)GE!LM!
P!FEZHSPF!ZHEMD!LK!+WEFLOPK!PKQ!"HFINEPK!&(!PKQ!FPQLI!MGIXM`!E.Z.!LK!1FEMMEOSHT![+,7\`!0PDLIKPS!1HTSLO!,PQLI!PKQ!
DGE!44$.!)DESJEKWqSSEF!OGPLFM! DGE!POPQEWLO!PQVLMIFR!TIPFQ!IC! DGE!6EFWPK!;IHKQPDLIK!IK!1EPOE!,EMEPFOG! [7);\.!
)GE! LM! OGPLFXIWPK!IC! DGE!6EFWPK!MEODLIK!IC!=IWEK! LK! 'KDEFKPDLIKPS!)EOHFLDR`!='').QE.!)GE! LM!P!WEWTEF!IC! DGE!
PQVLMIFR!TIPFQ!IC!DGE!1FIDEMDPKD!+OPQEWR!IC!4EFSLK_4FPKQEKTHFZ`!PKQ!P!ZIVEFKIF!IC!DGE!7LDOGSER!;IHKQPDLIK.!

!!

9@>C<;J(cdEEH;<!GPM!TEEK!P!WEWTEF!IC!DGE!6EFWPK!4HKQEMDPZ!CIF!DGE!)IOLPS!7EWIOFPDLO!1PFDR![)17\!MLKOE!3dd3.!
>E! OHFFEKDSR! MEFVEM! IK! DGE! ;LKPKOE! $IWWLDDEE! PKQ! LM! P! QENHDR! WEWTEF! IK! DGE! $IWWLDDEE! IK! "OIKIWLO!
$IINEFPDLIK!PKQ!7EVESINWEKD.!*F.!]rSSWEF!LM!PSMI!P!WEWTEF!IC!DGE!)17!NPFSLPWEKDPFR!OIWWLDDEEM!IK!;LKPKOE!PKQ!
IK!6SITPS!"OIKIWR.!>E!MEFVEM!IK!DGE!+QWLKLMDFPDLVE!$IHKOLS!IC!DGE!;EQEFPS!;LKPKOLPS!)HNEFVLMIFR!+HDGIFLDR.!1FLIF!
DI!GLM! CEQEFPS!NISLDLOPS! OPFEEF`!*PKCFEQ!]rSSWEF!XPM!P! DEPOGEF!PD!PK!PQHSD!GLZG! MOGIIS!PKQ!P!WEWTEF!IC! DGE!OLDR!
OIHKOLS!IC!=HNNEFDPS![/<:<!–!3dd3\.!

!

 

!
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!

/B! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

"++%5/!4-.$!)#!#&%;(%+$43!(.%1!$%&7.!
!

*M;("I<B_B>;(

+! WIKEDPFR! HKLIK! OIVEFLKZ! /h! IC! 3h! "HFINEPK! WEWTEF! OIHKDFLEM.! *IKEDPFR! NISLOR! CIF!
DGEME!/h!OIHKDFLEM!LM!MED!TR!DGE!"HFINEPK!$EKDFPS!4PKY!LK!;FPKYCHFD`!6EFWPK.!*EWTEFM!IC!
DGE!"HFIJIKE!LKOSHQE@!(+HMDFLP`!4ESZLHW`!$RNFHM`!"MDIKLP`!;LKSPKQ`!;FPKOE`!6EFWPK`!6FEEOE`!
'FESPKQ`!'DPSR`!8H^EWTIHFZ`!*PSDP`!DGE!0EDGEFSPKQM`!1IFDHZPS`!)SIVPYLP`!)SIVEKLP`!PKQ!)NPLK. 
 
+!CHFDGEF!g!MWPSS!"HFINEPK!OIHKDFLEM!PSMI!HME!DGE!"HFI`!THD!GPVE!KI!FISE!LK!LDM!ZIVEFKPKOE.!
!

"=B>BHD=(
%J^IK?H;>?(
:<BA<@HH;(

The   official   name   given   to   the   ‘bailouts’   and   reform   packages   provided   to   struggling  
"HFIJIKE! WEWTEFM.! ;LKPKOLKZ! GPM! TEEK! NFIVLQEQ! TR! P! MEFLEM! IC! LKVEMDWEKD! VEGLOSEM!
INEFPDEQ!TR!DGE!"%i"HFIJIKE![LK!DPKQEW!XLDG!CLKPKOLKZ!CFIW!DGE!'*;\!MLKOE!DGE!TEZLKKLKZ!
IC!DGE!"HFIJIKE!OFLMLM.!&GEME!LKOSHQE@!DGE!"HFINEPK!;LKPKOLPS!)DPTLSLDR!*EOGPKLMW![";)*\`!
DGE! "HFINEPK! ;LKPKOLPS! )DPTLSLDR! ;POLSLDR! [";);\`! PKQ! DGE! KEXSR_OFEPDEQ! [PKQ! NEFWPKEKD\!
"HFINEPK!)DPTLSLDR!*EOGPKLMW![")*\.!
!
&I!QPDE!CLVE!"HFIJIKE!*EWTEFM!GPVE!FEOELVEQ![IF!PFE!LK!NFIOEMM!IC!KEZIDLPDLKZ\!CLKPKOLKZ!
CFIW! IKE! IC! DGEME! DGFEE! LKVEMDWEKD! VEGLOSEM.! &GEME! OIHKDFLEM! PFE@! 6FEEOE`! 'FESPKQ`!
1IFDHZPS`!)NPLK`!PKQ!$RNFHM.!8PDVLP`!P!WEWTEF!IC!DGE!"HFINEPK!"^OGPKZE!,PDE!*EOGPKLMW!
''![",*!''\!PKQ!GEKOE!NEZZEQ!DI!DGE!"HFI![PKQ!XGLOG!FEOEKDSR!VIDEQ!DI!CIFWPSSR!PQIND!DGE!
OHFFEKOR\`!PSMI!FEeHEMDEQ!P!UILKD!'*;_"%!NFIZFPWWE!CISSIXLKZ!DGE!6SITPS!;LKPKOLPS!$FLMLM.!

"I<BVB>JK!

+! CIFW! IC! FLMY_MGPFLKZ! LK! XGLOG! DGE! "HFIJIKE! ["]\! OIHKDFLEM! XIHSQ! LKQLVLQHPSSR! IF!
OISSEODLVESR! LMMHE! QETD! LKMDFHWEKDM! E^NSLOLDSR! TPOYEQ! TR! DGE! CHSS_XELZGD! PKQ! DFHMD! IC! DGE!
EKDLFE! OHFFEKOR! TSIO.! 4EOPHME! MHOG! MEOHFLDLEM! XIHSQ! FEMHSD! LK! IKE! LKDEFEMD! FPDE! CIF! DGE!
EKDLFE! "HFIJIKE`! LD! GPM! TEEK! PFZHEQ! DGPD! DGELF! HDLSLJPDLIK! XIHSQ! FEMHSD! LK! PK! LKQLFEOD!
DFPKMCEF!IC!XEPSDG! CFIW!OIFE!OIHKDFLEM! [XLDG!MDFIKZ!OFEQLD! FPDLKZM\! DI!NEFLNGEFR!OIHKDFLEM!
[XLDG!XEPYEF!OFEQLD! FPDLKZM\.!>IXEVEF`! LD! OPK!PSMI!TE!PFZHEQ! DGPD! DGE!OHFFent   ‘artificially’  
high   interest   rates   in   the  periphery,  paired  with   the   ‘artificially’   low   interest   rates   in   the  
OIFE!GPVE!SEQ!DI!P!DFPKMCEF!IC!XEPSDG!CFIW!DGE!NEFLNGEFR!DI!DGE!OIFE.!

"I<BN;@>(4?@VDED?W(
9;=M@>DKH(Q"49S(

+K! LKVEMDWEKD! VEGLOSE! QEMLZKEQ! DI! NFIVLQE! SLeHLQLDR! MHNNIFD! DI! "HFIJIKE! WEWTEFM!
E^NEFLEKOLKZ!MEVEFE!THQZEDPFR`! CLKPKOLPS!MEODIF`!IF!TPSPKOE!IC!NPRWEKDM!NFITSEWM.!8IPKM!
CFIW! DGLM! CHKQ! PFE! HMHPSSR! PDDPOGEQ! DI! P! FECIFW! IF! OIKQLDLIKPSLDR! NFIZFPWWE! QEMLZKEQ!
UILKDSR! TR! DGE! "HFINEPK! $IWWLMMLIK`! DGE! "$4`! PKQ! DGE! '*;! [OISSEODLVESR! YKIXK! PM! DGE!
&FILYP\.! &I! QPDE`! DGE! ")*! OPK! IKSR! SEKQ! QLFEODSR! DI! ZIVEFKWEKDM! PKQ! OPKKID! QLFEODSR!
FEOPNLDPSLJE! CLKPKOLPS! LKMDLDHDLIKM.! &GLM! GPM! TEOIWE! PK! LWNIFDPKD! LMMHE! IC! OIKDEKDLIK!
TEDXEEK! WEWTEFM.! $IWTLKEQ! XLDG! CHKQM! PSFEPQR! LMMHEQ! TR! LDM! NFEQEOEMMIF! LKMDLDHDLIKM!
[DGE!";);!PKQ!";)*\`!DGE!")*!GPM!FEMIHFOEM!DIDPSSR!hdd!40!"HFIM.!
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!

/h! $PKPQLPK!'KDEFKPDLIKPS!$IHKOLS!

2>?;<>@E(
1;G@EI@?DB>(

+!CIFW!IC!FEPS!E^OGPKZE!FPDE!QENFEOLPDLIK!LK!XGLOG!DGE!PQUHMDWEKD!IOOHFM!DGFIHZG!OGPKZEM!
LK! FESPDLVE! NFLOE! SEVESM! TEDXEEK! OIHKDFLEM! FPDGEF! DGPK! DGFIHZG! DGE! KIWLKPS! [IF! WPFYED\!
E^OGPKZE! FPDE.! &GLM! ICDEK! FEeHLFEM! DGE! QECLOLD! OIHKDFR! [L.E.! DGE! OIHKDFR! HKQEFDPYLKZ! DGE!
QEVPSHPDLIK\!DI!HKQEFZI!QECSPDLIK!IF!QLMLKCSPDLIK.!&GE!FEMHSD!LM!HMHPSSR!P!MHMDPLKEQ!NEFLIQ!IC!
EOIKIWLO!OIKDFPODLIK!IF!MDPZKPDLIK!FESPDLVE!DI!LC!PQUHMDWEKD!IOOHFFEQ!DGFIHZG!DFPQLDLIKPS!
KIWLKPS! E^OGPKZE! FPDE! QEVPSHPDLIK.! 'K! DGEIFR`! LC! DGE! MHFNSHM! OIHKDFR! LM! XLSSLKZ! DI! LKCSPDE!
[DGFIHZG!QIWEMDLO!EOIKIWLO!E^NPKMLIK\!XGLSE!DGE!QECLOLD!OIHKDFR!LM!QECSPDLKZ`!DGE!THFQEK!
IC!PQUHMDWEKD!OPK!TE!MGPFEQ.!&GE!PTMEKOE!IC!MHOG!P!MRWWEDFLO!PQUHMDWEKD!WEOGPKLMW!GPM!
TEOIWE!P!WPDDEF!IC!GEPDEQ!QETPDE!XLDGLK!DGE!"HFIJIKE.!

!DK=@E($>DB>(

The   integration   of   the   spending   and   taxation   policies   of   ‘sub_national’   units   under   the  
PHMNLOEM!IC! P! MLKZSE! ‘supra_national’   or  national   institution.   In   the   case  of   the  EU  and/or  
"HFIJIKE!DGLM!XIHSQ!WIMD!SLYESR!IOOHF!TR!DFPKMCEFFLKZ!P!OEFDPLK!QEZFEE!IC!OIKDFIS!IVEF!CLMOPS!
NISLOR!DI!DGE!"%!$IWWLMMLIK!IF!PKIDGEF!"%!LKMDLDHDLIK.!;LMOPS!HKLIKM!PFE!ICDEK!QEMLZKEQ!DI!
PSSIX! QLFEOD! IF! LKQLFEOD! DFPKMCEF! NPRWEKDM! CFIW! XEPSDGLEF! FEZLIKM! DI! NIIFEF! IKEM! [".Z.!
$PKPQP\.!'K!DGE!OPME!IC!"]!DGLM!OIHSQ!IOOHF!DGFIHZG!DGE!LMMHPKOE!IC!"HFITIKQM!TR!KPDLIKPS!
ZIVEFKWEKDM!IF!THLSD_LK!NFIZFEMMLVLDR!IC!P!OIWWIK!CLMOPS!THQZED.!

#@>XD>A($>DB>(

&GE! LKDEZFPDLIK!IC! CLKPKOLPS!MHNEFVLMLIK`! FEZHSPDIFR`!PKQ!FEMISHDLIK!NIXEFM!HKQEF!P!MLKZSE!
IF! MED! IC! KPDLIKPS! IF! MHNFP_KPDLIKPS! ZIVEFKPKOE! LKMDLDHDLIK.! 4PKYLKZ! HKLIKM! HMHPSSR! PFE!
OGPFPODEFLJEQ!TR!P! SPFZE!QEZFEE!IC! FLMY_MGPFLKZ! LK! DGE! CIFW!IC!OIWWIK!QENIMLD! LKMHFPKOE!
PKQ! MGPFEQ! E^NIMHFE! DI! PKR! TPKY! FEOPNLDPSLJPDLIK! NFIZFPWM.! 4PKYLKZ! %KLIKM! PFE! ICDEK!
PFZHEQ!DI!TE!DGE!KPDHFPS!OIWNSEWEKD!DI!P!WIKEDPFR!HKLIK.!!

*<BDX@(

+!DEFW!HMEQ!DI!QEMOFLTE!DGE!UILKD!HKQEFDPYLKZM!IC!DGE!"HFINEPK!$IWWLMMLIK`!DGE!"HFINEPK!
$EKDFPS! 4PKY`! PKQ! DGE! 'KDEFKPDLIKPS! *IKEDPFR! ;HKQ.! 7HFLKZ! DGE! "]! OFLMLM! DGE! DGFEE!
LKMDLDHDLIKM! GPVE! DPYEK! UILKD! IXKEFMGLN! IVEF! NFIVLQLKZ! CLKPKOLPS! PMMLMDPKOE! DI! XEPYEF! "]!
WEWTEFM!PKQ!OFPCDLKZ!DGE!OIKQLDLIKPSLDR!NFIZFPWWEM!PDDPOGEQ!DI!DGEME!FEMIHFOEM.!

5I?<DAM?(9B>;?@<W(
*<@>K@=?DB>K(

Q59*S(

+!KEX!WIKEDPFR!NFIZFPW!EMDPTSLMGEQ!TR!DGE!"HFINEPK!$EKDFPS!4PKY!HKQEF!DGE!SEPQEFMGLN!
IC!*PFLI!7FPZGL.! &GE! MDPDEQ! PLW!IC! DGE!2*&!NFIZFPW! LM! DI! FE_establish   the   ‘oneness’   of  
WIKEDPFR!NISLOR!XLDGLK!DGE!OIWWIK!OHFFEKOR.!'K!IDGEF!XIFQM`!DGE!NFIZFPW!LM!QEMLZKEQ!DI!
FEWIVE! DGE! OIWNIKEKD! IC! DGE! FLMY! NFEWLHW! PDDPOGEQ! DI! NEFLNGEFR! TIKQ! RLESQM! DGPD! LM!
IXEQ! DI! DGE! QIHTDM! IC! WPFYED! PODIFM! IVEF! DGE! CHDHFE! MHFVLVPS! IC! DGE! "HFIJIKE.! ! 2KOE!
PODLVPDEQ`! DGE! "$4! XLSS! LKDEFVEKE! LK! DGE! INEK! WPFYED! DI! GISQ! QIXK! DGE! RLESQM! IK! DGE!
ZIVEFKWEKD!MEOHFLDLEM!IC!DGE!FEeHEMDLKZ!OIHKDFR.!&GE!NFIZFPW!GPM!RED!DI!TE!HDLSLJEQ`!PKQ!
PKR!CHDHFE!HME!XLSS!TE!OIKDLKZEKD!IK!DGE!FEeHEMDLKZ!OIHKDFR!PZFEELKZ!DI!P!OIWNFEGEKMLVE!
FECIFW!NPOYPZE!XLDG!DGE!"%!$IWWLMMLIK![PKQ!NIDEKDLPSSR!DGE!'*;\.!
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&GE!ITUEODLVE!IC!DGE!$'$!2DDPXP!;IFELZK!1ISLOR!'KLDLPDLVE!LM!DI!EKZPZE!
ZIVEFKWEKD!QEOLMLIK!WPYEFM!LK!P!QLPSIZHE!IK!LWNIFDPKD!CIFELZK!NISLOR!
LMMHEM! XLDG! IHDMLQE! E^NEFDM! CFIW! 2DDPXP! PKQ! TERIKQ.! ! +! VISHKDEEF!
IFZPKLMPDLIK`! XE! QI! DGLM! WPLKSR! DGFIHZG! NFLVPDE! MEWLKPFM`! NHTSLO!
MEWLKPFM! PKQ!NEFLIQLO! OIKCEFEKOEM.! ! &GE! LKLDLPDLVE! LM! MHNNIFDEQ!TR!P!
ZFPKD! CFIW! DGE! 'KDEFKPDLIKPS!7EVESINWEKD! ,EMEPFOG!$EKDFE! PKQ! DGE!
ZHLQPKOE!IC!PK!PQVLMIFR!OIHKOLS!OGPLFEQ!TR!*ES!$PNNE.!

!
! !

&GE! ;FLEQFLOG_"TEFD_)DLCDHKZ! LM! P! KIK_NFICLD! 6EFWPK! NISLDLOPS!
CIHKQPDLIK!OIWWLDDEQ!DI!DGE!PQVPKOEWEKD!IC!NHTSLO!NISLOR!LMMHEM!LK!
DGE!MNLFLD!IC!DGE!TPMLO!VPSHEM!IC!MIOLPS!QEWIOFPOR!DGFIHZG!EQHOPDLIK`!
FEMEPFOG`! PKQ! LKDEFKPDLIKPS! OIINEFPDLIK.! &GE! CIHKQPDLIK`!
GEPQeHPFDEFEQ! LK! 4IKK! PKQ! 4EFSLK`! XPM! CIHKQEQ! LK! /<3g! PKQ! LM!
KPWEQ! PCDEF! ;FLEQFLOG! "TEFD`! 6EFWPKRcM! CLFMD! QEWIOFPDLOPSSR! ESEODEQ!
NFEMLQEKD. 

 
!

#@E@>=;(BC(
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&GE!DEFWM!FECEFM!DI!DGE!MDPDLMDLOPS!MRMDEW!DGFIHZG!XGLOG!EOIKIWLO!DFPKMPODLIKM!IOOHFFLKZ!
QHFLKZ! MNEOLCLO! DLWE! NEFLIQM! TEDXEEK! PK! EOIKIWR! PKQ! DGE! FEMD! IC! DGE! XIFSQ! OPK! TE!
MHWWPFLMEQ!LK!P!MRMDEWPDLO!XPR![ICCLOLPS!'*;!QECLKLDLIK\.!&GE!4I1!LM!QEVLMEQ!PM!P!KPDLIKPS!
TPSPKOE!MGEED!OIWNFLMEQ!IC!DXI!ICCMEDDLKZ!OISHWKM@!IKE!EKOIWNPMMLKZ!DFPKMPODLIKM!IK!DGE!
OHFFEKD! POOIHKD! [DFPQE! LK! ZIIQM! PKQ! MEFVLOEM`! PKQ! KED! LKDEFKPDLIKPS! LKVEMDWEKD! LKOIWE\!
PKQ!P!MEOIKQ!EKOIWNPMMLKZ!DFPKMPODLIK!IK!DGE!OPNLDPS!POOIHKD![DFPQE!LK!CLKPKOLPS!PKQ!FEPS!
PMMEDM\.!+!OIHKDFR!DGPD!LM!MPLQ!DI!TE!E^NEFLEKOLKZ!4I1!QLCCLOHSDLEM!LM!IKE!DGPD!LM!MDFHZZSLKZ!DI!
MHOOEMMCHSSR!CHKQ!P!OHFFEKD!POOIHKD!QECLOLD!DGFIHZG!POOEMM!DI!LKDEFKPDLIKPS!OPNLDPS.!

"I<BN;@>(!DK=@E(
8BHN@=?(QB<(!DK=@E(
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+K!LKDEFZIVEFKWEKDPS!DFEPDR!OHFFEKDSR!MLZKEQ!TR!3g!IC!DGE!3h!"%!WEWTEF!OIHKDFLEM!PKQ!PSS!
IC!"HFIJIKE!WEWTEFM.! 'D! LM!QEMLZKEQ! DI!TE!P!WIFE! FLZLQ!VEFMLIK!IC! DGE!NFEVLIHM!)DPTLSLDR!
PKQ!6FIXDG!1POD.!'DM!IVEFPFOGLKZ!ZIPS!LM!LKMHFE!PNNFINFLPDE!CLMOPS!QLMOLNSLKE!IC!"%!WEWTEFM.!
2KOE!CHSSR!LK!ECCEOD`!DGE!DFEPDR!XLSS!FEeHLFE!OIHKDFLEM!DI!WPLKDPLK!CLMOPS!QECLOLDM!TESIX!?l!IC!
671`!ZFIMM!ZIVEFKWEKD!QETD!TESIX!Bdl!IC!671`!PKQ! MDFHODHFPS! CLMOPS!QECLOLDM!TESIX!d.g_
/.dl!IC!671.!&GE!FEZHSPDLIKM!OIKDPLKEQ!XLDGLK!DGE!DFEPDR!PFE!EKCIFOEPTSE!TR!DGE!"HFINEPK!
$IHFD!IC!fHMDLOE!DGFIHZG!DGE!LWNIMLDLIK!IC!NEKPSDLEM!–!HN!DI!P!WP^LWHW!IC!d./l!IC!671.!+SS!
future  ‘bailouts’  through  the  ESM  will  be  contingent  on  the  applying  country’s  ratification  
PKQ!LWNSEWEKDPDLIK!IC!DGE!DFEPDR.!!
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*M;(8@>@JD@>(2>?;<>@?DB>@E(8BI>=DE(Q828S!is  Canada’s  foreign  relations  
OIHKOLS.!'D!LM!PK!LKQENEKQEKD`!WEWTEF_TPMEQ!OIHKOLS!EMDPTSLMGEQ!DI!MDFEKZDGEK!
Canada’s  role  in  international  affairs.  &GE!$'$!FECSEODM!DGE!LQEPM!PKQ!LKDEFEMDM!IC!P!
TFIPQ!OIKMDLDHEKOR!IC!$PKPQLPKM!XGI!TElieve  that  a  country’s  foreign  NISLOR!LM!KID!
PK!EMIDEFLO!OIKOEFK!IC!E^NEFDM!THD!QLFEODSR!PCCEODM!DGE!SLVEM!PKQ!NFIMNEFLDR!IC!LDM!
OLDLJEKM.!&GE!$'$!HMEM!LDM!QEEN!GLMDIFLOPS!FIIDM`!LDM!OFIMMOIHKDFR!KEDXIFY`!PKQ!LDM!
PODLVE!FEMEPFOG!NFIZFPW!DI!PQVPKOE!QETPDE!IK!LKDEFKPDLIKPS!LMMHEM!POFIMM!
POPQEWLO!QLMOLNSLKEM`!NISLOR!PFEPM`!PKQ!EOIKIWLO!sectors.  The  CIC’s  digital  media  
NSPDCIFW`!2penCanada.org,  is  Canada’s  hub  CIF!LKDEFKPDLIKPS!affairs.  The  CIC’s  
FEMEPFOG!NFIZFPW!LM!WPKPZEQ!TR!DGE!KPDLIKPS!ICCLOE!LK!&IFIKDI.!'DM!/B!TFPKOGEM!
Pcross  Canada  offer  CIC  members  speakers’!NFIZFPWM`!MDHQR!ZFIHNM`!OIKCEFEKOEM`!
PKQ!MEWLKPFM.!&GE!INLKLIKM!E^NFEMMEQ!LK!DGLM!FENIFD!PFE!DGIME!IC!DGE!PHDGIF!PKQ!
QI!KID!KEOEMMPFLSR!FECSEOD!DGE!VLEXM!IC!DGE!$PKPQLPK!'KDEFKPDLIKPS!$IHKOLS`!LDM!
OIFNIFPDE!MNIKMIFM!IF!LDM!TIPFQ!IC!QLFEODIFM.!
!
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