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Following the outbreak of t ovid-19 crisis, the ESM is
back at the centre of thgfiebate urope. On 9 April, the
EU finance ministegfagreed that theSaSM will contribute,
along with the E&ifopean Commission ant&ihe European
Investmenigrank (EIB), to the joint European Qiisis relief

efforts

Th ance ministers have asked the ESM to grant a Pandemic Crisis Support crex
ounting to 2% of members’ GDP. That corresponds to around €240 billion for all 15
euro countries. This credit line is tailored to the corona crisis and will be activated, upon

the credit line is a commitment to use the money to pay for direct and indirect healthcare,
cure, and prevention-related costs in this crisis — in other words, to save European lives
and overcome the acute threat to public health.

The debate around the ESM has touched upon its role in the euro crisis in 2010 and the
following years. From my perspective as former mission chief for Ireland and later for
Greece, | would like to explain why | think our assistance — together with our partner
institutions — was beneficial for the euro area as a whole, the programme countries and
better than all available alternatives.

The ESM was established in October 2012 as a permanent institution, to ensure financial
stability of the euro area. It replaces its temporary predecessor, the EFSF, created in
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June 2010. OV e last nine years, the EFSF and ESM have disbur a total of €295
billion in loans to countries: Ireland, Portugal, Greece, Spain agt Cyprus. These
loans with very low | ast rates and very long maturities allevig® ' financial pressures.
They allowed these co 2s the time and space to reform a¢ “address structural
problems, which had origine. %led them into the crisis. A em have successfully
exited the programmes, and si. » displayed the highed jrowth and job creation rates in
the euro area.

No taxpayer money has ever been usec_ . find Ce our loans. Instead, we issued bonds in
the financial markets, backed by the guare = es (EFSF) and capital (ESM) provided

jointly by all members. Those bonds cai e b adly considered as Eurobonds, along with
those issued by the European Comgf sion and IB.

The ESM’s €80 billion of paid-if “apital provided by its% 3, members is not used for the
loans but to safeguard our g¢ Standing ratings. The ES vital is invested in the safest
possible assets to safegi "d members’ financial resources. ether with the remaining
subscribed capital, tQ g €700 billion, the ESM is able to guar: tee cheap financial
assistance up to € U billion, €410 billion of which is still available.

I know that th® ‘iecessary reforms in the countries having benefitted fro SF and ESM
loans we ainful. However, those reforms were necessary to repair the da hge that
policy4t Stakes of the past had caused over many years. The pain would have™ »=n
m Jigger without our loans. The most likely result would have been an exit frol

0 area for some countries with much more social hardship.

We now see that the ESM stability programmes have borne fruit. These economies are

Let me share a final word on the timeline of the three Greek programmes. The first one,
approved in May 2010, started before the EFSF was created. The euro area members
directly provided €52.9 billion to Greece. For example, Germany helped Greece with €15
billion and Italy transferred €10 billion from Rome to Athens. Those funds came directly
from European taxpayers. Like now, it was an act of European solidarity. However, these
translated into increased debts for the generous, resulting in the realisation that it would
be necessary to provide financial assistance to members in need without burdening
creditors’ national accounts. The end result: the creation of the EFSF, and later the ESM.

The conditions attached to the loans (“austerity”) were negotiated by the various
institutions involved (i.e., European Commission, European Central Bank, ESM,
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International Ni »etary Fund) according to their respective roles but ug the mandate,
guidance, and une_ snous approval of all euro area finance ministe ational
parliaments were al wolved according to member-specific p ions. We knew
decisions affected peop ives. It is very important to ackng® ‘edge that hardship. At the
same time, we also knew is was the right path for @Gf "cce to remain part of the
currency union.

In the third programme for Greece, eads of# ute or Government were directly
involved at a time when the very existe 0 euro was at risk. Indeed, they spelled
out unanimously the conditions for the Gre ~ ‘0an in a statement on 12 July 2015.[1]

The ESM continuously provided loang 5 Greece. %.the most favourable conditions, with
very low interest rates, subsequent Zduction and ellation of fees, lengthening the
maturity to 42.5 years (the lasig sayment will be due & 3070), and deferring interest
payments to 2032. All thesgf casures have saved and wi »ave the Greek budget
around €13 billion each , In other words almost 7% of itst_ ss domestic product
(GDP) each year. Witt Jt these extremely favourable loans, Gre e would have to pay
billions and billiong® “euros more.

It was impor, or Greece but also important for all other members of auro area that

we manag’ . to keep Greece in the euro area. The stability the ESM provide, mllowed

Greecd U get back to markets and its economy to regain strength while new joi yvere

cred d. The reforms of the past will enable Greece and the others to navigate the
snomic and financial consequences of the corona crisis better.

1] European Council (2015) https://www.consilium.europa.eu/media/20353/20150712-
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