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total amount of measures. Moreover, the financial sector is also indirectly
benefiting from the national fiscal measures that help prevent businesses’ and
households’ insolvencies.

Hardly any measures have an impact on environmental issues. The fiscal
measures adopted that have a direct or indirect impact on the environment
account for just 2 % of the total amounts deployed in response to the COVID-19
crisis. This does not take into account the beneficial impact of lockdowns on the
environment (such as lower levels of pollution), which we were not able to
guantify.

State aid is the major channel through which the Member Sates have provided
support to domestic businesses during the crisis. The majority of the fiscal measures
(67 %) have been approved by the Commission as state aid. By the end of June, the
Commission had approved state aid worth €2.2 trillion (15.7 % of EU-27 GDP 2019),
which mainly consisted of guarantees and liquidity measures. Given that a majority of
the decisions approved by the Commission concerned “umbrella” schemes applicable
to all sectors of the economy, their sectoral focus is not known. The intensity of crisis-
related state aid varied greatly across Member States (see Figure 14). In absolute
terms, Germany accounted for almost half of the overall state aid decisions granted in
the EU (€1 trillion), which corresponded to 29 % of the country’s GDP.
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Figure 14 — Approved state aid (total amount in percentage of respective
GDP)
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Source: Commission data as of end-June 2020.

While the pandemic is unfolding and its socio-economic impacts are likely to
evolve as well, we looked at the initial consequences of the fiscal measures that have
been adopted by the time of our review.

The initial fiscal responses to the economic crisis are likely to have a severe
impact on government deficits. This is due to the fact that tax revenues have fallen
because of the decline in economic activity and because of discretionary measures
such as tax reliefs or rate cuts, and exceptional spending, including on employment
support and the health sector. Moreover, according to our survey, budget savings to
finance the measures account for less than 0.1 % of EU GDP. Future fiscal costs may
also arise from impairment losses on the sizeable guarantees and liquidity measures
granted to businesses.
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In November 2020, the aggregate budget deficit was forecast to be above 8 % of
GDP for the EU in 2020 and some countries suffering a substantial contraction of GDP
may experience deficits greater than 10 % (Spain, Belgium, Italy, France). It is probable
that 26 Member States will not comply with the EU deficit limit of 3 % of GDP (see
Figure 15) in 2020. Deficits may increase public debts in the range of about 20 % of
GDP over 2020-2021 but the estimates vary largely across countries'’. Deficit and debt
forecasts are subject to upward pressures due to current economic uncertainties. In
November, the Commission revised the GDP growth forecast for 2021 from 6.1 % to
4.1 %.

Figure 15 - Fiscal balances (in percentage of GDP)
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Source: Commission autumn forecasts (2020).

So far, the short-time work schemes and state aid schemes made available by
governments have coped with the liquidity needs of businesses and hence mitigated
massive layoffs. Indeed, the recent increases in unemployment rates are small
compared to the fall in output. In the EU unemployment rose much less than in the
United States (see Figure 16) where public authorities did not incentivise generalised
job retention schemes, but rather prolonged unemployment benefits.

1 Commission autumn forecasts (2020).
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Figure 16 — Changes to unemployment rate and GDP volume compared
to previous quarter in the EU and the United States
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Source: ECA calculations based on OECD data.

Fiscal measures have played a key role in the stabilisation of disposable incomes.
The consumer surveys by the Commission indicate a significant amassing of
involuntary savings'?, which is a direct consequence of the confinement measures,
fiscal measures and high uncertainty. When the lockdowns reduced businesses’ sales
of products and services, the fiscal measures maintained a relatively stable purchasing
power for employees, leading to household saving rate at an all-time high of 16.9 % in
the euro area in the first quarter of 2020. These savings have the potential to
contribute to a rapid recovery of consumption if uncertainty related to economic
prospects dissipates.

2 Eurostat newsrelease (3 July 2020).
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Public investment was not a priority of the crisis management. In our survey, we
asked Member States to report any investment decisions in response to COVID-19
crisis. Surveyed data shows that they represented less than 0.5 % of EU GDP. Without
the public investment announced in the German recovery plan (June 2020), they
accounted for 0.1 % of EU GDP. Public investment could contribute to the rebound of
the economies in the post-pandemic period. On 23 April 2020, the European Council
welcomed the Joint Roadmap for Recovery that recommended unprecedented
investment to help relaunch and transform European economies™.

1B https://www.consilium.europa.eu/media/43384/roadmap-for-recovery-final-21-04-
2020.pdf


https://www.consilium.europa.eu/media/43384/roadmap-for-recovery-final-21-04-2020.pdf
https://www.consilium.europa.eu/media/43384/roadmap-for-recovery-final-21-04-2020.pdf
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Figure 21 — Monthly growth rates of euro area MFIs’ loans
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Unlike financial policy interventions, the uptake of other new EU measures has
generally been modest but different for each of the instruments, reflecting their
different conditions and procedures. From the status of absorption (see Annex V), it is
clear that swift decision making does not necessarily translate into immediate funding
support — absorption depends on the nature and structure of the support instrument,
and the capacity of Member States to use these funds in accordance with the
procedures and conditions which apply for eligibility to use the funds. In particular, the
ESI funds are not designed to react swiftly to a crisis, unlike an insurance fund or a
fiscal automatic stabiliser. Nevertheless, some of the regulations have been adapted to
increase the speed of the response, including benefitting from retroactive eligibility as
of 1 February 2020 (under CRIl and CRII Plus packages).

The implementation of crisis-related EU lending operations is ongoing. The EIB
approved or signed COVID-19 loans for €18.1 billion (see Annex VI) and the recently
agreed guarantee fund managed by the EIB became operational at the end of August
2020 after the completion of all legal procedures. No SURE financing has been
disbursed by the end of August. However, in September 2020 the Council adopted first
financing decisions for 16 Member States that used nearly 90 % of the budget.
Through SURE loans, the EU can pass on favourable interest rates for those Member
States with large public debt (such as Italy, Spain and Belgium), but also for those with
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Member States have adopted relatively larger packages of state aid (see

paragraph 30). Depending on their duration and degree of implementation, divergent
national reactions to the crisis (massive state aid, confinement measures) may
persistently distort the level playing field in the single market and pose challenges for
economic convergence and competitiveness in the EU.

Current employment support measures mitigate short-term unemployment risks
(see paragraph 34) but they do not take into account developments in the viability of
businesses. A subdued recovery and persistent risks to public health may lead to
structural demand shifts and insolvency problems for an increasing number of
businesses, despite job retention schemes. Recent considerable falls in total hours
worked in the EU economy by about 15 % in the first half of 2020 compared to the
same period of the previous year (see Figure 24) point to potentially large growths of
unemployment and divergent impacts across Member States.

Previous experience with job retention schemes during the global financial crisis
shows that prolonged use risks supporting declining businesses, eventually delaying
restructuring and holding back productivity growth®°. The timely introduction of new
types of fiscal measures to finance active labour market policies (such as training,
reskilling) may be required to support the necessary reallocation of resources in the
economy.

30 “Short-time working arrangements as response to cyclical fluctuations” (Occasional Paper,
Commisison, 2010).
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Figure 24 — Total employment changes as of end-June 2020
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/1A high degree of uncertainty related to economic prospects, falls in businesses’
revenue and growing corporate debts during the pandemic may hold back private
investment. Current forecasts show falls in investment in 2020 comparable to those
experienced during the financial crisis (2008-2013) and that there is a wide variation in
the fall in investment expected this year, which may contribute to the risk of increasing
economic divergence in the EU (see Figure 25). An investment gap that persists over
the years risks contributing to low long-term growth. The lack of public investment
may amplify such risks; it has not been a priority for the national fiscal responses to the
crisis so far (see paragraph 36).
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Figure 25 — Gross fixed capital formation in private sector (percentage
change)
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Source: ECA calculations based on Commission data (autumn 2020).

The EU has shown agility in applying the flexibility of its economic coordination
(e.g. suspension of fiscal rules and temporary changes to state aid rules). This was
necessary to allow Member States to adopt quick and customised reactions to the
evolving crisis. However, the extraordinary relaxation of key rules, even if temporary,
may challenge the capacity of the European Union to coordinate national economic
policy responses during the crisis and the recovery.

Challenges for EU fiscal coordination

Member States’ massive fiscal response to the crisis triggers challenges for future
EU coordination of fiscal policies:

Growing fiscal debts and risks (see paragraph 66) could render the return to
current EU fiscal rules more difficult. Even during the pre-crisis growth period,
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procedure) or new types of macro-financial assistance available to Member States
(ESM, EFSM)>*. However, the EU financial assistance available (EFSM, balance-of-
payments facility) was not used during the pandemic crisis, as it was designed to
address different types of crisis and to correct economic imbalances.

While EU fiscal rules are in place, the ongoing crisis tends to aggravate previous
fiscal divergence trend (see paragraph 66) and re-opens the debate on the need for
common macroeconomic stabilisation tools in the monetary union°. The Eurogroup
recommitted to continue the work to further strengthen the architecture and
resilience to shocks of the monetary union°®. The COVID-19 crisis may provide the
opportunity to look again at initiatives intended to strengthen economic co-ordination
in the euro area, proposed prior to the outbreak of the pandemic (see Annex IX).

The current crisis has different impacts and causes but also offers the opportunity
to reflect on further improvements to the financial capacity of EU institutions to react
rapidly to major economic shocks in order to mitigate potential economic divergence
across its Member States driven by such shocks. The evolution of EU measures during
this crisis has shown that the EU budget was not adapted to the scale of Member
States’ needs (see in particular paragraphs 41, 46, 61). The NGEU and SURE are
temporary but may test the need for the establishment of such permanent
stabilisation instruments.

This review was adopted by Chamber IV, headed by Mr Alex BRENNINKMEIJER,
Member of the Court of Auditors, in Luxembourg on 24 November 2020.

For the Court of Auditors

Klaus-Heiner LEHNE
President

>4 ECA review 5/2020 “How the EU took account of lessons learned from the 2008-2012
financial and sovereign debt crises”.

> “Assessment of the fiscal stance appropriate for the euro area” (European Fiscal Board,

July 2020).

6 “Statement on COVID-19 economic policy response” (Eurogroup, 16 March 2020).



Annexes

No weights
Variable Coefficient Std. Error t-Statistic Prob.
C 0.049077 0.055015 0.892075 0.3830
TOURISM1 -0.730315 0.328399 -2.223861 0.0378
STRINGENCY -0.360840 0.129799 -2.779996 0.0116
R-squared 0.430685 Mean dependent var -0.112609
GDP weights
Variable Coefficient Std. Error t-Statistic Prob.
C 0.000870 0.000337 2.578985 0.0179
TOURISM1_Y -1.805882 0.258049 -6.998202 0.0000
STRINGENCY_Y -0.331146 0.009569 -34.60612 0.0000
R-squared 0.983588 Mean dependent var -0.005994
Population weights
Variable Coefficient Std. Error t-Statistic Prob.
C 0.000939 0.000471 1.992262 0.0602
TOURISM1_P -1.526311 0.328663 -4.644001 0.0002
STRINGENCY_P -0.325346 0.014576 -22.32012 0.0000
R-squared 0.964087 Mean dependent var -0.006027

Note: For the three cross-country regressions, the dependent variable is the decline of GDP volume in
the second quarter of 2020, year-on-year (Eurostat data). The explanatory variables found significant

60

are: the Stringency Index from Oxford University*, tourism share in total employment (Eurostat data).

The regressions are specified under three alternatives to validate the robustness of the results: While
the countries receive an identical weight in the unweighted regressions, the large countries are more

important in the (GDP and population) weighted approaches.

7 https://covidtracker.bsg.ox.ac.uk/


https://covidtracker.bsg.ox.ac.uk/
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Annex Il = Main EU economic reactions (March-August 2020)

MAY

12 ECB decides to conduct additional longer-term refinancing operations
(LTROs) to provide liquidity to banks and an additional asset purchase
programme worth €120 bn valid until the end of 2020 in response to
stress in financial markets. ECB decides to allow euro area banks to
operate temporarily below certain capital requirements.

13 Commission adopts Guidelines on coordinated economic response to
the COVID-19 Outbreak.

16 EIB Group announces measures from existing programmes to mobilise
up to €40 bn to finance health-related actions and crisis-hit businesses,
to be partly guaranteed by EU budget.

18 ECB decides to launch a temporary Pandemic Emergency Purchase
Programme (PEPP) with an enveloppe of €750 bn.

19 Commission adopts Temporary Framework based on art. 107(3)(b) of
TFEU to enable governments to support businesses during the crisis
(through grants, guarantees, subsidised loans, recapitalisations).

23 The Council endorses the Commission proposal to activate the "general
escape clause" of the EU fiscal rules.

30 Adoption of amendments to ERDF Regulation and Common Provision
Regulation to provide flexible use of EUR 37 bn cohesion funds to
finance crisis-related actions in areas most in need.

09 Eurogroup in inclusive format agrees to create three financial safety nets
worth €540 bn to be managed by the ESM, the EIB Group and the
Commission.

17 Adoption of an EU amending budget 2020 with additional €3 bn for
Emergency Support Instrument and civil protection mechanism.

30 ECB decides to conduct Pandemic Emergency Longer-Term Refinancing
Operations (PELTRO) between May and December 2020 in order to
provide liquidity to banks.

27 Commission proposes a EU recovery fund ("Next Generation EU") worth
€750 bn.

04 ECB decides to increase the envelope of PEPP by €600 bn and to extend
the horizon of PEPP to at least the end of June 2021.

21 European Council agrees on a EU recovery fund ("Next Generation EU")
worth €750 bn.
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Annex lll — COVID-19-related changes to EU budget 2020 as
compared to initial budget

Commitment Payment

MFF Heading Redeployment allocations allocations
reinforced reinforced

Competitiveness for growth

1.7
and jobs

Economic, social and territorial

. 54 22.6
cohesion

Of which:
CRII 8
CRIl+ 54 14.6

Sustainable growth: natural
resources

0.1 0.7

Security and citizenship 3

Of which:
Emergency Support Instrument 2.7

Global Europe 11.5 0.1

Special instruments outside

MFF ceilings (EUSF) 0.2

Total commitment

.. 67.5 3.1
appropriations

Total payment appropriations 233

Note: data in billion euros as of end August 2020.

Source: Commission.
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Most of the NGEU funds are concentrated on supporing cohesion and economic
convergence:

€672.5 billion for the Recovery and Resilience Facility (agreed by the European
Council): represents the key novel instrument of the NGEU, which will offer large
scale financial support for investments and reforms that restore the growth
potential of the economies, address challenges identified in the context of the
European Semester, and contribute to implementing EU green and digital
strategies;

€47.5 billion for the REACT-EU programme (agreed by the European Council):
consisting of cohesion grants to be allocated to Member States based on the
severity of the economic crisis.

€30 billion grant support (agreed by the European Council) will reinforce the MFF
Headings “Single Market, Innovation and Digital” and “Natural Resources and
Environment”:

A reinforcement of MFF allocation to InvestEU: the programme is the successor
of EFSI and aims to continue to support strategic investments. The European
Council reduced the proposed allocation for guarantees from the initial

€31.2 billion to €5.6 billion, whereby its economic impact will be more limited.
The proposed 'Strategic Investment Facility’ under Invest EU that aimed to
promote the new EU industrial strategy was not agreed;

The proposed €26 billion allocation to a new Solvency Support Instrument was
not agreed by the European Council. It aimed to help prevent insolvencies
through equity investments in sectors which are more financially impacted by the
pandemic;

A reinforcement of some programmes: Horizon Europe (to provide support for
health and climate-related research and innovation activities), RescEU (to
reinforce Union’s civil protection mechanism), EAFRD (to provide assistance to
farming and food sectors hard-hit by the crisis) and EU4Health (to provide
targeted support to improve national health systems). Some of their financing
was not agreed by the European Council;

The Just Transition Fund: the fund is aimed at supporting economic
diversification and reconversion of the territories most affected by the transition
to low carbon economies. The Commission proposal allocated €30 billion to the
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fund, on top of €10 billion included in the next MFF. However, the European
Council reduced the allocation to €10 billion.

The figures in this annex refer to the agreed measures as of end-August 2020 (see
also Figure A).



Figure A — NGEU components: Comparison of Commission and European Council proposals (in billion euros)
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€54 billion in

CRI/CRI+

€0.18 billion in

Commission
EUSF 2020

€2.7 billion in

ES| 2020

€100 billion in
SURE lending
support
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As of end-July 2020, there were 97 confirmed
coronavirus-relevant operational programme
amendments from 18 Member States. By
October, about €14 billion have been
reallocated in 23 Member States and the UK for
investments dedicated to fighting the economic
and health crisis. Additional €8 billion is available
for the Member States as non-recovered annual
pre-financing. However, given the procedures
and current budgetary allocations, it is likely that
available resources in 2020 will be limited to

€8 billion pre-financing, while the remaining
funds may be paid starting with 2021.

19 Member States have requested assistance
but no money has been used yet as the
allocation per countries was under Commission’s
appraisal up to the end of 2020. As of October,
the Commission proposed to disburse advance
payments to 7 Member States that requested
them. Full payments for COVID-19 applications
are expected to be mobilised in 2021, subject to
budgetary availability.

The Commission adopted a Financing Decision
and two amendments up to end August,
allocating all but €100 million of the funding. A
substantial share of the funds were allocated to
the agreements with vaccines developers.

Following Commission proposal in August, the
Council approved requests from 16 Member
States for loans amounting to €87.4 billion in
September. In October the Council approved
€0.5 billion for Hungary and the Commission
successfully issued the first €17 billion bonds to
finance SURE.
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By mid-August the EIB had received 72 requests

Initial €28 billion of for COVID-19-related projects amounting to
COVID-19- . €21 billion from 23 Member States. Out of this
potential . .
related financing amount, the EIB approved or signed projects for
initiatives €18.1 billion, while €2.1 billion was under
EIB appraisal.
Preparatory procedures have been completed at
€200 billion of | end-August once at least 60 % of national
PEGF potential guarantees to the fund were ratified. No
financing financing project had been launched by the end
of August.
ESM PCS €240 billion No Member States’ requests received.

Source: ECA based on compiled data.



68

As of 18 August 2020, the EIB reports 72 financing projects: 15 are under
appraisal, 26 have been signed and the remaining 31 have been approved. Projects
approved amount to €8.8 billion, while those signed €10.1 billion and those under
appraisal €2.1 billion (see Figure A). Almost 55 % of the projects were submitted
between June and July, accounting for about 75 % of the total budget.

Figure A — Breakdown of COVID-19 related projects by approval status

Signed

Approved 48 %

Note: Before financing approval by the Board of Directors, and before loan signature, projects are under
appraisal and negotiation.

Source: EIB public database®®.

Italy is the country with the highest number of EIB projects (18), followed by
Spain (13), Poland (5) and France (5). In terms of budgeted amount (see Figure B), Italy
is the country that is benefiting the most so far from an EIB intervention (€7 billion),
followed by Spain (€4 billion), France (€2.2 billion) and Poland (€2.1 billion).

% https://www.eib.org/en/projects/pipelines/index.htm?qg=covid&sortColumn=
projectStatusDate&sortDir=desc&pageNumber=0&itemPerPage=25&pageable=true&langu
age=EN&defaultLanguage=EN&yearFrom=2020&yearTo=2020&countries.region=1&orCoun
tries.region=true&orCountries=true&orSectors=true&orStatus=true
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Figure B — Breakdown of COVID-19 related projects by country
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79 % of them target SMEs (57 projects), 11 % healthcare (8), 4 % energy (3), 3 %
R&D (2) and 2 % environment. In terms of amounts involved, 66 % of the guarantees
go to SMEs (€13.909 million), 29 % to healthcare projects (€6.142 million), 2 % to
energy (€400 million) and 1 % respectively to environment (€300 million) and R&D
(€150 million).
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Annex VIl — Key factors explaining the differences of changes in
public debt ratios

071 The variation in hikes in forecast public debts as a share of GDP>? is mostly driven
by the size of expected deficits and stock-flow adjustments (such as public loans and
capital injections put in place during the crisis), but also by the effect of GDP
contraction. The impact of GDP losses on debt ratios is larger in countries with high
debt ratios (see Figure A). Moreover, large falls in GDP are expected in most high-debt
countries (see Figure B).

Figure A — Composition of changes to public debt in 2020 (in percentage
of GDP)
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Source: Commission autumn forecasts (AMECO).

9 Based on Commission spring forecasts (2020).



Figure B — Larger GDP falls are forecast in high-debt countries
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In our opinion concerning the Commission proposal establishing a Recovery and
Resilience Facility®® we highlight several accountability issues:

The scope as well as the objectives of the RRF are rather broad and cover a wide
range of policy areas. There is neither a quantification of the expected results at
EU level nor for the allocation of funds to different objectives. However, in the
guidance on RRPs, the Commission suggested earmarking of 37 % of funds for
climate action and 20 % for digital transition;

With respect to role of the European Parliament in providing oversight and
scrutiny, the proposed RRF regulation®! envisages the transmission of the
assessment of the RRPs to the European Parliament, the submission of an annual
report and an evaluation report four years after the regulation comes into force.
In our opinion we suggested that the role of the European Parliament in the
budgetary and discharge procedure should be clearly defined in the proposed RRF
regulation, given that RRF expenditure will be managed based on the EU
budgetary rules of external assigned revenue;

Article 287(1) of the Treaty on the Functioning of the EU empowers the European
Court of Auditors to audit any revenue or expenditure of the Union. Recital 40 of
the proposed RRF regulation recalls the duties of the any person or entity
receiving Union funds to fully cooperate in the protection of the financial
interests of the Union and grant the necessary access and rights to the ECA for
audits. However, in our opinion we recommended, for reasons of clarity, that the
proposed RRF regulation should clearly provide for the ECA right of audit for the
grants as well as the loan component of the RRF;

After tabling the initial RRF regulation proposal, the Commission has proposed
proportionate rules to ensure the protection of the financial interests of the
Union, which are being dicussed at the time of the completion of this review.
They are partially reflected in the Presidency compromise and the European
Parliament’s amendments;

We noted that spending under the RRF is front-loaded and the evaluation will be
published after the bulk of spending has been carried out. It may be inevitable

€0 ECA opinion 6/2020 on Recovery and Resilience Facility.

1 Proposal for a Regulation of the European Parliament and of the Council establishing a
Recovery and Resilience Facility (COM(2020) 408 final).
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because swift implementation is one of the objectives of the facility. There is a
risk that any lessons learned through the evaluation would therefore be of limited
use for the management of the reminder of the RRF;

Having been placed under the coordination of the European Semester, in our
special report on the European Semester we highlighted the challenge of
measuring the effectiveness of policy intervention for multiple and simultaneous
objectives and areas of intervention.
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The pandemic exposed once more the difficulty of managing major shocks in the
euro area in the absence of EU fiscal capacity. Some ideas to build EU permanent fiscal
tools to combat large economic shocks had not reached consensus before the
outbreak of the pandemic. In particular, during the 2017-2019 negotiations of the next
EU multi-annual budget, the Commission put on the table several ideas for financial
instruments that could mitigate major macro-economic shocks to the EU’s economy:

A macroeconomic stabilisation tool —in May 2018, the European Commission
proposed to establish the European Investment Stabilisation Function with the
aim of absorbing large asymmetric macroeconomic shocks in the euro area.
Under this solution, the EU budget would guarantee back-to-back loans of up to
€30 billion. The loans would be available to Member States experiencing such
shocks and complying with strict eligibility criteria for sound fiscal and
macroeconomic policies. The support was to be used to maintain public
investment levels. While the NGEU has a similar purpose, it is temporary and its
financing mechanism includes both grants and loans.

A European unemployment reinsurance scheme — an idea re-iterated in several
variants by the Commission, economists and Member States. The scheme
proposed by the Commission®” would act as a "reinsurance fund” for national
unemployment schemes (but would not provide benefits directly to the
unemployed. The scheme would provide more breathing space for national public
finances in times of crisis. In its work programme (January 2020), the Commission
announced its intention to propose such a scheme. The SURE programme can be
seen as a first step towards a European unemployment scheme, but with its
discretionary nature and limited scope, it does not meet the ambitions of the
initial idea of an automatic stabiliser.

As of end-2019, Eurogroup was still analysing appropriate solutions for a
budgetary instrument for convergence and competitiveness (BICC) of the euro
area to be financed by the next MFF that would finance reforms that strengthen
convergence between Member States in accordance with the priorities of the
European Semester. It would replace the Commission proposal for a Reform
Delivery Tool initially launched in May 2018.

2 https://ec.europa.eu/commission/sites/beta-political/files/reflection-paper-emu_en.pdf
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The idea of “Eurobonds” (bonds issued jointly by euro area member states) was
first raised by the Commission in 2011 during the sovereign debt crisis. As the
COVID-19 crisis worsened, renewed proposals for joint debt issuance emerged at
political level, in thinks-tanks and academia, such as “Corona bonds”. The funds could
be raised, for example, by the European Investment Bank. Thanks to the mutualisation,
the corona bonds would be a cheaper source of financing for many Member States as
compared to their own sovereign bonds. Several Member States, including those hit
worst by the crisis, supported this concept, but others strongly opposed it. The
proposed NGEU fund was the resulting compromise.

8 “Green Paper on the feasibility of introducing Stability Bonds” (Commission, 2011).








