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Overview of keynote speech
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Very comprehensive and informative
Helpful for deepening our understanding of:

— Characteristics of the problems in the eurozone
— Overall framework of policy responses
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Comment 1: “Japanization” of the eurozone
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Some common elements between the Japanese
experience and the current situation in the eurozone can
be observed:

— Persistent negative GDP gap, decreasing potential GDP,
sluggish investment, etc.
A salient feature of the post-crisis eurozone situation is a

widening divergence within the eurozone that could
destabilize the monetary union
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Comment 2: Problem related to the mix of policies
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e Deflationary risk and divergence in the eurozone seems
to be related to the mix of policies, extensive fiscal
austerity and structural reform

— Despite the fiscal austerity, the ratio of government debt
to nominal GDP in southern European countries has not
been improved yet due to sluggish economic growth

— Structural reforms are important, especially for southern
Europe, but there are too many issues to be tackled and it
takes a long time to reach the goal, a favorable business
environment
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Comment 3: Effect of recent responses
OAVRS mRIEDBERMISDIR

Recent policy responses such as the decision on QE by
the ECB and the “Investment Plan for Europe” led by the
European Commission will have a positive effect on the
eurozone as a whole

However, the effect of these measures on correcting the
divergence in the eurozone seems to be insufficient to
restore the credibility of the euro and ease the political
tension
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Question 1. EU investment plan
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* How do you assess the impact of the Investment Plan led
by the European Commission?

— A possible effect of the Investment Plan seems to be to

halt the widening GDP gap and the decreasing potential
GDP

— However, evaluations by most specialists in Europe are
rather negative: too little new money from the EU for
funding, unrealistically high leverage, and so on.
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Question 2. Flexibility within the existing fiscal rules
B2 MBUL—ILDRERDOEEILDFE

 What will be the impact of the Commission’s new
guidance on interpretation of existing fiscal rules?
— According to the Commission’s communication on the new

interpretation of SGP in January 2015, investment,
structural reforms and severe economic downturn will be

considered under certain conditions

— Does this change make some fiscal space for discretionary
measures in France, ltaly; even in Greece?
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Question 3. Possibility of fiscal union
BiE3. BABRIEDOREEMEIZ DT

* |s there any possibility that discussion of fiscal union will
resume in the near future?

— Fiscal union was one of the four building blocks in the “Towards
a Genuine EMU” report in 2012, however, there have been no
new achievements so far

— “Fiscal capacity for shock absorption” is becoming more
important to curb divergence within the eurozone

— |If there were “common government bonds”, the ECB could
implement QE more smoothly
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