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“Ireland belongs to Europe by history, tradition and sentiment, and no less than by

geography”

Statement to Ministers of the Governments of the Member States of the EEC, Sedn Lemass, Brussels, 1962.

“Full employment, the cessation of involuntary emigration and a standard of living

comparable with that of other Western European countries”.

Membership of the European Communities - Implications for Ireland, Irish Government White Paper, 1970

“Balanced economic growth and price stability, a competitive social market economy,

aiming at full employment and social progress”

Completing Europe’s Economic and Monetary Union, Report from the Five Presidents, 2015.
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https://www.cvce.eu/content/publication/2005/1/20/0187eb1a-39f6-4268-9f0e-e527f2e8b088/publishable_en.pdf
https://ptfs-oireachtas.s3.amazonaws.com/DriveH/AWData/Library3/Library2/DL021475.pdf
https://img.100komma7.lu/uploads/media/default/0001/49/3af12a8776829da60d966b6a9c763493229d7a9c.pdf

Outline for today

Discuss the European wide macroeconomic stabilisation policies that were deployed in

response to the pandemic
Common financial stability concerns
The departure of our nearest neighbour from the EU

Conclude with some thoughts on how we can be influential in Europe, from the Central Bank’s

perspective.
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Macroeconomic stabilisation

Activation of the of the “general escape clause” of the Stability and Growth Pact
Agreement on Next Generation EU Fund
ECB Monetary policy actions including

Pandemic Emergency Purchase Programme (PEPP)

Pandemic Emergency longer-term Refinancing Operations (PELTRO)
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Impact of policy on Irish Output

Impact of Domestic and International Policy Measures on
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Source: Updated from Conefrey. T., Mclnerney. N., O'Reilly. G. & G. Walsh, “Recovery Paths from COVID-19 and the Impact
of Policy Interventions”, Central Bank of Ireland, Signed Article, Quarterly Bulletin No.3 (2020).
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Common Financial Stability Concerns
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European System of Financial Supervision

Micro-prudential supervision

Macro-prudential oversight

European Banking Authority

European Insurance and Occupational
Pensions Authority

European Securities and Markets Authority

Joint Committee of the ESAs

European Systemic Risk Board

National micro-prudential supervisory
authorities

National macro-prudential supervisory
authorities
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Banking Union

Banking union

SINGLE SUPERVISORY SINGLE RESOLUTION EUROPEAN DEPOSIT
MECHANISM MECHANISM INSURANCE SCHEME
Objective: Objective: Objective:
Uniform approach to Uniform approach for Uniform insurance
banking supervision banking resolution cover for eligible
deposits
Role of the EP: Role of the EP:
- Co-legislator - Co-legislator Role of the EP:
- Accountability - Accountability - Co-legislator
Single rulebook (applicable for entire EU)
Role of the EP: co-legislator
Single supervisory handbook

Source: European Parliament
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Growth in market-based finance

Comparative growth of the global, euro area and Irish market-
based finance sectors (2009 - 2018)
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Sources: FSB, ECB SDW, Central Bank of Ireland staff calculations.
Notes: Index = 100 for base year 2009.
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Irish domiciled market-based finance sector,
total assets (2009 Q4 - 2019 Q2)
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Source: Mapping Market Based Finance in Ireland, Central Bank of Ireland Financial Stability Note



https://www.centralbank.ie/docs/default-source/publications/financial-stability-notes/no--17-mapping-market-based-finance-in-ireland-(cima-killeen-and-madouros).pdf
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Market-based finance in the EU

Total assets of the euro area financial sector and shares of different types of financial intermediaries

(ratio of assets to nominal GDP (left panel); percentages (right panel); March 1999 -june 2019)
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Source: European Central Bank - Financial Integration and Structure in the Euro Area (2020).
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https://www.ecb.europa.eu/pub/fie/html/ecb.fie202003%7E197074785e.en.html#toc1
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Structural vulnerabilities in the market-based finance sector can
amplify shocks

Liquidity mismatches Leverage

Open-ended funds with short redemption periods and . When asset prices fall in times of stress, highly-leveraged funds
investments in less liquid assets could be susceptible to the risk may seek to keep their leverage at a target level by selling assets
of large redemptions in times of stress, requiring sales of less over a short period of time or be forced to do so by their

liquid assets over a short period of time. creditors.

‘Fire sale externalities’

Actions in response to shocks may be perfectly rational
from the perspective of individual institutions but can
have adverse, system-wide implications.
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Departure of our nearest neighbour from the EU

Effect of Brexit Scenarios on Irish Output, % Deviation

Trade ties with UK have reduced since joining the EU, from the Baseline
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. . . o . . ey Source: Central Bank of Ireland Quarterly Bulletin 3, 2020. Box D: Implications of
Potential financial stabil Ity cl Iff-edge risks are m Itlgated Potential EU-UK Trade Arrangements at the End of the Brexit Transition Period.

to greatest extent possible
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In summary:

Engagement with Europe is critical for our macroeconomic stabilisation response to the pandemic, our
financial stability concerns and the challenges we face as our nearest neighbour leaves the Union

Our participation and engagement with our colleagues in Europe is a key focus for the Central Bank and a
core part of all that we do

From the strategic issues such as ongoing monetary policy review to regular data collection and everything

in between

Our engagement in Europe and the deeper integration of Europe offers us a path to “prosperity based on
balanced economic growth and price stability, a competitive social market economy, aiming at full employment and
social progress”
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