Lessons from euro’s first 25
years
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Prior to the introduction of the European single currency in
January 1999, its architects foresaw a future of macroeconomic
stability and accelerated growth. While the euro has delivered
on some of these promises, it has failed to facilitate the
continent’s economic and political integration.

FLORENCE — The 25th anniversary of the euro’s introduction,
which has passed largely under the radar, offers an opportune
moment to assess the current state of the greatest monetary
experiment in modern history.

The euro’s launch in January 1999 polarized economists. In the
face of much skepticism — the late American economist Martin
Feldstein even argued that the single currency could trigger a
war in Europe — the euro’s architects envisioned a future
characterized by macroeconomic stability, anchored by an
independent central bank and a fiscal framework geared toward
stability. Structural reforms, which the European Union’s
member states were expected to implement, were meant to
enhance the monetary union’s capacity to adjust to shocks.
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None of those scenarios materialized. Over the past quarter-
century, the euro has shown extraordinary resilience,
navigating through several critical challenges and defying
early predictions of its collapse. But while the single
currency has delivered on some of its promises — most notably,
maintaining price stability for most of its existence — it has
failed to boost Europe’s potential growth or facilitate the
continent’s full economic and political integration.

This mixed record can be attributed largely to the fact that
Europe’s economic union was incomplete from the outset.
Despite the significant progress that has been made since its
inception, the eurozone’'s fiscal and economic frameworks
remain woefully underdeveloped compared to its monetary
infrastructure.

To understand the consequences of the eurozone’s unfinished
architecture, it is useful to divide the past 25 years into
four distinct periods. The first phase, from 1999 to 2008,
could be labeled the “2% decade”: economic growth, inflation,
and budget deficits (as a share of GDP) all hovered around
this rate. This phase was characterized by the excessive
optimism of the “Great Moderation.”

But the internal imbalances that emerged during this period
would haunt the eurozone for years to come. The convergence of
interest rates, evidenced by minimal spreads, resulted 1in
overly sanguine portrayals of member states’ public finances.
Simultaneously, loose fiscal and monetary conditions reduced
European governments’ incentives to undertake structural
reforms and bolster their banking systems.

Nominal convergence also masked more profound structural
disparities, as capital flowed from the eurozone’'s richest
members to their poorer counterparts, where it was frequently
channeled into less productive sectors, such as real estate
and non-tradable services, often through instruments Llike
short-term bank loans. Consequently, while the eurozone’s



current accounts appeared balanced, significant imbalances
emerged.

The fallout from the 2008 global financial <crisis,
particularly the discovery that Greece had lied about its
budget deficits and debt, eroded trust among member states.
The prevailing narrative shifted to one of moral hazard,
emphasizing the need for each country to get its own house in
order. By the time eurozone governments finally coordinated a
response — establishing the European Stability Mechanism
(ESM), launching the banking union project, introducing the
European Central Bank’s OQOutright Monetary Transactions
program, and expanding the ECB’s balance sheet — the euro
appeared to be on the brink of collapse.

The key turning point was the pledge by then-ECB
President Mario Draghi to do “whatever it takes” to preserve
the euro in July 2012. But with monetary policy increasingly
viewed as the “only game in town,” the eurozone’s economic and
financial structures remained fragmented.

The COVID-19 crisis changed that. The exogenous nature of the
pandemic shock, together with the lack of impending elections,
enabled EU leaders — led by French President Emmanuel Macron,
then-German Chancellor Angela Merkel, and European Commission
President Ursula von der Leyen — to present a unified front,
unencumbered by the pressure to avoid moral hazard. The EU
suspended the Stability and Growth Pact, which had previously
capped member states’ budget deficits at 3% of GDP, and rolled
out the Support to mitigate Unemployment Risks in an
Emergency and the NextGenerationEU recovery programs,
financing both through common borrowing. Meanwhile, the ECB
introduced its €1.85 trillion ($2 trillion) Pandemic Emergency
Purchase Program.

Although this demonstration of collective leadership reassured
markets, fueling an economic rebound, the optimism proved to
be short-lived. A global inflationary surge, fueled by robust
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macroeconomic stimulus and pandemic-related supply-chain
disruptions, was exacerbated by the energy-price shock that
followed Russia’s full-scale invasion of Ukraine. Although
European policymakers worked together to reduce the EU’s
dependence on Russian gas, they failed to mount a collective
response akin to the NextGenerationEU initiative. Confronted
with rising deficits and debt, not to mention the most
aggressive monetary-tightening cycle since the 1980s, EU
countries have once again put eurozone reforms on hold.

Two important lessons follow from the euro’s first 25 years.
First, the monetary union’s incomplete institutional framework
has proven to be both costly and dangerous. Finalizing the
banking union, especially the creation of a common resolution
fund with the backstop of the ESM and deposit insurance, 1is
essential to ensure stability and bolster the international
role of the euro. Thus, Italy’'s recent failure to ratify the
ESM treaty is a serious setback. Pushing forward the capital
market union is essential if Europe is to meet the financial
challenges posed by the digital and green transitions. To
achieve all of this, EU leaders must strike a balance between
risk sharing and risk reduction.

Second, completing the euro is crucial for safeguarding and
developing the EU’s greatest achievement: the single market.
European countries’ current pursuit of national industrial
policies, funded through state aid, undermines the core values
of the single-market project. To address this challenge, the
EU must formulate a cohesive European industrial policy. This
should include an increase in cross-border investments,
focusing on European public goods such as human-capital
development, the availability of critical materials, and the
green and digital transitions.

After the fall of the Berlin Wall, German Chancellor Helmut
Kohl, French President Francois Mitterrand, and European
Commission President Jacques Delors turned the dream of a
single currency into a reality. During the COVID-19 crisis,
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Macron, Merkel, and von der Leyen managed to overcome
seemingly insurmountable obstacles and achieve a historic
breakthrough. Now, a quarter-century after its introduction,
the euro requires visionary leaders to shepherd European
sovereignty to its next phase.

This article draws on the CEPR Policy Insights February 1,
2024, paper “The First 25 Years of the Euro,” written under
the auspices of the European University Institute’s Economic
and Monetary Union Laboratory (EMU Lab).

Regional Energy Expert Roudi
Baroudi Earns Award from
Washington Think Tank
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Transatlantic Leadership Network Recognizes Author for
Contributions to Peaceful Development in Eastern Mediterranean

WASHINGTON, DC November 9, 2023: Doha-based Lebanese author
Roudi Baroudi was one of two people presented with the 2023
Transatlantic Leadership Award at a ceremony in Washington
this week.

Although circumstances relating to the conflict in the Gaza
Strip prevented Baroudi from attending the event, both he and
Joshua Volz — the Deputy Assistant Secretary for Europe,
Eurasia, Africa, and the Middle East and the Office of
International Affairs at the US Department of Energy — were
recognized by the Transatlantic Leadership Network (TLN). Each
was cited at a gala dinner on Monday for his “valuable
contribution in building a peaceful and prosperous Eastern
Mediterranean” as part of the TLN’s 2nd Annual Conference on
Freedom of the Media.



“I was deeply honored to be named a recipient of this
prestigious award, and I will always be grateful for the many
ways in which the TLN has supported my work for several years
now,” Baroudi said. “I also look forward to working together
in the future so that one day, our descendants can know the
benefits of peace and coexistence. It is precisely 1in
difficult and trying times that cooler heads must be able and
willing to look at the reasons for current bloodshed and
recrimination, then envision pathways to a better future.”

Baroudi, who serves as CEO of independent consultancy Energy
and Environment Holding in Doha, is a long-time champion of
dialogue, cooperation, and practical solutions to both the
global climate crisis and recurrent tensions in the East Med.
A regular speaker at regional energy and policy conferences,
Baroudi’s insights are also avidly sought by local and
international media, as well as governments, major energy
companies, and investors.

Having advised both public and private sector actors on a wide
variety of energy issues, Baroudi is widely credited with
bringing unique perspective to all manner of policy
discussions. He 1is the author of several books, including
“Maritime Disputes in the Eastern Mediterranean: The Way
Forward” (2021), and “Climate and Energy in the Mediterranean:
What the Blue Economy Means for a Greener Future” (2022).
Together with Notre-Dame University — Louaize, Baroudi has
also published a study of the US-brokered October 2022
Maritime Boundary Agreement between Lebanon and Israel, and 1is
currently preparing another volume on Lebanon’s prospects for
similar deals with Cyprus and Syria.

The TLN describes itself as “a nonpartisan, independent,
international network of practitioners, private sector leaders
and policy analysts dedicated to strengthening and reorienting
transatlantic relations to the rapidly changing dynamics of a
globalizing world.”



Monday’'s ceremony was attended by a broad cross-section of
high-profile figures, including senior officials from the
Departments of Energy and State, numerous members of
Washington’s extensive diplomatic corps, and representatives
of both international organizations and various media outlets.

Transport minister leads team
to Thilisi Belt and Road
Forum

AT el
Qatar is participating with a delegation headed by HE the
Minister of Transport and Communications Jassim Seif Ahmed al-
Sulaiti in the Tbilisi Belt and Road Forum, which was
inaugurated on Tuesday in Tbilisi, Georgia, under the theme:
“Partnership for Global Impact”.
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Inaugurated by the Prime Minister of Georgia, Giorgi Gakharia,
on Tuesday, the forum saw the attendance of over 2,000
participants from 60 countries, including heads of states,
ministers, diplomats and representatives of international and
business organisations.

In his opening speech, Gakharia stressed the importance of the
new Silk Road 1in modern economic integration and
globalisation, saying that the participation in the initiative
is among the top priorities of the Georgian government.

Georgia was one of the first countries applauding the China-
proposed Belt and Road Initiative (BRI) to create new trade
corridors between Europe and Asia and improve existing ones,
he said.

The Tbilisi Silk Road Forum, he said, is “an important
opportunity” and a platform on which the countries involved in
the BRI, international organisations and the private sector
discuss regional economic challenges and explore ways to
overcome the challenges and share experience.

The forum is being held for the third time in Tbilisi.

It is opened by the Prime Minister of Georgia and organised by
the Georgian ministries of foreign affairs, economy and
sustainable development and supported by China and the Asian
Development Bank.

The mission of the forum is to serve as an international
platform for multilateral high-level dialogue among senior
policymakers, businesses and community leaders to discuss
important issues on trade and connectivity, examine challenges
facing countries along the New Silk Road connecting East and
West, and find common solutions that have a positive impact on
the region and the global economy.

Day 1 provides opportunities to discuss a full spectrum of
issues related to trade, artificial intelligence (AI),



transport and energy in separate panel discussions, and Day 2
focuses on the private sector and investment opportunities in
Georgia.

Meanwhile, Prime Minister Gakharia met HE al-Sulaiti in
Tbilisi on Tuesday. The meeting reviewed bilateral relations
between Qatar and Georgia in the fields of transportation,
mobility and communications and means of further enhancing
them, in addition to discussing a number of topics of common
interest.

Building a new, better SDR BY
JAYATI

With much of the developing world teetering on the edge of a
debt crisis, the calls for a new issuance of special drawing
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rights (SDRs, the International Monetary Fund’s reserve
asset), have grown louder and more urgent. But to have the
desired effect, the International Monetary Fund (IMF) must
modify its allocation criteria and clarify how SDRs can be
used to support low- and middle-income countries through the
current economic turmoil.

One proposal currently being considered is to expand SDR
allocation beyond individual countries to include multilateral
development banks and dedicated funds. The idea of channelling
SDRs to multilateral institutions like the World Bank and
regional development banks, which are uniquely equipped to
assist emerging and developing countries, has become
increasingly popular in recent years.

The Bridgetown Initiative, led by Barbadian Prime Minister Mia
Mottley, has called for a new issuance of SDR500bn ($650bn)
“or other low-interest, long-term instruments” to support the
creation of a multilateral agency that would accelerate
“private investment in the low-carbon transition, wherever it
is most effective.”

Similarly, the recent report by the High-Level Advisory Board
on Effective Multilateralism (of which I was a member)
recommends the “immediate, and thereafter regular” annual
issuance of additional SDRs to aid countries facing foreign-
exchange shortages. The report also suggests that IMF
shareholders amend the organisation’s Articles of Agreement to
permit “selective SDR allocation.” This proposed change aims
to facilitate a more targeted and effective distribution that
prioritises the most vulnerable countries over the world’s
largest economies, which receive the lion’s share of SDR
allocations under the current rules.

Another proposed amendment stipulates that “specific
conditions” would automatically trigger SDR allocations to
ensure a “swifter global response.” Notably, the report
emphasises that eligibility for SDR allocation should not be
conditional on the recipient country adopting an IMF-supported
fiscal consolidation program.

Unfortunately, these proposals were not even discussed during



the Spring Meetings of the IMF and World Bank in April. But we
must continue to pursue these reforms, because increased
international liquidity, delivered in a timely and efficient
manner, 1s needed more than ever.

By modernising the outdated system of SDR allocation, the
international community could also narrow the climate-finance
gap. But, first, the many developing countries currently at
risk of a severe debt crisis must receive immediate budgetary
support. Unless we create a global financial safety net, the
United Nations Sustainable Development Goals stand little
chance of being met.

The ongoing financial turmoil highlights the current system’s
inherent inequities. Over the past few weeks, governments that
control global reserve currencies, such as the United States
and Switzerland, have pumped massive amounts of liquidity into
the banking sector to rescue private banks. In contrast,
debtor countries that have applied for debt relief under the
G20's Common Framework for Debt Treatments have been waiting
for years for a fraction of those sums.

The sovereign-debt crisis currently engulfing the world’s
poorest countries, which also happen to be the countries most
affected by climate change, requires immediate action. At a
minimum, low- and middle-income countries grappling with
balance-of-payments challenges should be given the opportunity
to bolster their foreign-exchange reserves through a new SDR
allocation.

But even if a fresh allocation is eventually agreed upon,
countries must understand how to make the most of it.
Unfortunately, the IMF's vagueness on this issue has caused
much confusion, with some asserting that SDRs belong to
central banks, not governments, and others insisting that they
are loans rather than assets distributed by the IMF.
Consequently, many recipient countries’ newly allocated SDRs
simply augment foreign-exchange reserves. While this can have
a positive impact by 1increasing a country'’s perceived
creditworthiness, it can also hinder more effective uses of
SDRs, particularly in times of acute shortages and fiscal



constraints.

The Ecuadorian economist Andrés Arauz has highlighted these
concerns, arguing that there is no legal basis for central
banks to appropriate SDR allocations. The IMF’s own guidance
says that members “enjoy a large degree of freedom in how to
manage the SDRs allocated to them,” including the extent to
which “central banks are involved in their management and
whether the budget can directly use them for budget support.”
According to the Fund, SDRs are “allocated and held by the
member and instructions for its use come through the fiscal
agency of the member” (emphasis added). In other words,
governments can use SDRs as they see fit.

The confusion over the nature and status of SDRs stems, in
part, from the IMF’'s own misclassification of these assets. As
Arauz points out, prior to the release of the IMF’s latest
balance-of-payments manual (BPM6) in 2009, SDR allocations
were treated as equity rather than as liabilities that
recipient countries must repay. The BPM6, however,
reclassified them as liabilities, essentially treating them as
debt. This change, which was made without clear reasoning or
transparent discussion, must be contested, because it can
deter the use, transfer, and recycling of SDRs, preventing
allocations from fulfilling their potential.

Some countries, particularly in Latin America, have
demonstrated creativity in their use of SDRs. Ecuador, for
example, used them to finance its 2021 investment plan. The
same year, Paraguay channelled its allocation to investments
in health, education, housing, and other public expenditures,
and Argentina used its $4.6bn allocation to pay off maturing
debt, fulfilling its obligations to the IMF.

In other countries, central banks’ perceived role as the
custodian of SDRs did not completely restrict alternative
uses. Colombia, for example, used SDRs to facilitate a
domestic debt swap between the government and the central bank
and generate short-term liquidity. Although Mexico'’s central
bank asserted its ownership of the country’s SDRs, the Mexican
government acquired international reserves from it through a



currency exchange in late 2021.

The current crisis 1is an opportunity to construct a fairer,
more sustainable international monetary system. A sensible
reform agenda must include increased SDR issuance and the
creation of more efficient and equitable distribution
mechanisms. To achieve this, the G7 countries, as the IMF’s
largest shareholders, must demonstrate a modicum of wisdom and
leadership. — Project Syndicate

1l Jayati Ghosh, Professor of Economics at the University of
Massachusetts Amherst, is a former member of the UN Secretary-
General’s High-Level Advisory Board on Effective
Multilateralism.
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UAE’s ADNOC Gas to Start
Trading 1in $2.5bn IPO.
International Energy Expert,
Roudi Baroudi told AFP: “LNG
1s Most Important Transition
Fuel 1in the move away
from hydrocarbons”.

launch on the Abu Dhabi stock market on Monday in a $2.5
billion initial public offering aimed at tapping high demand
for the fuel.

Shares in ADNOC Gas, which only became operational at the
start of this year, were heavily oversubscribed even after the
offering was expanded from 4.0 to 5.0 percent of issued share
capital in response to strong interest.
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The final price was set at 2.37 dirhams ($0.65) per share,
towards the top of its range, raising about $2.5 billion and
implying a market capitalisation of around $50 billion.

ADNOC Gas is the biggest flotation yet on the Abu Dhabi stock
exchange, which opens at 9:30 am (0530 GMT).

At more than 50 times oversubscribed, it is the biggest demand
ever seen for an initial public offering in the Middle East
and North Africa, outstripping oil firm Saudi Aramco’s world-
record $29.4 billion listing just over three years ago.

The rapidly organised IPO from ADNOC, one of the world’s
biggest oil firms, follows last year’s scramble for
alternative gas resources after Russia’s invasion of Ukraine,
and comes as countries search for cleaner fuels to mitigate
global warming.

Energy consultant Roudi Baroudi, who heads the Qatar-based
Energy and Environment Holding firm, said he expected brisk
demand when the shares start trading.

“There 1s every reason to expect that the massive
oversubscription we saw will carry over into strong interest
when the shares are floated publicly,” Baroudi told AFP.

— ‘Transition fuel' -

Abu Dhabi National 0il Company, the United Arab Emirates’ key
revenue-earner, retains a 90 percent stake in the subsidiary
formed from its former gas processing, LNG and industrial gas
units.

Gas 1is being touted as cleaner than other fossil fuels as
countries around the world strive to reduce their emissions.

Baroudi said Liquified Natural Gas (LNG) was “the most
important transition fuel in the move away from hydrocarbons”.

In 2021, the UAE produced 57 billion cubic metres (bcm) of



natural gas, or about 1.4 percent of global output, according
to the BP Statistical Review of World Energy.

That same year, the Emirates exported 8.8 bcm of LNG, 1.7
percent of world LNG exports, the Statistical Review said.

“As global efforts to battle climate change gain pace, the
role of natural gas in general.. is widely expected to grow,”
Baroudi said.

“ADNOC enjoys a solid reputation, so it was to be expected
that the ADNOC Gas IPO would attract strong interest.”

ADNOC Gas could be the first in a series of share offerings in
Abu Dhabi this year.

At least eight companies are expected to follow in fields
ranging from technology to asset management and regenerative
medicine, Bloomberg said, citing Sameh Al Qubaisi, director
general of economic affairs at Abu Dhabi’s Department of
Economic Development.

https://www.digitaljournal.com/business/uaes-adnoc-gas-to-star
t-trading-in-2-5bn-ipo/article
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Lebanon vs. Israel: Karish Field Exploratory Drilling vs. Contested Waters
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Sun-starved Sweden turns to
solar to fill power void

Bloomberg

Sweden, known for its long dark winters with barely any
daylight, is seeing a solar power boom.

Harnessing whatever sunshine the country gets is emerging as
the quickest solution to fill part of the void left by two
closed nuclear reactors in southern Sweden, where the biggest
cities and industries are located. With shortages piling up in
the region and consumers keen to secure green energy at stable
prices, solar is quickly catching up with wind as developers
put panels on rooftops and underutilised land in populated
areas.

While the lack of sunlight is a hindrance, every bit of new
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electricity capacity will lower imports from Europe where
prices are more than three times higher than in the rest of
Sweden. Projects are also getting built quickly because
developers are directly getting into power sales deals with
consumers and aren’t dependent on government support, said
Harald Overholm, CEO of Alight AB, which started Sweden’s
biggest solar plant this month.

Companies are targeting a quick ramp-up, pushing total
capacity in the country to 2 gigawatt this year. That'’s more
than the two nuclear reactors in Ringhals that were halted in
2020, and will close the gap with Denmark, an early mover in
the industry in the region.

“We are very good at creating contracts directly with
commercial partners that use power, and that is what drives
our development,” said Harald Overholm, CEO of Alight.

The past winter has demonstrated the hole left behind by the
two atomic reactors, with the government facing the task of
resolving a divergent market. While vast hydro and wind
projects have kept the cost of electricity in the sparsely
populated north in check, a lack of generating capacity and
congested grids have forced the south at times to import
power.



