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How do you think Portugal is doing during this crisis?

We know the global crisis. We know the European crisis and we know that of
course those economies which are service-based, those economies which are big
producers of tourism, of course are going to be harder hit than those
economies which are maybe more manufacturing-based, less dependent on what we
call high-contact sectors such as tourism, recreation and entertainment.

So in that context, Portugal of course is very much a part of the wider
European experience. Some countries have suffered less than others, but from
an ECB perspective, the bigger picture is, it’s a collective European
recession. It’s a collective European shock and essentially the monetary
policy we’re following, I think, is there for all member countries.

So can you tell us how long will it take for Portugal to recover from this
crisis?
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Well I can tell you what our baseline is, which by the way has been
reinforced, I think, by the good news about the initial indicators from the
vaccine result. We have since spring taken the view that this is going to
take all of next year, all of 2021, for essentially these medical solutions.
So whether the vaccine improved the treatment of those who contract the
virus, we do think that all of next year there will be interruptions to
normal life, but by the end of next year, early 2022, I think there should be
a return to normalisation. Even at that point, in early 2022, there is still
going to be incomplete recovery. So in our modelling, in our most recent
models in September, we took the view it’s going to be late 2022 before the
European economy has returned to where it was before the pandemic. So at one
level, we still have a bridge to close over this year, 18 months before then.
So it’'s that kind of timeline, a year to 18 months, which is at one level
still a significant period, but we also can see the light at the end of the
tunnel.

You have talked about tourism services, but Portugal has a great deal of
small and medium-sized enterprises. Do you think that’s also a problem?

So, I think there’s a lot of variation across the different industries. So of
course, maybe it’s interesting to think about this year that we saw in the
spring very heavy lockdowns and a lot of disruption to many activities. Then
when there is some relaxation there was a fairly good recovery in some
sectors, less so in other sectors. So I think it very much depends on
business sector, but what is true is individual firms do face a challenge
here. The loss of revenue, especially if you’re a firm which is in a low-
margin industry, is an issue and that’s why the low interest rate policy and
the credit support policies that we are following, and many governments are
following, are important. But let me emphasise again the most important issue
for the recovery is whether these economic sectors recover. So in other
words, it’s not the case that every firm necessarily will survive, but if the
sectors in the aggregate recover, then there will also be new opportunities,
but I think the prospects for most sectors should be fairly good. It’'s not
the case that this pandemic should permanently damage the economic capacity
of Europe or Portugal.

Are Portuguese banks solid enough to face this crisis?

So, I think we always take a pan-European perspective and let me again come
back to these basic realities: Number one: the European banking system in
general entered this crisis with much higher levels of reserves and capital
compared to the last crisis. And it’s also the case when we think that
there’s only another year or year-and-a-half in terms of recovery to go, the
challenges for the banking system are much less now compared to the trauma
that so many European countries faced in the last crisis. So it’'s important
to accept that there will be challenges for our banking systems across
Europe, but also to put into proportion that the challenge on this occasion
is not in the same category as the challenges of the last crisis.

In doing a lot of work with the NPLs, do you think we will have this problem
to deal with again and because of this crisis?



So, let me again repeat that, yes, it has been the case that there will be
some degree of non-performing loans because of the size of this pandemic and
recession. On the other hand, the fact that so many countries now have a lot
of experience in handling non-performing loans does mean that there is more
of a recipe, more of a playbook, more experience now in how to address this.
So again, I think it’'s important that everyone has a good understanding of
the size of this challenge. To put it into proportion, there will be non-
performing loan challenges across Europe. That’s why the supervisors of the
European system and the banks themselves, everyone is paying attention, but
it is not the core of the economic problem. The core of the economic problem
is the pandemic itself. Please remember also, given the very low interest
rates, the credit support of the ECB and across Europe a lot of fiscal
support — there’s a lot of policy reactions. So again, it’s important to put
this into..

I want to talk about them in a bit. Let me just ask you, how does the
pandemic impact public finances?

So what we have here is, again coming back to the most basic point, the
pandemic is a large shock, but it’s temporary in nature. It’s a very
different situation when you see countries running large deficits for a year
or two of that nature. A short period of large deficits is something I think
that can be understood and can be seen as a very correct and natural response
to the pandemic emergency. Again, going back to previous crises, the problem
with previous crises were, if you like, unresolved fiscal problems. If you
have an open-ended fiscal problem then you need some kind of adjustment
programme. On this occasion, when the European economy recovers next year or
the year after, then a lot of tax revenue will recover and a lot of the
temporary support schemes that are in place now will naturally expire. So, if
you like, we do think that this is a short period of large deficits. Yes,
there will be more public debt at the end of this, but in fact that is the
correct response to this type of pandemic emergency.

Do you think our finances are in good shape to deal with this crisis right
now?

So again, it’s very important to put that into the correct analytical
framework, which is when we have a situation when across Europe public debt
ratios will go up, but in the context of interest rates that are much lower
than 10 or 15 years ago, in the context of predictions of a good recovery in
GDP, then the nature of the scale, the dimension of this issue is much more
contained. So it’'s something of course a few years from now, the value of
having some fiscal capacity, some spare room in fiscal space if you like,
will need to be rebuilt. We know that, but again, let me put this in an
entirely different category to the difficult fiscal challenges many European
countries faced ten years ago.

Portugal’s public debt is around 130 percent GDP, could there be another debt
crisis?

So again, I think it’'s very important to put that in the correct context.
Again, let me return to those fundamentals. Across Europe I think this



pandemic is much more easily classified as a common general pan-European
problem to take on. Across Europe there will be significant increase in
public debt, but when you look at the very low interest rates right now, the
cost of making the payments on this debt in the years to come will be quite
contained. If you look at the market, the market also thinks that this can be
handled. There is no reason to believe that this has some kind of intrinsic
dynamic that will lead us to a return of the conditions of ten years ago. So
I think it’s important always to remember this analysis is based on a short
number of years of high deficits and as the economy recovers, then the tax
revenue comes back, the temporary spending programmes get rolled down and we
can return to stabilisation of public finances. So it’s going to be an
extraordinary period fiscally, no doubt about that, but I think it’s
important that the correct response to this crisis is significant fiscal
support. Yes, there will be more public debt, but in the context of very low
interest rates, in the context of the macroeconomic environment, the
assessment should be that this is something that is sustainable.

ECB projects eight percent recession this year and five percent growth next
year. Within the middle of the second wave, do you think this is realistic
with all the restrictions Europe is facing during this second wave?

So I think it’s important to take into account that the middle of this year,
the summer and early autumn were stronger than we expected. So yes, it looks
like the last weeks of this year are going to be worse than expected, but
when you average all of that out in terms of the overall 2020 performance,
let’'s see if it makes a big difference to our current projections. I think
it’'s a bit early to tell.

Will there be a correction of these numbers or will they stay the same?

Well we update every three months. So we have numbers in early September.
We’'ll have numbers in early December. So it’'s too early for us to comment on
that now. I'll just say that as a matter of calculation, the fact that the
summer and early autumn went better than expected does mean that when you
make that revision, there will be for sure some kind of adjustment for this
final quarter, but when you add it all up for the performance in 2020, let’s
see. And then when you think about next year, I think you have to remember
probably the assessment now is there may well be more restrictions on social
activity in the first part of 2021. On the other hand, to the extent the
vaccine gets rolled out over the course of 2021, the overall impact on the
speed of recovery which again, as I said to you earlier on, it’s going to be
some mix of 2021 and 2022. Let’s see if there needs to be much change to that
general profile. Near term yes, of course near term what it looks like for
the rest of November, the rest of December and so on, yes, it’s going to look
worse than we might have expected, but in terms of the cumulative net impact
over the coming months over the next year or so, I think we’ll come to that
in mid-December around.

Will the euro area have extra support from the ECB in December?

Well you’'ve already heard most recently from President Lagarde, basically
giving you the bottom line on this: we know what Europe needs in this period



is for the ECB to underpin favourable financing conditions. We know that
whether it’s for corporates, for households or very importantly right now for
governments, that low interest rates, access to credit is so important.

So will the bond buying..?

So we will think about deciding what is needed to deliver that. That’'s why we
say we want to recalibrate our policies in December.

So will the bond-buying programme become a traditional Central Bank tool?

Well I think by the way, globally you’'ve seen all central banks around the
world or virtually all central banks doing a lot of quantitative easing right
now. So yes, that is the trend in central banking and of course, as you know,
we have a strategy review right now which will continue into next year. But
again, I think how we choose to deliver favourable financing conditions
across our different policies of course it’'s interesting and technically
important from a central bank point of view, but from the point of view of
the real economy, the bigger or the most important message to get across is
our intention is to ensure favourable financing conditions. This pandemic is
tough enough — we shouldn’t add to it by having to deal with some kind of
credit freeze, having to deal with rising interest rates. So our orientation
is to keep financing conditions favourable.

The ECB has €1.3 billion to buy bonds. Will it be bigger?

So under the pandemic emergency purchase programme, the PEPP, right now the
size of that programme is €1.35 trillion, but of course we have other
programmes as well. Again, it’s not so much the overall number that matters.
What matters is are we delivering our objective which is to keep financing
conditions favourable? So I don’t think from a point of view of any
household, firm or government, the focus should be on some particular number,
because what we always say is, we stand ready to adjust. We always will have
some kind of plan, some kind of programme, some kind of volume of purchases,
but that basically can always be adjusted to deliver what we need to for
those favourable financing conditions.

We’re running out of time, but I have one more question for you. The ECB aims
that inflation rates close to two percent, will this goal change?

Well that’s part of the review, but I think it’s fair to say around the world
there’s a fairly narrow range of choices made by central banks or made by
governments. So I think it’s too early to give out a final answer. The range
of options there remains fairly narrow. So I think there’s not going to be
any big revolution in that topic. Let’s see what we end up with, but behind
that it’s really the most important commitment for the ECB is to make sure
that whether it’s a pandemic, whether it’s normal times that we deliver price
stability, we support the economy of Europe and we make sure that the central
bank is doing its job in support of the European Union.

Thank you for being with us in RTP 3.



Press release — Solidarity Fund: €823
million in EU aid for eight member
states

European Parliament

The €823 million in aid from the European Union Solidarity Fund (EUSF) will
be distributed as follows:

e More than €132.7 million to be made in advance payments to Germany,
Ireland, Greece, Spain, Croatia, Hungary, and Portugal in response to
the major public health emergency caused by the COVID-19 pandemic in
early 2020.

e Croatia will receive €683.7 million to help the country deal with the
devastating effects of the earthquake in Zagreb and the surrounding area
in March 2020. A first disbursement of €88.9 million was already
released in August 2020.

e More than €7 million will go to Poland to assist with reconstruction
efforts following floods in the Podkarpackie Voivodeship province in
June this year.

EU Solidarity Fund modified in response to COVID-19

As part of the Coronavirus Response Investment Initiative (CRII), in 2020 the
scope of the EU Solidarity Fund rules was extended, enabling the EU to help

countries respond to major public health emergencies.

Overall, 19 EU countries (Austria, Belgium, Croatia, Czechia, Estonia,
France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania,
Luxembourg, Poland, Portugal, Romania, Slovenia, and Spain) and three
accession countries (Albania, Montenegro, and Serbia) have requested
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assistance in tackling the consequences of the COVID-19 crisis. Of these,
seven countries requested the payment to be made in advance, which Budget
Committee MEPs approved following a vote.

Background information on the EU Solidarity Fund

More information and a table with precise amounts per country can be found in
Parliament’s draft report and the Commission’s proposal.

The report, drafted by Olivier Chastel (RENEW, BE), recommending the approval
of the aid was adopted by 40 votes in favour, 0 against and 0 abstention.

The report approving the accompanying draft amending budget, by rapporteur
Monika Hohlmeier (EPP, DE), was adopted with 40 votes in favour, 0 against
and 0 abstention.

Next steps

The Council of Ministers approved the aid on 30 October. The draft reports
still need to be approved by the full Parliament, after which the financial
aid can be disbursed. The Commission is currently assessing the applications
received. Once this has been completed, it will put forward a proposal to
make the final payments.

Press release — High-level Inter-
parliamentary Conference on Migration
and Asylum in Europe

European Parliament

The conference will open with keynote speeches by Parliament and Commission
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Presidents David Sassoli and Ursula von der Leyen, the Presidents of the
German parliament, Wolfgang Schauble, of the Portuguese parliament, Eduardo
Ferro Rodrigues, and of Slovenia’s parliament, Igor Zorcic.

Watch the opening session (click on hyperlinks to access streaming).

It will be followed by a debate on “Managing asylum and migration together”
with contributions from Presidents Sassoli, von der Leyen and Schauble as
well as Home Affairs Commissioner Ylva Johansson, UNHCR High Commissioner
Filippo Grandi and International Organization for Migration Director General
Anténio Vitorino.

MEPs, MPs and other guests will then continue working in three different
groups, on the:

Closing remarks will be delivered by Presidents Sassoli and Schauble.

Full programme of the conference

Regulatory sandboxes and
experimentation clauses as tools for
better regulation: Council adopts
conclusions

=

The Council today adopted a set of conclusions on the role of regulatory
sandboxes and experimentation clauses in an innovation-friendly, future-
proof, sustainable and resilient EU regulatory framework.

Regulatory sandboxes are defined as concrete frameworks which, by providing a
structured context for experimentation, enable where appropriate in a real-
world environment the testing of innovative technologies, products, services
or approaches — at the moment especially in the context of digitalisation —
for a limited time and in a limited part of a sector or area under regulatory
supervision ensuring that appropriate safeguards are in place.

Experimentation clauses, often the legal basis for regulatory sandboxes, are
defined as legal provisions which enable the authorities tasked with
implementing and enforcing the legislation to exercise on a case-by-case
basis a degree of flexibility in relation to testing innovative technologies,
products, services or approaches.

In these conclusions, the Council affirms that regulatory sandboxes can offer
significant opportunities particularly to innovate and grow for all
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businesses, especially SMEs, including micro-enterprises as well as start-
ups, in industry, services and other sectors.

The Council therefore encourages the Commission to continue considering the
use of experimentation clauses on a case-by-case basis when drafting and
reviewing legislation, as well as to evaluate the use of experimentation
clauses in ex-post evaluations and fitness checks on the basis of an exchange
of information with member states.

Finally, it calls upon the Commission to present the findings of this
evaluation in the first half of 2021, followed up by practical
recommendations for the possible future use of regulatory sandboxes and
experimentation clauses at EU level in the second half of 2021.

Towards a more dynamic, resilient and
competitive European industry: Council
adopts conclusions

=

The Council today adopted a set of conclusions setting out how recovery from
the COVID-19 crisis can be used as leverage for a more dynamic, resilient and
competitive European industry.

In these conclusions, the Council stresses the need for European solidarity
to master a swift, sustainable and inclusive economic recovery and a long-
term sustainable future of the EU industry impacted by the COVID-19 pandemic.

It reiterates that the green and digital transition and the EU economic
recovery should be just and built around the principles of competitiveness,
Single Market integration, sustainability, cohesion, inclusiveness,
circularity and environmental protection, solidarity and observe social
standards.

It reaffirms the importance of achieving strategic autonomy while preserving
an open economy in the most sensitive industrial ecosystems and specific
areas, such as health, defence industry, space, digital, energy and critical
raw materials.

According to the Council, the answer to the economic effects of the COVID-19
crisis and growing international competition must be one of reinforced and
stronger European cooperation and integration that leads to the creation of a
sustainable, attractive and competitive business environment.

Such an environment should be characterised by :


http://www.government-world.com/towards-a-more-dynamic-resilient-and-competitive-european-industry-council-adopts-conclusions/
http://www.government-world.com/towards-a-more-dynamic-resilient-and-competitive-european-industry-council-adopts-conclusions/
http://www.government-world.com/towards-a-more-dynamic-resilient-and-competitive-european-industry-council-adopts-conclusions/

a fully functioning, deepened and strengthened Single Market, including

in the services sector,

e an effective level playing field for European businesses to compete on
the internal market and internationally in global value chains,

e a world-leading, safe, resilient and interoperable data infrastructure
and communication networks,

e the up- and reskilling, training and employability of workers,

e a well-functioning European standardisation system,

e EU technological leadership,

e smart specialisation,

e sustainability,

e strengthened European value chains and

e security of supply of raw materials in Europe.

In order to monitor developments in the field, the Commission is invited to
define key performance indicators for monitoring the industrial strategy and
competitiveness by the end of March 2021.

Finally the Commission is called upon to present an update of its New
Industrial Strategy ahead of the European Council in March 2021.

Visit the meeting page
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