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Monetary Policy Statement of 17 October 2024

» Fiscal and structural policies should be aimed at making the economy
more productive, competitive and resilient.

* Implementing the EU’s revised economic governance framework fully,
transparently and without delay will help governments bring down
budget deficits and debt ratios on a sustained basis.

« Governments should now make a strong start in this direction in their
medium-term plans for fiscal and structural policies.
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Policy challenges

» Fiscal policy important to General government debt

220

address multiple challenges —man
Europe is currently facing (green —=
and digital transitions, economic =
security and defence) wl T

- EU public funding gap estimated
at between 0.6pp and 1pp of GDP I —
per year (ECB blog, 27 June 2024) &

* but: limited fiscal space notably s
in countries with debt challenges Source: European Commission

Notes: Does not entail NGEU-related debt.

(fiscal heterogeneity)



2025 COM Autumn Package: transition to new rules

* Important milestone in transition to new economic governance framework

« Key objectives of the reform (echoed also in 05 July 2023 ECB
opinion):
 take into account fiscal heterogeneity (risk-based approach)
« gradual, realistic, sustained and growth-friendly adjustment while ...
« ... sustaining high levels of investment
» improved fiscal counter-cyclicality

« ECB President at 04 December 2024 EP ECON hearing:

« focus of new framework on debt sustainability also supports monetary
policy transmission
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2025 COM Autumn Package: promising first signals ...

« COM proposes endorsement of Fiscal stance
overwhelming majority of —
plans (ownership) -
FR
- Composition of the 2025 euro "o 2gov. investment
R O A current prim. expenditure
area fiscal stance: A DRMS
a A
 expected to be driven by N
. . . ° A A (]
reductions in net expenditure 4 D
yvhich are partly offset by higher ol .1 - a 2 S 1°
investment. o © o & Ll | 8
« countries with elevated debt ’ °
challenges plan to follow e & &
relatively more contractionary Source: European Commission
stance Notes: The fiscal stance is measured as the change in the structural prim. balance
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. how implementation will be key

« Strong start of new governance framework crucial for building
credibility (expected Council adoption of package documents in January
2025 important step)

« 2025 euro area fiscal stance remains surrounded by significant
uncertainty: risks of non-compliance with the requirements of the revised
framework (as identified in the COM DBP opinions) / delayed submission of
some plans

« Member States should use extended adjustment period effectively:
« front-loaded investment (without backloading reforms)

» deliver set of reforms and investment so that beneficial effects on
potential output and fiscal sustainability materialise
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Thank you for your
attention!
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