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Good afternoon,
Thank you for  the invitation to this conversation on the global role of the euro in the year that marks the 20th anniversary of the single currency.
In its 20 years of existence, the euro has become a positive symbol of Europe’s unity, integration and economic strength.
Two thirds of Europeans see the euro as a good thing, as the most meaningful symbol of the European integration, and the number of Member States that have adopted it continues to grow.
As of 2023, with the accession of Croatia to the Euro area, 20 out of 27 member states will be served by the euro, representing almost 90% of EU GDP and 78% of the EU population.
But also globally the euro means Europe. Very few people are aware of other EU currencies. And the common currency has become a channel for the proliferation of the European values of democracy, free markets and international cooperation.
The aggression of Putin reminded us once more of the importance and relevance of European values and democracy, but also of risks and uncertainty in the global world divided between democracies and authoritarian regimes.
The current geopolitical environment matters for our conversations as this context carries significant uncertainty and downside risks coming from the global world.
 
Globalization undergoes a remodeling, with its roots shifting away from purely efficiency and cost related basis towards resilience and security oriented roots.
The demand and supply side inflationary pressures will not disappear overnight. Monetary and public spending policies operate in a framework of unprecedented combination of factors reducing the efficiency of policies and producing global spillovers.
Most of these issues should be left for another debate. Nevertheless, I am mentioning them because they do have relevance for the strategic importance of the euro.
There is a generally shared view that the international role of the European currency remains below its potential and it is our strategic interest to reap the potential benefits of a stronger role of the euro in the global world.
Since its inception, the euro’s international position was entirely left to market forces.
We have realized, however, that with supportive policies the euro can become a currency that is more widely welcome, used and trusted.
Also, the ECB seems to have departed from its historically neutral stance regarding promoting the euro as a global currency.
The President of the European Commission highlighted in his 2018 state of the union address the need to ensure that the single currency plays its full role on the international scene. There are many studies exploring how euro delivers on different functions of global currency. We have the second global currency, but far away behind the first.
These thoughts about the euro have added a new dimension to the open strategic autonomy discussions and related policy making. Today’s discussion implies also the need of looking at the euro’s global role in the context of unfavorable global spillovers, largely due to the lack of effective coordination of monetary policies in major jurisdictions. (Fed)
We have become aware that enhancing the relevance of euro globally is not a short walk in the park, and when we start this walk it will not be without hurdles. It is about
 
a long-term market driven process with a well thought through and orchestrated addition of multiple policies facilitating the process.
Our goal is not to make the euro a leading currency replacing other currencies, but rather to aim for a multi-polar system in which several currencies have a comparable role.
Under the concept of open strategic autonomy, we are now called to make a choice to politically support the euro as part of a wider strategy to better enable Europe to play a leading role in global economic governance, enhance our geopolitical resilience and our new policy agenda.
In my view, responding to the question on whether the global role of euro should be left to market forces or subject to specific supportive policies and policy measures would be that it requires relevant policies, covering areas of international trade, financial services and capital markets, payment systems but also climate change and digital transformation, but also, we see now, energy, foreign and security policies. It is about creating a policy environment conducive to enhancing the role of the euro globally.
Two years ago we had a debate without the war challenge and without a fully-fledge energy crisis. But even then we knew we could not ignore challenges that emerge globally.
Today we look at the path toward increased global euro relevance in a different international environment and with a full uncertainty about the future.
The multiple crises context led the EU to reaching out to financial markets and borrow on the basis of debt denominated in euro.
That has made the issue of international position of euro a more pragmatic one. This has also impact on our debate on euro safe assets.
The domestic priorities of US policy have been affecting also other jurisdictions of the world, including the euro area. The fact that we experience global spillovers of policies in another jurisdiction, influencing the value of the euro and EU inflation adds to the ECB’s concerns regarding links between global currency status and monetary policy both in terms of monetary autonomy and global transmission of monetary policy. 
Current developments make it legitimate to say that EMU broadly understood reforms alone cannot deliver a more powerful globally euro as a byproduct. We need supportive policies. We also know that it will take some time. We talk about a process.
In early 2021 the European Parliament adopted a Resolution on the International Role of the Euro, for which I was Rapporteur.
The core message of that Resolution was that to protect the European Union’s interests and reinforce its geopolitical position, the EU should focus on using its economic strength strategically, deploy its financial firepower, and complete important integration projects.
We see that this continues to be true today.
We focused on reforms and policies that can make our currency credible globally and that in turn would enhance the international competitiveness of European markets, strengthen the stability and attractiveness of our currency and attract so badly needed investments.
The Resolution was clear that the long-term international role of the euro goes beyond the currency as such. It will largely depend on the euro area’s attractiveness as a location to do business, as the decision to use a currency is ultimately determined by market participants’ preferences.
Confidence in the stability of a currency is a crucial component that influences its choice and it is as well an important criterion for central banks and governments in determining the composition of their international reserves.
Two years after the report, there are some good news.
On the Banking Union, Member States agreed on the reform of the ESM and the common backstop to the SRF entered into force. Maybe the national Deposit Guarantee Schemes will get some fine tuning but the lack of agreement on a common European Deposit Insurance Scheme (EDIS) essentially means that the Banking Union continues to be lacking one of its three pillars, and that it will not be implemented in the foreseeable future.
The strengthened CMU, and we are working on it seriously, would promote the role of the euro in the international marketplace, as deep and liquid domestic, financial and euro-denominated capital markets are essential for a currency to achieve and raise its international status. This is a fundamental requirement.
Yet, we continue to see underdevelopment and segmentation of the euro area’s capital markets along national lines and vertical siloses. It results in small-sized and fragmented markets.
Among the successes of the last couple of years, I would mention overcoming a long term hesitancy of emitting European debt through the issuance of EU bonds. I think here of SURE as the instrument supporting labour market and of the first tranches of the Recovery and Resilience to support the economic recovery, address structural weaknesses and put in place policies to enhance sustainable growth and competitiveness.
We continue to work on the euro as the world’s standard setter for green bonds and leading currency of denomination for the issuance of such bonds.
It is clear that the successes of the Union in issuing common debt support the arguments of those of us calling for European safe assets. An adequate supply of safe assets is a precondition for international currency status.
And policies boosting the internal market, promoting growth, securing our industrial fabric, and ensuring financial, fiscal and macroeconomic stability at both the aggregate and national levels are needed. We need to foster the use of the euro in pricing and invoicing in trade transactions, promote its use in EU trade agreements, especially in the area of energy trade, which has become even more critical today. 
We have already reduced old dependencies in energy market. I hope that deals with new suppliers, and we signed 56 of them this year, have price mechanisms based on euro.
So I would say that fundamental messages of the Resolution on the international role of the euro remain as valid today as they were two years ago.
I also trust that our work on macroeconomic governance and, in particular, on the new European fiscal framework will pave the way towards fiscal stability .
The euro as a currency will benefit from the ECB and Commission’s work on the launch of a digital euro. Amongst the world’s biggest economies, Euro is at the forefront of innovation in the space of digital currencies - and I am sure that my colleague from the ECB will share some further thoughts on the matter.
Protecting the European Union’s interests has got recently a strong geopolitical dimension.
Geopolitical shifts and international trade challenges, including the disruption of value chains, technological developments, digital transformation, the rise of China’s economic power, geopolitical challenges to multilateralism, the pandemic and its consequences and now the war in Ukraine and the energy crisis have triggered not only reflection but also action on building necessary resilience of European economy.
The globally meaningful euro can facilitate EU’s global effective engagement. But this is a two way street. The currency can also benefit from the EU’s global engagement, from the EU’s capacity to build global alliances with like minded democracies.
But more needs to be done in terms of policies enhancing the euro’s global potential and its resilience to global risks. We continue to see that its benefits are not shared evenly among the euro area members. This is a risk to cope with.
Let me conclude with the typical Brussels line that these have been good years for the global role of the euro, still a lot remains to be done.
Thank you.
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