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(The meeting opened at 15.05)

1-003-0000
Chair. — Colleagues, may | ask you to take your seats. | would like to adopt the agenda. The
agenda is adopted.

I welcome the President of the European Central Bank, Mario Draghi, for the first monetary
dialogue of 2017. The previous one, as you will remember, took place on 28 November 2016.
Today’s dialogue is taking place in a context which is particularly complex and challenging.
We see improvements in the economic data. However, risks surrounding the euro area growth
outlook remain on the downside, mainly due to geopolitical factors. In particular, some first
concrete confirmations of a new, more unilateral, policy stance by the new US administration,
including on sensitive financial market regulatory issues, raise concerns and require both
thorough reflection and action from the EU side. In this respect, differentiated integration is —
and can be — an important tool, but it has to be used in the framework of the EU legal order
and the Community method, and should be a tool to push through the unity of the EU and to
achieve ambitious goals, including the completion of EMU, not the opposite.

As you know, since the last monetary dialogue the ECB monetary stance has remained
unchanged. The Governing Council has decided to continue the asset purchase programme
after April 2017, at a monthly rate of EUR 60 billion, until the end of December or beyond, if
necessary, and in any case until the Governing Council sees a sustained adjustment in the path
of inflation consistent with its inflation aim. So, with this decision, the ECB sent a clear
message that it would not let the moderate-but-firm recovery of the euro area economy be put
at risk, and confirmed that it was equipped with the necessary ammunition to respond to any
economic or geopolitical contingency.

I think it is very clear that, until now, the ECB’s unconventional policies have played a crucial
role in repairing monetary policy transmission channels and supporting domestic demand and
price stability. Some concerns have been raised about the possible adverse effects of
unconventional monetary policies — in particular the additional risk to financial stability of an
extension of the QE programme and the possible side effects of non-standard policies on
aggregate productivity, so these two topics have been selected by the ECON coordinators in
preparation for this monetary dialogue. We have done some preparatory work on these two
items with the contribution of distinguished scholars.

Regarding the first topic, the papers outline that the theoretical and empirical literature does
not provide a clear consensus on the influence of monetary policy on asset price bubbles and
that possible instabilities are a matter for domestic policy and not for QE. Regarding the
second topic, the paper underlines that there is no clear evidence that monetary policy has had
a negative impact on productivity.
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So we have a lot of interesting topics to discuss and we expect a lot from your presentation,
President Draghi. | give you the floor.

1-004-0000

Mario Draghi, President of the European Central Bank. — Chair, honourable Members of the
Committee on Economic and Monetary Affairs, ladies and gentlemen, | am pleased to be
speaking before your committee on the eve of the 25th anniversary of the signature of the
Treaty on European Union in Maastricht. That bold decision marked ‘a new stage in the
process of European integration’. It laid the foundations for Economic and Monetary Union,
and the European Central Bank. Ten years later, citizens started to have euro in their hands.
This amounted to a considerable strengthening of the political commitment that has been
keeping us together for 60 years.

It is easy to underestimate the strength of this commitment. But that would overlook the
progress we have made. With the single currency, we have forged bonds that survived the
worst economic crisis since the Second World War. This was, in fact, the original raison
d’étre of the European project: keeping us united in difficult times, when it is all too tempting
to turn against our neighbours or seek national solutions. But the objective of Economic and
Monetary Union should be to strive to achieve ‘economic and social progress’ as was the
intention of the signatories to the Maastricht Treaty. And for this, we need sustained growth
and job creation.

The resilient recovery we have witnessed in recent times has been a welcome step towards
this objective. Over the last two years, GDP per capita has increased by 3% in the euro area,
which compares well with other major advanced economies. Economic sentiment is at its
highest level in five years. Unemployment has fallen to 9.6%, its lowest level since May
2009. And the ratio of public debt to GDP is declining for the second consecutive year. These
are steps in the right direction. But these are just first steps. We need to continue on this path
so that unemployment decreases further and more Europeans can benefit from the recovery.

I will start by discussing our contribution to supporting the recovery and will then lay out why
the monetary policy decisions taken in December were the right ones in the current economic
context. As you have requested, | will also discuss risks to financial stability, which are
constantly monitored.

Our monetary policy has been a key contributor to the positive economic developments | have
just described. Our measures have worked through the financial system and are benefiting the
real economy at large by ensuring very favourable financing conditions.

At the December meeting, the Governing Council saw the need for the recovery to further
mature and strengthen to ensure a sustained convergence of inflation rates towards levels
below, but close to, 2% over the medium term. For this to happen, financing conditions have
to remain supportive, taking remaining uncertainties inside and outside the euro area into
account. We therefore decided to safeguard the amount of monetary easing for the period
ahead.

Against this background, we decided to extend the asset purchase programme beyond
March 2017, with the intention of conducting our purchases until the end of December 2017
or beyond, if necessary, and in any case until the Governing Council sees a sustained
adjustment in the path of inflation consistent with its inflation aim. We will continue to
purchase assets at the monthly pace of EUR 80 billion until March. Starting from April, our
net asset purchases will run at the monthly pace of EUR 60 billion, and we will reinvest the
securities purchased earlier under our programme, as they mature. This will add to our
monthly net purchases.



06-02-2017 3

Our December decisions strike a balance between our growing confidence that the euro area’s
economic prospects are firming up, and — at the same time — the lack of a clear sign of
sustained convergence of inflation rates towards the desired level.

On the one hand, the evidence suggests that the acute deflation risks have disappeared and
that inflation is set to pick up over the coming years. And contrary to a widespread
perception, euro area economic conditions have also been steadily improving. Euro area GDP
growth has been solid in every quarter since the beginning of 2015, averaging 1.9 percent in
annualised terms. Compared to 2013, there are 3.5 million fewer unemployed in the euro area,
a decrease by more than 18%. And in the last quarter, the recovery has been broadening
across sectors and across countries. Indeed, the dispersion of value added growth across euro
area countries and sectors has declined sharply and stands close to its lowest level since the
introduction of the euro.

But support from our monetary policy measures is still needed if inflation rates are to
converge towards our objective with sufficient confidence and in a sustained manner. The
pickup in headline inflation in December and in January largely reflects sizeable upward base
effects and recent increases in energy prices. So far, underlying inflation pressures remain
very subdued and are expected to pick up only gradually as we go on. This lack of momentum
in underlying inflation reflects largely weak domestic cost pressures. The still-significant
degree of labour market slack and weak productivity developments are weighing down on
wage growth.

As | have argued before, our monetary policy strategy prescribes that we should not react to
individual data points and short-lived increases in inflation. Our relevant policy horizon is the
medium term. We therefore continue to look through changes in headline, HICP, inflation if
we believe they do not durably affect the medium-term outlook for price stability.

Looking ahead, risks to the euro area outlook remain tilted to the downside and relate
predominantly to global factors. Our current monetary policy stance foresees that, if the
inflation outlook becomes less favourable, or if financial conditions become inconsistent with
further progress towards a sustained adjustment in the path of inflation, the Governing
Council is prepared to increase the asset purchase programme in terms of size and/or duration.

You asked me to discuss the financial stability implications of our accommodative monetary
policy. In short, the benefits of our policy clearly outweigh potential side effects. And the
latter are best addressed — if necessary — through other policies. As | have just argued, our
monetary policy has been key in supporting the ongoing recovery. Going one step further, our
measures have played a key role in preserving stability in the euro area — and that includes
financial stability.

Let me now elaborate on the potential side effects of a very accommodative monetary policy
on financial stability. One of those side effects concerns the impact on banks’ profitability.
Let us first look at the data. Following a slowdown in profit generation in the first quarter of
2016, the profitability of euro area banks stabilised in the second quarter. According to
preliminary data, developments for the third quarter seem to be in line with those observed for
the second quarter.

Monetary policy can have an impact on bank profitability through various channels. Our
assessment is that so far these effects tend to largely offset each other. Low (and negative)
rates might dent bank profits through the narrowing of net interest margins. At the same time,
in supporting the recovery, accommodative monetary policy reduces delinquency and default.
It thus improves the credit quality of firms and households. This improved credit quality in
loan portfolios — together with increasing intermediation volumes — is certainly positive for
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banks. It has been a key factor sustaining banks’ earnings over the last year. Moreover, low
longer-term interest rates increase the market value of financial assets held by banks. This, in
turn, results in capital gains that further support bank profitability. This aggregate picture
masks some heterogeneity within the banking sector, however. In particular, depending on
their business models, individual banks might be affected in different ways by the low interest
rate environment.

A second issue is the potential risk of credit or asset bubbles. Currently, we do not see
compelling evidence, at the euro area level, of stretched asset valuations. Both corporate bond
spreads and equity prices appear to be broadly in line with fundamentals. Similarly, real estate
price growth remains moderate in the area as a whole, although significant cross-country
heterogeneity is observable. This assessment is corroborated by the fact that credit growth is
still modest, which suggests that asset price developments are not accompanied by increasing
leverage.

Nevertheless, the longer the accommodative measures need to be kept in place, the greater the
risks of unwarranted side effects on the financial system become. For instance, asset prices
may increase to levels that are not in line with fundamentals because investors may be
tempted to take on more risk during times of low yields. Such developments are best
addressed by enacting appropriate macro and micro prudential measures.

While our single monetary policy is geared towards delivering price stability for the euro area
as a whole, macroprudential policy measures can be designed to address financial stability
risks that may be building up in specific market segments, in specific jurisdictions or
individual countries. Addressing potential risks at their origin also reduces the probability of
contagion throughout the euro area.

Microprudential policies also help to reduce vulnerabilities in banks. I therefore welcome the
European Commission risk reduction proposals presented last November, which further
develop the European Union’s legal framework for credit institutions and should increase the
resilience of banks.

Let me conclude. As I argued last week in Ljubljana, and as the crisis has shown, the benefits
of the single currency can only be fully reaped if we have policies and institutions at national
and European level that ensure it works for everyone.

In the run-up to the launch of the euro, there was a strong commitment to advancing along the
path of institutional and economic convergence. The crisis showed that this commitment
cannot be relaxed. In fact, it remains fully relevant today as we seek to strengthen EMU and
the EU in the face of current uncertainties and in preparation for future challenges.

The euro area’s resilience in 2016 despite a range of negative shocks shows that we are on the
right track. It also suggests that reforms at national and European level have been paying off
in terms of economic growth. As the economic situation improves, and even though
challenges in other policy realms have understandably been the recent focus of our attention,
we should not stop our efforts to make EMU more resilient and prosperous. We can and
should address the remaining, well-identified fragilities at national and European level. On the
latter point, I look forward to the continued support of the European Parliament in the second
half of this legislative term. Thank you for your attention. I am now at your disposal for
questions.
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1-005-0000

Chair. — President Draghi, you will of course have the support of the European Parliament in
these ambitious but necessary goals. We now come to the first speaker in this slot. | would
remind you that there is a maximum of two minutes for the question, five minutes in total.

1-006-0000
Ludék Niedermayer (PPE). — Welcome, Mr President. As always, let me thank you for your
work. | believe you have all our support.

My first question concerns the development of real interest rates. We can see that inflation is,
finally, not close to the zero mark, and obviously not at the target, but somewhere in between.
It could go up a little bit. As a consequence, real interest rates are falling because nominal
interest rates have stayed the same. This means that monetary policy is providing more
stimulus to the real economy at a time when, as you said, the economy is showing quite good
growth. So I wonder how you would expect — or wish — to see the development of real interest
rates in the next few quarters?

My second question is more macroeconomic. Unfortunately, in the current world situation we
can see some signs of a possibility that global economic management will move from a liberal
and more pro-trade strategy to a more protectionist approach, at least from some important
countries. | wonder to what extent you consider this to be an important risk factor for the
European economy. What would be your response to such a scenario?

1-007-0000

Mario Draghi, President of the European Central Bank. — The conditions that the Governing
Council has defined for our inflation objective are basically four conditions. The first is that
there should be convergence towards our objective of an inflation rate below, but close to, 2%
over the medium term or over the relevant policy horizon. The second is that this convergence
should be durable. In other words, we look through developments in inflation that we judge
transient.

The third condition is that it should be self-sustained. Why is that so? Because the current
projections of the ECB staff for inflation, which foresee that the inflation rate will approach
the objective of being close to, but below, 2% by 2019, foresee that the present level of
expansionary financing conditions — so not only the monetary policy but generally speaking
financing conditions — will remain in place, so the market expectations actually discount the
continuation of the present financing conditions.

The fourth feature is that the objective, we should never forget, is defined in terms of an
inflation rate for the whole of the eurozone, so even if certain countries experience an
inflation rate which is moving quite vigorously towards the objective, we should look at the
inflation rate for the whole of the eurozone, as our mandate basically specifies.

Let me also add that our objective is defined and will continue to be defined as the headline
inflation rate, but we have to be convinced that movements in headline inflation are durable,
self-sustained, medium-term and for the whole of the eurozone, and for this matter we also
look at other concepts of inflation like the underlying inflation pressures that | mentioned in
my introductory statement.

On the second question, | would say it is too early to say. | would certainly look with worry at
the potential announcement of protectionist measures because, after all, our Union, the
European Union, has been created on the foundation of free trade and on the foundation of the
four freedoms, so we will have to judge when we actually see in place what is being
announced.
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1-008-0000

Jakob von Weizsacker (S&D). — President Draghi, it is a pleasure to have you here and you
have convincingly argued in the introductory statement that your mandate and the measures
you employ are properly synchronised, contrary to what some critics have argued, based on
headline inflation, but I think you explained very well why just going for headline inflation, in
some countries may not be the best way to look at your responsibilities. However, in the
introductory statement you also outlined that there are some risks coming with that policy and
that it is of the utmost importance to deal with the robustness and credibility of prudential
measures in particular.

My first question to you is: how do you think we are going to succeed in doing that in light of
Friday’s executive order from President Trump, which outlines what first appeared to be quite
reasonable principles for financial sector regulation, but in fact puts in motion a mechanism of
review of existing financial regulation with a 120-day rhythm — so three times per year the
Treasury is supposed to report basically on how to best dismantle the lesson learned from the
financial crisis. 1 am caricaturing a little bit now, but that it what it would amount to. My
question to you is: in light of the importance of the robustness and credibility of prudential
measures, what should Europe’s strategy be to respond to that challenge? That is my first
question.

My second question goes to a specific matter we are starting to discuss in the European
Parliament, and that is the recovery and resolution of CCPs (Central Counterparties). In the
past, in EMIR, we have taken a college of regulators approach for CCPs, while we have
decided to create the Banking Union for banks on account of very big spillovers. My question
to you is: in view of the fact that the members of the CCPs are basically all very large banks,
is this college of regulators’ approach still the appropriate approach and Banking Union,
especially after Brexit.

1-009-0000

Mario Draghi, President of the European Central Bank. — On your first question, to some
extent | would say that it is still too early to say. But if we were just to look at historical
experience and ask ourselves what were the main reasons for the financial crisis we
experienced starting in 2007, we can of course disagree about whether it was a monetary
policy which was too expansionary, as some would argue. Others would say that actually it
was due to the dismantling of pre-existing financial regulation in the previous years. But
surely all would agree that there was a combination of both factors. At the present time we
have expansionary monetary policies more or less everywhere in all jurisdictions, to different
degrees depending at which stage of the recovery cycle the various economies are. So the last
thing we need at this point is a relaxation of regulation. I think, to a great extent, that the fact
that we are not seeing the development of significant financial stability risks is the reward of
the action that legislators, regulators and supervisors have been undertaking since the
financial crisis erupted. Nowadays, financial intermediaries are stronger than they were before
the crisis. So the idea of repeating the conditions that were in place before the crisis is
something that is very worrisome. | think I have answered your question.

Your second question was about the recovery and resolution of central CCPs. We have a
proposal by the Commission. We are in favour of strengthening the arrangements for recovery
and resolution of the CCPs so, to some extent, especially in the presence of Brexit, the
college’s framework may have to be revisited. We think that the ECB should have a role in
regulation for the CCPs. Finally, whatever arrangement we come up with, there must be
consistency in international standards.

1-010-0000
Notc Maopuag (ECR). — Kvpie Draghi, n coppetoyn tov 1010Tikod topéa ot dtadtkooio
avadldpBpwong tov eAAnvikov dnpociov ypéovg, 10 yvootod PSI, mov éywve 1o 2012 oty
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EXMLGSa, odfynoe oto kovpepo katd 53,5% TtV opoAdy®mvV TV  WIOTOV, TOV
UIKPOOLOAOYLOVY®V  QULGIK®V TPocsOnv. [ldve oamd 15000 pukpooporoyovyotr Aowmdv
Exacov Tave amd 6 dioekatoppvpla vpd. ‘Evavtt Tov vrolointov 46,5% tov Ke@OANiOL TOVG,
10 31,5% avtikataotddnke amd opoloya Tov €AANVIKOL dnpociov to omoia Eekvodv va
mnpovovtal omd 1o 2023 uéxpt 1o 2042. 'Etol, oe avtifBeon pe v Evponaiky Kevipum
Tpanela, n omola amépuye 10 Kovpepa oto PSI kol yAitwoe 54 dioekatoppvplo vpm, ot
LKPOOLOAOYLOUYOL oV gival QLoKd Tpdowma, €6v e£oeAnBodv moté, Bo umopécovv va
eEopAnBovv to 2042, edv (ovv BEPara uéypt tote. Ipokepuévou va Bepamevtel avti 1 adikia,
Ba M0eha vo cag vroPdiwm pia mpoTaon kot Oa Goc TOPUKOAES® VO LoV amavTinoete. Oa
umopovoe dpaye 1o Evpocvomua, kol edikdtepa 1 EKT kot n Tpanela tg EAAGSOC, oT0
TAQIGIO0 TOV TPOYPAUUOTOS TOGOTIKNG YOAAP®ONG, Vo TPoxwpnoel evtog tov 2017 oty
ayopd T®V OHOAGY®V aUTAOV TOV EAANVIKOD ONHOGIoV, KOTOPAAAOVIOG TO TOGHE GTOLG
Jkaovyovg Kot eEoAmvtag Toug -6to 100%- 6Aa ta opdAoya Tov Afyovv amd to 2022 puéypt
0 2042; Me owt6 tov tpoémo, n EKT 6o cvpupdier oty amokatdotaon pog adikiog. To
k6otog etvan mepimov 800 exatoppvpia gvp®d kot 1 EKT amoktd €ror ) dvvatdta vo
opdoel emMTEAOVC HE OKOTMO TNV MOCOTIKY YOAAP®OON VLAEP TOV TOMTOV, TO YVOOTO
«quantitative easing for people». @a f0eia pia amdvinon oto Bépa avtd kopie [Ipdedpe.

1-011-0000

Mario Draghi, President of the European Central Bank. — On your first question the only
thing | can say at this stage is that the terms of the restructuring had been set at that time and,
as far as my knowledge goes, there is no intention to revise these terms, but if a more
complete answer can be given | will certainly give you a written answer.

As regards the second question, | have been asked this question several times, so let me try to
respond to it in terms of when and if the ECB is going to buy Greek debt. First of all, we have
to address the issue of debt sustainability. To reach a convincing assessment about debt
sustainability, both the short-term and the medium-term measures that are being negotiated —
the short-term are already in place, but the medium-term measures that are being negotiated
with the Member States — will have to be in place so that a convincing debt-sustainability
assessment can be made. In other words, the second review must be concluded. Once that is
done, the Governing Council, in full independence, will express its own assessment of debt
sustainability based, inter alia, on risk management considerations, and at that point we can
talk about purchasing debt. So we may be close to that time if the conclusion of the second
review comes quickly, or it may be some time before we can actually do that.

1-012-0000

Noétmg Maprag (ECR). — Kopie Draghi, n epdtnon pov givat ToAd GUYKEKPLUEVT KOl apopd
TOVG UIKPOOLOAOYL0UYOLG 01 0moiot KataoTpaenkay. Edv onladn amopacicete va ayopaceTe
eEAMMVIKS Yp€og, Ba LTOPECETE VO TPOAYOPAGETE TOL OLOAOYO TOV UIKPOOUOAOYLOVY MV KoL VO,
toug eEopMoete oto 100%, mopdrio mov Affyouv to 2042; OA® ol amdvinomn. Zog
TopaKoAoLOoVV y1Aboeg dvBpomot. To Bépa eivar coPapo.

1-013-0000

Mario Draghi, President of the European Central Bank. — We will certainly look at this idea,
but let us keep in mind the fact that the rules governing purchases are the same for all member
countries, so we have to start from the same standards.

1-014-0000

Cora van Nieuwenhuizen (ALDE). — Welcome, Mr Draghi. | would like to ask you two
questions, first on monetary policy and the second one on cybersecurity. As you mentioned
yourself in your opening statements, your monetary policy doesn’t exactly give you the
popularity prize in every country, including mine. In the Netherlands, many people think of
you as an economic body-builder, taking too much monetary steroids just to pimp the
economy. You said that the monetary policy cannot go on for ever, and I’m also aware that
you cannot discuss your exit strategy scenarios in detail with us. But when we visited the US
with an delegation from the Committee on Economic and Monetary Affairs (ECON), at the
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Fed they told us that their policy was not date driven but data driven, and that of course makes
sense. So | would like to ask you the question: is the ECB policy also data driven? And if that
is the case, what data exactly are you taking into account?

And the second question is about cyber. Last week in Frankfurt you spoke very positively
about the opportunities that new technologies can offer the financial sector for innovating. As
the rapporteur on Fintech | wholeheartedly agree with you on that and I think we should really
should make sure that all developments can actually happen. But you also mentioned the
threats that we have to face on cyber risk. So my question to you is: do you think that we have
cybersecurity in the financial sector high enough on our agenda, for example in all of our
stress tests, or do you think we need to step up? Do we have already enough knowledge and
experience, for example, in all of our supervisors, or do you think we need something extra
for that?

1-015-0000

Mario Draghi, President of the European Central Bank. — Let me respond first to the second
question: we definitely need to step up our efforts. Our experience with cybersecurity in the
last four or five years shows that in all sectors we have been fairly unprepared, not only in the
financial sector but at large. So there is a serious, | would say almost a quantum leap that all
actors will have to make, including the financial services industry, both the industry in the
private sector and the supervisors in this field. It’s also something that doesn’t have a defined,
finite benchmark, because the progress of cybercrime is continuously moving with
technology, with innovation. So we definitely have to work hard and continue to develop
safer and better standards.

On your first question, it’s really about what we need in order to clarify what we will do next.
Well, we need in a sense an inflation rate that satisfies the four conditions that | mentioned
before, namely: that we see a convergence towards our objective; that we see a durable
convergence over the medium term, that is over the relevant policy horizon; and we have to
see that it is self-sustained, in other words when we judge this we have to respond positively
to the question: suppose we are going to withdraw our support, what is going to happen? Will
the inflation rate drop suddenly, or will it continue its convergence to its medium-term
objective? And if the answer is the second, then in that case we would be in a position to
withdraw our monetary policy support. And the fourth condition is something that |1 won’t
stop arguing in all countries, including yours, that there has to be an inflation rate which refers
to the whole of the Eurozone, because that is how our mandate is being defined.

1-016-0000

Marisa Matias (GUE/NGL.). — Senhor Presidente, Senhor Draghi, obrigada tambem. A Zona
Euro terminou 2016 com uma inflagdo de 1,1 %, abaixo de 1 % se excluirmos a energia dos
produtos alimentares. Em janeiro de 2017 a inflacdo aumentou, mas excluindo 0os mesmos
produtos continua estavel e, assim sendo, desde 2012 que o BCE continua em violagdo do seu
mandato.

Apesar disso, e apesar dessas dificuldades e dessa violacdo, o programa Quantitative Easing
teve resultados moderados para a economia e contribuiu para a solvabilidade de
Estados-Membros. E absurdo, num contexto de incumprimento em baixa da meta da inflagéo,
reduzir os estimulos. Alids, o anuncio dessa reducdo ja fez aumentar os juros da divida
publica portuguesa, apesar de Portugal ter surpreendido todas as instituicbes europeias em
matéria de reducdo do défice. Acresce a isto que o critério da chave de capital ndo esta a ser
respeitado na distribuicdo das compras do BCE.

Economias como a portuguesa, por causa do volume da divida oficial que é decorrente do
resgate, ndo tém acesso as compras que deveriam ter direito e isso gera uma situacao
absolutamente absurda, Senhor Draghi.
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Portugal tem o mesmo racio de divida que Italia, tem um excedente primario muito mais
elevado, mas paga juros mais altos porque ndo tem acesso a compras do BCE que deveria ter,
ou seja, esta muito abaixo da sua chave de capital, ao contrario da Italia que esta bem acima
da sua chave de capital. Por isso, tenho duas perguntas muito simples para fazer-lhe: a
primeira é se ¢ esta a ideia de igualdade entre Estados-Membros que esta presente nas regras
europeias que o senhor partilha e tem e se 0 BCE procura ou ndo introduzir algum mecanismo
de compensacdo uma vez que de igualdade ndo estamos a falar seguramente e, portanto, esta
situacdo, a continuar assim, so tendera a agravar-se em 2017. A segunda pergunta € se 0 BCE
pondera reacelerar o programa de Quantitative Easing e se a inflagdo continuar abaixo do que
estd previsto e do seu mandato, como ja referi, ou se tenciona continuar a violar o mandato
para o qual foi eleito?

1-017-0000

Mario Draghi, President of the European Central Bank. — On your first point about the
success of our monetary policy, | am of course fairly biased, but we think that it has been
successful. You can see that success now if you look at the millions of jobs that have created,
as | just said in my introductory statement: how, gradually but continuously, the recovery is
firming up, and the continuous growth that we have had since the beginning of 2015, quarter
after quarter. We will see how all this will gradually translate into higher growth in nominal
wages and, in the end, higher growth in prices, reflecting not only energy prices but also other
components of the price index.

So, all in all, we think that the policy has been successful. In fact, if you also consider the low
oil prices we had until a few months ago, the two main drivers of the recovery have just been
lower oil prices and our monetary policy. For years there was not much more than that around
in the eurozone in terms of policies.

The second part of the first question deals with the spreads of Member States’ debt. Our
monetary policy does not target spreads. Our monetary policy targets price stability, not
spreads.

The third point of your first question relates to presumed inequality in the treatment of
different countries. Well, there is no inequality at all here. You should remember that it is not
only the capital key that matters in this, but also issuer limits. So our purchase programme
respects and reflects issuer limits and capital keys. We have temporary deviations from capital
keys, which are supposed to be offset in a relatively short time. So there is no inequality here,
but simply the fact that we are bound — and the Governing Council has reiterated that recently
— by the existing issue and issuer limits.

Finally, certainly — as | have just stated — if financing conditions were to develop in a way not
consistent with reaching our objective of an inflation rate close to, but below, 2% in the
medium term and, as | said a moment ago, for the whole eurozone in a durable and
self-sustained way, we are ready to step up again our purchase programme and other parts of
our monetary policy stance.

1-018-0000

Philippe Lamberts (Verts/ALE). — Mr President, when | hear you speaking about jobs and
growth | cannot refrain as an engineer from saying: well, if you want infinite growth in a
materially finite world, you need to be able to fully decouple GDP growth from physical
footprint, and that has never been observed. And also in terms of jobs, | like what you say
about unemployment, but in the best performing European countries the employment rate —
not the unemployment rate, the employment rate, expressed in full time equivalents —
culminates at 75%, with 68% in Germany, 63% in Belgium, 55% in Italy. So it would take an
enormous amount of growth to reach the full employment that is in your objective.
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But precisely if | look at Article 127, you need to achieve price stability, and the way the ECB
translates this is ‘below but close to 2%’. Is this the only definition of price stability? Or could
there be another? But also when | read Article 127 | see that there is an explicit reference to
Article 3 of the Treaty, which mentions social progress, environmental sustainability and all
the rest of it. And there | have a question about the distributional impact of ECB policy — of
course the QE policy, and there is some indication that indeed it does have an adverse
distributional impact — but also the distributional impact of the kind of structural reforms that
the ECB keeps advocating. We are strong supporters of structural reforms, though probably
not exactly the same ones as you suggest — especially when 1 think of permanent
flexibilisation of labour markets. That does have an adverse distributional impact, because of
course you are flexible — well, you are putting workers in competition with one another and
thereby increasing the capability of capital to extract a greater share of the added value. What
would you have to say about this?

1-019-0000

Mario Draghi, President of the European Central Bank. — The answer to your first question
IS yes. For us, that is the only relevant definition of price stability for our own monetary
policy mandate.

On your second point, we have looked with great care, great attention at the distributional
impact of our quantitative easing, and in fact | gave a speech a few months ago in Berlin,
where we were really going through excruciating detail to assess the distributional
consequences of our monetary policy. But by and large, one can say that our monetary policy
has been addressing the major consequence of inequality in our society, namely
unemployment, and in this sense the medium-term consequences of our quantitative easing
have been altogether against inequality.

However, it is also true that in the short term, if we buy assets, asset prices go up, and the
holders of assets are usually not the poorest members of our society. So what you would
expect is a short-term effect, which may be negative, but is actually not very significantly
negative, for a variety of reasons. For example: house prices of all sorts going up. Now,
ownership of houses is pretty well distributed across society. And the medium-term effects
are definitely positive as far as inequality is concerned.

On the structural reforms, probably the ones you have in mind square with the ones I have in
mind. I don’t think there has to be a big difference. Certainly there is a sequence, and there are
two issues here that we have to be careful of when we talk about this. By and large, each
country has its own agenda in terms of structural reforms. In some countries, for example, you
have issues like the judiciary, in other countries you have education, you have the labour
market. In all countries, however, and that should be the first thing, you have the enactment of
the single market, the conclusion of the single market, namely competition in trade in goods
and services. That — as by the way, macroeconomic theory also shows — should be the first
reform to be enacted. Then you will see other reforms such as, as | said, to the labour market,
the judiciary, and indeed education where it’s needed.

However, there is also another aspect which — and here | agree with you —has been paid less
attention in the last few years, namely that all these reforms entail big changes in our
societies. Big changes create winners and losers, and losers have to be looked at with much
greater attention than we’ve done in the past. And again, if we go back to our textbooks, it has
always been said that that there has to be a principle of indemnification or compensation
whenever there are big changes in society. There are ways to take care of the losers. And so in
a sense we have to go back and think about that.
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1-020-0000

Marco Zanni (ENF). — Signor Presidente, onorevoli colleghi, Presidente Draghi, Lei avra
sicuramente seguito il dibattito che c'e stato tra Stati Uniti e Germania sulle accuse del
presidente Trump al governo tedesco di manipolare artificialmente il tasso di cambio. Di
recente, il ministro delle Finanze tedesco ha dato la colpa dell'enorme surplus commerciale
tedesco alle politiche monetarie della BCE, dicendo anche che in privato I'aveva avvertita di
non andare troppo avanti, che il risultato sarebbe stato quello.

Ecco, la mia domanda é: Lei é d'accordo con Schauble o pensa che il tasso di cambio reale
implicito troppo basso della Germania, e quindi il surplus commerciale altissimo, sia causa di
politiche aggressive dal lato salariale del governo tedesco dal 2004 in poi e di un'ossessione
elevata per un surplus di bilancio? Questa é la prima domanda.

La seconda domanda riguarda una Sua dichiarazione la settimana scorsa durante un Suo
discorso a Lubiana, dove ha attaccato duramente le politiche degli Stati membri, dicendo che i
paesi che hanno realizzato riforme non hanno bisogno della flessibilita del cambio per arrivare
a una crescita duratura. Se, riguardo a questa affermazione, ci puo spiegare come mai la BCE
sotto il Suo mandato ha portato avanti politiche monetarie che hanno svalutato I'euro in
maniera importante verso il dollaro per sostenere la crescita e se ci puo indicare qualche
esempio di un grande paese dell'eurozona che ha raggiunto questo obiettivo con queste
riforme perché, a guardare i tassi di crescita medi annuali del PIL dei grandi paesi
dell'eurozona dal 1999 al 2015, diciamo che risultano molto inferiori ai tassi registrati da
paesi come gli Stati Uniti o il Regno Unito.

E l'ultima domanda riguarda un potenziale break-up dell'eurozona. Ecco, Lei in questo caso
come vede un ritorno a uno SME2, con bande di oscillazione abbastanza ampie, nel giro del
10-15 per cento?

1-021-0000

Mario Draghi, President of the European Central Bank. — With regard to the first question,
let me read an interesting document about whether we are actually manipulating the currency
or not. In its latest report to Congress, released on 14 October 2016, the US Treasury itself
stressed that Germany does not manipulate its currency. The reason is that Germany does not
satisfy all three criteria used by the US Treasury to identify unfair currency practices.
Germany has a significant bilateral trade surplus with the United States and a material current
account surplus, but it is not engaged in persistent one-sided intervention in the foreign
exchange market. Let me quote the US Treasury: ‘“The Treasury has found in this report that
no economy satisfied all three criteria. Germany has both a significant bilateral trade
[surplus]...” and I [continue...] “The European Central Bank has not intervened in the foreign
currency market since 2011 and did so then as part of a G7 concerted intervention to stabilise
the yen following Japan’s earthquake and tsunami in cooperation with US authorities’.

Quindi, prima di tutto, non siamo dei manipolatori della moneta.

Secondo, le politiche monetarie che abbiamo attuato riflettono la diversa posizione nel ciclo
della zona dell'euro e degli Stati Uniti e quindi noi ricordiamo che nel 2013 il cambio con il
dollaro é di circa 1,40. Il surplus tedesco nei confronti degli Stati Uniti, comunque, era gia al
6 per cento, perché questa ¢ la forza dell'economia tedesca, che non € essenzialmente basata
su quello che Lei dice, la politica selvaggia del costo del lavoro, ma e anche basata su una
produttivita e una concorrenza non solo basata sui prezzi.

Quali sono i paesi che si sono giovati e sono riusciti ad aumentare — non sono neanche
d'accordo sul fatto che la zona euro sia cresciuta meno delle altre parti non euro, di altre parti
o di altre giurisdizioni — ma ci sono vari paesi, come ho citato anche nel discorso ora, ma
anche nel discorso di Lubiana, che hanno fatto molto bene nonostante la crisi, prima di tutti la
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Germania ma ben altri anche, I'lrlanda, persino I'lrlanda, qui purtroppo non ho i dati, ma in
cui, nonostante una fortissima crisi dovuta al debito sovrano, dovuta al debito privato, e
riuscita a diminuire la disoccupazione in maniera veramente significativa. L'Olanda, ci sono
molti paesi che hanno fatto bene negli ultimi anni e I'hanno fatto in larga misura perché sono
state fatte delle riforme strutturali in questi paesi che hanno reso I'economia di questi paesi piu
forte e piu flessibile.

Finally, on SME 2...

Vorrei rispondere con le parole che il presidente Reagan uso in un famoso dibattito
presidenziale

“There you go again, please.” We have seen what happened with exchange rate arrangements
before the euro was enacted. The 1970s and the 1980s were certainly not years of stability.
They were years of continual competitive devaluations, and the belief we have is that the
single market would not survive with continual competitive devaluations.

1-026-0000

Marco Valli (EFDD). — Signor Presidente, onorevoli colleghi, ho una domanda da farle,
presidente Draghi, relativa a un'interrogazione che io e un mio collega Le abbiamo mandato e
a cui ci ha dato risposta qualche settimana fa, attirando anche molta attenzione da parte dei
media.

In questa interrogazione Lei ha dichiarato che, qualora un paese abbandonasse la moneta
unica, i crediti e le passivita della sua Banca centrale nazionale nei confronti della BCE
dovrebbero essere regolati integralmente, ci riferiamo al sistema di saldi target 2.

Con questa affermazione la stampa ha interpretato che, da un certo punto di vista, Lei da la
possibilita a una reversibilita dell'euro, cosa che fino a oggi non era mai stata comunque
nominata da parte Sua, e che, in caso di uscita dalla moneta unica, un paese come I'ltalia
dovrebbe pagare alla BCE circa 359 miliardi, che sono queste passivita sui saldi target 2.

Ci sono stati diversi dibattiti, nel mondo anche accademico, perd non si capisce bene in base a
cosa e in che modo questi saldi passivi possano essere identificati tecnicamente come un
debito, questo debito nei confronti della BCE, e in piu quali basi legali o strumenti legislativi
vincolanti consentirebbero alla BCE di richiedere e ottenere questo rimborso, perché
obiettivamente € un sistema di saldi, cioé non é propriamente un debito, quindi volevo capire
in base a quale principio Lei ci dice questo.

Poi avevo un'altra domanda, in seguito all'incontro a Malta dei Primi ministri. Questa Europa
a due velocita che, di fatto, poi € la proposta che c'é nella relazione dei cinque Presidenti su
bilancio, eurozona, ministro finanze, e invece per gli altri paesi un framework di un altro tipo,
si e aperto pero uno scenario ampio di riforma dell'Unione europea. In questo scenario c'e
anche la possibilita, da quello che si € capito, che alcuni paesi come la Grecia o I'ltalia o altri
possano uscire dall'area monetaria comune per un breve periodo per poi rientrarci. In questo
caso, che anche la politica sta spingendo, come pensa che la BCE possa gestire I'eventuale
uscita e il rientro di un paese nell'Unione monetaria?

1-027-0000

Mario Draghi, Presidente BCE. — Alla Sua prima domanda rispondo dicendo che l'euro €
irrevocabile.

The euro is irrevocable.

Questo é il trattato.
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This is the Treaty.

E la mia risposta alla Sua lettera era una risposta a una domanda tecnica, basata su ipotesi che
non sono contemplate dal trattato.

So my answer to your question was an answer to a technical question which was based on
assumptions that are not provided for by the Treaty.

La risposta alla seconda domanda.

Penso che sia molto presto per parlarne, non credo che sia chiaro quello che e stato detto nel
vertice di Malta. Si é parlato di Europa, Unione europea a due velocita, ma non é chiaro chi,
cosa, come, questo concetto forse non € ancora completamente sviluppato. Credo quindi che
sia una visione appena abbozzata su cui certamente io non sono in grado di esprimere nessun
commento, a questo stadio perlomeno.

1-034-0000

Marco Valli (EFDD). — Sulla questione proprio tecnica, cioe in che modo i saldi passivi del
target 2 possano costituire tecnicamente un debito e su quali basi legali, ho mandato anche
un‘altra interrogazione, nel caso se vuole mi risponde in maniera scritta.

E chiaro quello che ha detto prima, perd se pud darmi una risposta su questo Le sarei grato
perché dobbiamo anche risolvere un dibattito accademico che si € aperto in mezza Europa e
anche nel resto del mondo.

1-035-0000
Mario Draghi, Presidente BCE. — Come dicevo prima, non Le voglio rispondere a una
domanda che e basata su ipotesi che non sono contemplate dal trattato.

Quello che posso fare € mandarle una risposta scritta in cui potrei descrivere la differenza tra
il nostro sistema di target 2 e il sistema della Federal Reserve.

I cannot answer a question which is based on hypotheses and assumptions which are not
provided for by the Treaty, but I will send you a written answer comparing our Target 2
system with the Federal Reserve based system.

1-037-0000
Gabriel Mato (PPE). — Sefior Presidente, sefior Draghi, es un placer recibirle en este, para
mi, primer encuentro como miembro nuevo en esta Comision ECON.

Ya se ha dicho: el afio 2017 ha empezado con buenos datos en la eurozona, con la inflacion
aproximandose al 2 %, objetivo del Banco Central Europeo, y también el crecimiento gand
fuerza en el dltimo trimestre de 2016. Y, fuera de nuestras fronteras, hemos visto como la
Reserva Federal ha decidido cambiar su politica de tipos bajos y la semana pasada también el
Banco Central chino decidié aumentar los tipos de interés a corto plazo.

Mi primera pregunta seria si considera que estas medidas adoptadas por la Reserva son, o
pueden o deben ser, un una base o la guia para otros bancos centrales y cual seria el nivel de
preocupacion que deberiamos tener por el potencial impacto en los mercados de deuda.

Por otra parte, el Congreso de los Estados Unidos remitid la semana pasada a la presidenta de
la Reserva una carta en la que deja claro el mensaje del presidente de que se deben priorizar
los intereses de Estados Unidos en todas las negociaciones a nivel internacional. Y una
pregunta seguramente no facil —bueno, la pregunta si es facil; la respuesta no lo sera tanto
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seguramente /no?— y es en qué punto se encuentran las relaciones con la Reserva Federal y
qué expectativas tiene con la nueva presidencia de Estados Unidos.

Y, por ultimo, una pregunta en relacion con la propuesta de la Autoridad Bancaria Europea,
en relaciéon con el posible establecimiento de un «banco malo» donde acumular el stock de
créditos morosos de la Unidn Europea, sabiendo que estamos hablando de casi un trillon de
euros de créditos morosos en Europa. Precisamente, la semana pasada, el vicepresidente del
BCE, en una conferencia en Bruegel, dijo, o valord, que la creacion de esta sociedad de
gestion de activos podria limpiar rapidamente los créditos morosos de los balances bancarios.
Mi pregunta es cual seria la valoracion sobre la creacion de este «banco malo» y, ademas, en
su caso, cudl es su opinion sobre si debe ser un Unico banco a nivel europeo o deberia haber
uno por cada Estado miembro.

1-038-0000

Mario Draghi, President of the European Central Bank. — On your first question about this
letter which was sent by a United States Member of Congress to the President of the Federal
Reserve, let me say that | am not supposed to comment on what members of parliament of
other jurisdictions say, but if | were to be asked or to be sent a similar letter I would say that I
think we all benefit from having central banks, supervisors and regulators. All major
economies share their experiences and efforts and develop regulatory standards together with
the input of public consultations.

Over the last 30 to 40 years these consultations, this exchange, has produced extremely
valuable results and is at the basis, is at the source of the recent strengthening of the financial
system through a much more robust regulatory and supervisory framework. Given the
complexity of global interlinkages between institutions today, we especially need such
exchanges. By the way, financial regulators and supervisors do not operate in isolation,
especially in this world where everything is interlinked. But are the regulators, are the central
bankers, are the supervisors, the ones who actually have the last say on regulation, financial
legislation? Of course not. Not here, not in the United States and not anywhere else. It is
always the legislators who have had not only the ultimate say, but the naturally discretionary
power in implementing the views that have been exchanged and discussed between central
banks and between supervisors. That is what | would say if | were sent a similar letter.

On your second point about the creation of a bad bank or an asset management company for
the NPLs, let me say one thing. Management companies are by their very nature complex and
we have experienced this in the recent past on various occasions. Even more complex would
be a management company at European level. And finally, we should ask ourselves whether
management companies or bad banks are a panacea for NPLs. The answer is not really. NPLs,
assets of weak quality, have to be addressed through profound changes in the legal, judiciary
regulatory frameworks, first and foremost at national level. To take an example, procedures
for debt recovery, out of court settlement, the creation of a market for NPLs, are all essential
to address this problem. The creation of a management company is only one of the various
measures, of the various steps that need to be put in place in order to address this problem.

1-039-0000

Neena Gill (S&D). — You rightly highlighted the fact that we finally have green shoots of
growth in the EU, an optimistic outlook for the economy. I believe that the ECB does deserve
credit for this. However — there is always a ‘however’ — | am concerned by a couple of
developments that could just cause a blip in the upswing.

Firstly, on 10 January, you wrote a letter to my coordinator expressing concern that Brexit
may lead to a loss of oversight and supervision of UK central counterparties (CCPs) by the
ECB. You also said that it would be important to find solutions that at least preserve, or
ideally enhance, the current level of supervision and oversight. However, according to
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sectoral players, a policy that prevents CCPs located outside the euro area from clearing euro
products for EU members and clients will have significant economic consequences, as such a
policy would constrain the ability of these key financial institutions to contribute to growth,
innovation and financing of the real economy.

Experts like Tim Massad are concerned that restricting euro clearing could adversely affect
anyone who pays taxes or has a bank loan, a deposit or a pension plan. This really would be a
lose-lose situation.

So, against this background, do you share the view that, with drastic euro location policy to
challenge the international status of the euro as a reserve, trading and anchor currency, there is
also a risk that there could be retaliatory measures from other jurisdictions, which would have
an impact on EU-based financial institutions?

You said, in response to my colleague Jakob von Weizsacker, that you had emphasised the
ECB must have a role on CCPs — and | accept that — but would it not be more prudent to have
better cooperation between the Bank of England and the ECB, as this would provide the best
outcome for continuing growth of the European economy?

My second point, very quickly, is about non-performing loans. You answered most of my
points in the earlier question, but my concern is whether what you are suggesting will take too
long. Is there a quick way of trying to address the non-performing loans issue?

1-040-0000

Mario Draghi, President of the European Central Bank. — Right now, the ECB is involved in
the oversight of UK central counterparties (CCPs) through the supervisory colleges
established by the European Market Infrastructure Regulation and a dedicated memorandum
of understanding with the Bank of England. The framework of our cooperation with the Bank
of England and the legal certainty afforded by the authority of the European Court of Justice
enables us to monitor the risk to our currency. It is too early to take a firm stance on the
regulatory framework that should be established once the UK leaves the EU, but our core
concern, as well as having a level playing field for all euro-area consumers, citizens and
companies, will be that financial stability and investor protection must be established. More
especially, what is important is that we do not step back on the single market. To be part and
parcel of the single market means to be subject to the European Court of Justice, so we will
have to look carefully at that aspect. As | said, it is still too early to say.

On your second point, namely whether there is a quick way to address non-performing loans,
unfortunately there is not. This is one of the reasons why the problem has been lingering for
so long. It is certainly a major challenge for some European banks, and for some European
countries. It is one of the main factors keeping bank profitability low at eurozone or European
level. There are also other factors, of course. Environmentally low rates and low growth also
contribute. The situation of what I would call an overcrowded sector also contributes.
Certainly, especially in certain countries, the legacy of a high stock of non-performing loans
is taking energy from the banking system and lowering profitability. As I said before, what is
needed is a comprehensive strategy where national reforms in the sectors that I mentioned
before, namely judiciary, legal and regulatory, are essential.

More particularly, non-performing loans are a legacy problem. To introduce new legislation
which addresses only future non-performing loans is not very helpful. We would need
legislation to address the legacy, especially considering that the improvement in economic
conditions has, overall, benefited the situation. Non-performing loans nowadays are growing
much more slowly, or are even going down, thanks to the improvement in economic
conditions.
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As far as the ECB Single Supervisory Mechanism (SSM) is concerned, you know that we
have published, for public consultation, a draft guideline on non-performing loans. It is a
qualitative document and is going to be published in its final form in the early part of this
year.

1-041-0000

Danuta Maria Hubner (PPE). — Mr President, | have a question related to the liquidity on
markets in the context of potential normalisation of the policy. Because we sometimes hear
from industries complaints, or feelings, or concerns that, due to many elements of the new
regulatory framework, especially UCITS, MiFID and IMR, the liquidity on markets has been
reduced, and this is mostly due to the fact that banks have tended to withdraw from many
market-making activities. So the problem is that there are not really any convincing hard data
because the quantitative easing programme has provided a lot of liquidity, which is maybe
hiding the problem, but this problem might reappear when you switch to normalisation of the
policy. So my question is: have you been monitoring the impact of the regulatory framework
on liquidity? And is it something that you are taking into account? And what kind of liquidity
landscape are you expecting once you go to the exit strategy?

And my second question is related to what we heard from the ESRB in December. They have
been consulting on a new special vehicle which is sovereign bond-backed securities. There is
a lot of good about that, because there is a benefit-risk sharing that is clear, but there are also
questions related to the fact that securities are much more complex and most likely less liquid
than sovereign bonds. So there might be a problem with finding markets and with
attractiveness, attracting investors. But also, is it a question of potential competition between
those new securities and what the ECB has been doing, meaning the sovereign bonds and
purchase programmes? Could you comment on this?

1-042-0000

Mario Draghi, President of the European Central Bank. — I will answer your second question
first. We are at a very early stage, and we are not in an ECB-led effort. What is actually
happening is that there is a task force in the ESRB where all central bank governors or their
representatives sit, and they are working out this concept of European safe bonds. So we’ll
have to see what comes out of the task force. What we know at this stage is that it’s a 100%
private-sector-based concept that certainly doesn’t relieve governments from their
responsibility in terms of issuance, sustainability of their debt, or honouring the existing debt
and its servicing.

So it’s basically something that it is still too early to comment on. And frankly we have not
asked ourselves the question, as you are asking now, of what’s going to happen to sovereign
bonds, because it hasn’t yet reached that stage.

On your other point about liquidity: certainly, in general, even regardless of present changes
in regulation, the exit from a prolonged period of a very expansionary monetary policy, in low
or even negative interest rates, needs special care for a variety of reasons, one of which is the
fact that market participants have got adjusted to plenty of liquidity for a very long time.
Right now we don’t observe, by and large, any shortage of liquidity — maybe there are small
market segments where this is been observed, but they are not, by and large, the reason for
any significant shortage of liquidity. But we have to be very careful and monitor this issue
very closely, because we have experienced during the crisis, and also on other occasions, that
liquidity is there until it isn’t, and it gets out and goes and disappears very quickly.

So that’s why certain regulatory measures are going to be implemented: also to make sure
either that sudden swings in liquidity don’t happen or that intermediaries are resilient to such
an event.
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1-043-0000

Pedro Silva Pereira (S&D). — Senhor Presidente Mario Draghi, 0 senhor apresentou-nos
argumentos muito convincentes para fundamentar a necessidade da continuagdo de uma
politica monetaria ainda expansionista e, em larga medida, ndo convencional. Aqueles que
pedem ao Banco Central Europeu uma alteracdo subita e, porventura, radical, num sentido
restritivo, avaliam mal a situacdo da economia europeia, pensam porventura mais nos
interesses proprios do que nos interesses do conjunto da Zona Euro e como o senhor disse, ja
numa outra ocasido, precisam de ter paciéncia.

Mas nesta sua intervencdo, o Sr. Mario Draghi também sublinhou a importancia da
convergéncia e eu queria perguntar-lhe se reconhece ou ndo que, nas alteracdes recentes da
politica monetaria, em particular nos critérios do programa de compra de ativos, foi
consagrada uma solucéo que teve um efeito assimétrico na zona euro, que beneficiou uns em
detrimento de outros, que tornou, por exemplo, o investimento na divida alema mais atrativo
e, por consequéncia, menos atrativo o investimento na divida dos paises da periferia.

E se isto é assim - se este problema o preocupa - isto é, saber se no interior da politica
monetaria ndo devem ser pensados mecanismos de apoio a convergéncia e evitar solucdes que
agravem a divergéncia na Zona Euro e, para concluir, perguntar-lhe também se aqueles paises
em que tem havido um nivel de compras de ativos abaixo da grelha que esta prevista, embora
devam ser tidas em conta outras condicionantes, se esses paises podem contar com 0 regresso
tdo depressa quanto possivel a niveis de compra de ativos que ndo agravem tambeém a sua
situacdo nos mercados de divida soberana?

1-044-0000

Mario Draghi, President of the European Central Bank. — We always have to keep in mind
that our objective, our mandate is to pursue price stability, defined as a rate of inflation which
is close to but below 2% over the medium term. So the whole monetary policy stance is
predicated on this point and on a rate of inflation that would satisfy the four features that |
mentioned before.

So we don’t actually... we have an asset purchase programme, we made a change in
December whereby we can buy below the rate on our deposit facility, and at its last meeting
the Governing Council expressed its satisfaction about the consequences, the results of this
December decision.

And we have seen, as | was saying before, that our monetary policy has contributed to the
improvement and the firming of the recovery that we are witnessing, and to the improvement
conditions in the labour market, and has laid out the conditions whereby an improvement also
of underlying inflation is possible, besides the increase in headline inflation which is due to
changes in energy prices and to base effects.

In the course of carrying out this purchase programme it is quite clear that we are bound not
only by the capital key but also but by what | was saying before: there is an issue limit, there
is an issuer limit, and the reasons for these limits are that we want to make sure that we don’t
run into what would be called monetary financing, which is forbidden by the Treaty, and we
want to make sure that we let markets function.

If we were to buy a much higher share of the public debt of one single country, we would
probably run against these two considerations, namely that we would be viewed as being
close to monetary financing, and we would be viewed as close to distorting the functioning of
the market in favour of that specific country. That’s why we established those issue and issuer
limits. So, there isn’t any inequality as a result of our asset purchase programme.

I think 1 have answered both your questions.
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1-045-0000

Werner Langen (PPE). — Herr Prasident! Sie haben am 28.11. gesagt, geringe Zinssatze
seien Krisenzeichen, und gleichzeitig haben Sie das Zusammenlaufen der Basispunkte bei den
Zinssétzen in der Eurozone als positives Zeichen gewertet.

Im Augenblick haben wir die gegenteilige Tendenz. Der Spread ist grofler geworden,
insbesondere zum Beispiel zwischen Deutschland und Italien, aber auch gegeniber anderen.
Die Zinsspanne wird deutlich héher — in einzelnen Landern liegt die Inflationsrate schon bei
2 % —, und die Zinssatze sind — dort, wo die meisten Anleger sind, wo es eine Spartradition
gibt — nach wie vor extrem niedrig. Das ist sicher fiir eine gewisse Zeit nicht zu andern, aber
Sie werden ja irgendwann — wenn die Zinssatze im Dollarraum steigen — eine umgekehrte
Tendenz befdrdern miissen.

Beschlossen wurde allerdings das Gegenteil: dass man das Programm ausweitet, zeitlich
ausweitet. Und das ist jetzt seit November so schnell gegangen, dass ich die Frage habe, wie
Sie das in der Zukunft sehen, wenn das innerhalb von drei Monaten schon so massiv geandert
wurde.

Das zweite: Prasident Trump hat angekiindigt — oder hat es schon unterzeichnet —, bestimmte
Vorschriften des ,,Dodd-Frank-Act* auBer Kraft zu setzen, und er hat gesagt, er wird die
zusatzlichen Anforderungen von Basel flr die amerikanischen Banken nicht mehr umsetzen.
Das ist ja eine gewaltige Verénderung.

Und die dritte Frage ist: Wir haben morgen 25 Jahre Maastrichter Vertrag. Sie haben den
»Funf-Préasidenten-Bericht” unterschrieben. Welche institutionellen Reformen sind aus der
Sicht des EZB-Préasidenten unabdingbar?

1-046-0000
Mario Draghi, President of the European Central Bank. — I’m sorry, what is the last part of
your question? From the Five Presidents’ Report viewpoint, which institutions are...?

1-047-0000
Werner Langen (PPE). — Twenty-five years of the Maastricht Treaty, and we need
institutional reforms. What is your proposal?

(Mr Draghi: “Institutional reforms?”)

The Five Presidents’ Report.

1-048-0000

Mario Draghi, President of the European Central Bank. — On your first question, the ECB
has been criticised by many in some quarters of the eurozone on the grounds that our
monetary policy would basically kill market discipline. Well, we see that is not happening.
We see that markets do react to various conditions, and here | would recommend that budget
policies in all countries be conducted as a way, certainly, to support the recovery, but at the
same time to be sustainable.

So countries that do not have fiscal space should not try to use it, should not try to force some
fiscal space to be found where there isn’t any. They should work rather on the composition of
the budget — and we have discussed this several times — trying to make their government
budgets growth-friendly. There are many things that can be done and, by the way, the changes
in the budget composition go hand in hand with structural reforms.

You also asked me when we are going to exit, and the answer is, in a sense, the same answer |
have given before: our objective is an inflation rate which is close to, but below, 2% in the
medium term. So we have to see — I’m not sure why you are laughing at that, but anyway —
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we have to be convinced of a durable convergence to this objective. So we look through
transient changes in headline inflation: it also has to be for the whole of the eurozone and it
has to be self-sustained. These are conditions we look at with a view to changing our
monetary policy stance.

Your second question had to do with financial deregulation. As | have said, we have to see
exactly what the US administration wants to do with respect to the negotiation about Basel IlI,
which has been going on up until a month ago with the US administration, and we have to see
exactly what lies behind these broad statements. But certainly, and | repeat this, the
combination of easy money and financial deregulation was exactly the ground upon which the
financial crisis developed. And while present expansionary monetary policy is granted by the
need to achieve our objective, frankly I do not see any reason to relax the present regulatory
stance which has produced a much stronger banking industry, and financial services industry
in general, than we used to have before the crisis.

You also asked me about institutional changes, as suggested. By and large, there is a roadmap,
not a blueprint but a roadmap, which has been sketched in the Five Presidents’ Report. It is
now pretty clear to everybody that there are two sets of policy actions that need to be
undertaken. One, first and foremost, is at national level. Our economies must converge more.
This was an assumption that people had in mind when they underwrote the Maastricht Treaty,
that proper convergence would take place, and convergence is based on structural reforms.

Second, exactly at the time of the Maastricht Treaty, or right after that, we had the Stability
and Growth Pact, because we also had to have compliance with rules. If we have convergence
and compliance with rules, we will create that basis of trust which will enable us to move
forward with deeper European monetary integration, with the creation of institutions, so we
would move, in a sense, in a way that is very similar to what we have done with the creation
of the ECB. We would move from different separate policies to a unified view of our policy-
making, but we need trust in order to do that.

1-049-0000
Jonas Fernandez (S&D). — Sefior presidente, bienvenido, presidente Draghi. Quiero hacerle
tres preguntas muy rapidas.

La primera de ellas —ya se ha referido mi colega Danuta Hibner— en torno a la propuesta
que parece que la Comision dentro del European Systemic Risk Board, que usted preside, esta
discutiendo sobre la titulizacién de deuda puablica. Ha dicho usted que los trabajos son
iniciales, pero me gustaria preguntarle cuando cree que puede haber una propuesta mas o
menos formal y como valora usted esos trabajos. Me gustaria que nos aportara alguna idea
mas, alguna linea mas de ese debate en la institucion que usted preside.

La segunda pregunta es referida al informe Monti sobre recursos propios de la Union
Europea. Como usted sabe, desde hace tiempo llevamos insistiendo sobre la posibilidad de
que los beneficios de sefioreaje del BCE vayan al presupuesto de la Unidn Europea,
concretamente para los paises miembros de la zona euro. Esa propuesta esta recogida en el
informe Monti y me gustaria conocer su opinion al respecto.

Y, por ultimo, y siguiendo un poco la pregunta de mi colega Langen sobre qué queda por
hacer en el disefio institucional de la Unién y su referencia al informe de los cinco
presidentes, querria preguntarle como valora usted los retrasos que se estan produciendo en el
Consejo, en la discusion del EDIS y, en la discusion que estamos teniendo en el Parlamento,
si usted tiene alguna opinion sobre las distintas enmiendas que se han presentado.
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1-050-0000

Mario Draghi, President of the European Central Bank. — On the European Safe Bonds, |
responded earlier. It is simply too early to make any comment. It is not something that the
ECB is directly addressing right now, but it is being studied by a task force chaired by the
Governor of the Central Bank of Ireland, and all the central bank governors or their
representatives sit on this task force. We have to see their conclusion before we can assess it.
It is quite clear that it is a 100% private sector concept, which will not relieve governments
from their responsibility as far as budget policy or honouring their debt obligations is
concerned.

Your second point is about the potential devolution of ECB profits to the EU budget. This is
primarily a political decision and such a decision would require a change in the Statute of the
ECB. We think that would require a change in the Treaty that cannot be — and I think the
Monti report agrees with this — addressed by a simplified procedure. In particular, it would
probably require the amendment of Article 33.1(b) of the ESCB Statute, which governs the
distribution of the remaining ECB profit. Amendments to the Statute require the application
of the ordinary revision procedure, as laid down in Article 48 of the Treaty on European
Union. In our view, it is also questionable whether an amendment to Article 33.1(a) to
distribute all, or part, of the ECB’s profits to the EU budget in applying this simplified
amendment procedure, is legally sound.

(Off-mic intervention from Mr Fernandez. Mr Draghi's assistant: ‘It’s a question on EDIS’)

Oh, I’m sorry. It is the other pillar of our Banking Union and we will have to proceed on that
ground, but it is quite clear, as | was saying before, that we are in favour of a parallel
approach where we have risk reduction and risk sharing. We have always had this approach.
Several measures have been undertaken on risk reduction. We had TLAC and now we have
MREL. We have the net stable funding ratio and we will have the leverage ratio. So several
measures have been taken on that ground. We may also want to continue the strengthening,
and possibly the consolidation, of the banking sector. At the same time, we will have to move
forward with risk sharing.

1-051-0000

Alain Lamassoure (PPE). —Monsieur le Président, vous nous avez rappelé que I’un des
paradoxes du fonctionnement de I’union monétaire européenne, c’est que la convergence
entre nos économies au sein de la zone euro a plutét reculé, notamment depuis la crise.

Un autre paradoxe est que nous avons assisté, depuis la crise, a un certain fractionnement du
marché des capitaux, chaque banque, chaque établissement financier, notamment, se repliant
sur son marché national. Ce fractionnement demeure aujourd’hui, ce qui est évidemment
préoccupant. D’une certaine maniére, le quantitative easing est une fagcon d’y remédier, mais
en méme temps c’est aussi, indirectement, une fagon de I’encourager.

A votre avis, pour revenir a une libre circulation des capitaux et a des investissements
transfrontaliers des banques et de tous les établissements financiers, le probleme numéro un
ne serait-il pas un probleme de confiance — vous évoquiez tout a I’heure la confiance — ou
bien est-ce aussi un probleme de partage des compétences, entre le niveau réglementaire
européen et le niveau national?

1-052-0000

Mario Draghi, President of the European Central Bank. — The first point concerns the
convergence of our economies. In fact there are quite interesting figures showing that the
dispersion of value-added growth in the eurozone countries has decreased considerably and is
now at its lowest level historically since the beginning of the euro. I am confident that, as the
recovery proceeds, this dispersion will continue to decrease. However — as | have said many,
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many times — this convergence ought to be sustainable and, to be made sustainable, countries
have to undergo the reforms that they need, each according to its own national agenda.

The other point concerning fragmentation is, in a sense, quite similar. Financial fragmentation
has, by and large, disappeared. | would say that the highpoint of fragmentation was in 2012
and that, since the end of 2012, it has been going down. We have seen continuing
improvement in funding and in a continuing narrowing of spreads both between countries in
bank lending, and between sectors — between large corporates and small firms. The latest
survey — a fairly recent bank lending survey — shows a continuation of this positive trend.
Even in the Commission’s survey on small and medium-size companies, two or three years
ago, when they were asked what the major problem was with their business, the number one
answer was very often about difficulty in obtaining credit, which differed depending on
whether they were at the core or on the periphery. Now they answer that their biggest problem
is finding clients. The availability of credit comes last, and that is as it should be.

The same thing goes for banks. Four years ago the first answer to our question about their
primary motivations in deciding to give credit was risk. Therefore, risk being higher at the
periphery than at the core, you had very little credit flowing in the periphery and normal flows
in the core. This consideration no longer even appears: the key considerations are, firstly,
demand and, secondly, competition between banks. So, all in all, this is another reason to be
satisfied — and the Governing Council is certainly satisfied — with the monetary policy that
has, by and large, eliminated fragmentation.

1-053-0000

Paul Tang (S&D). — President Draghi, you could say that the job of macroeconomic
stabilisation falls entirely on monetary policy. | assume you would like to see a difference, at
least that budgetary policies do not go against monetary policy. The Commission has
introduced a fiscal stance, and in a recent proposal also suggested that countries like Germany
and the Netherlands should take the opportunity they have and invest more, up to EUR 50
billion. That would have been a counter-cyclical budgetary policy. In fact what the Ministers
in Ecofin did was shrug their shoulders and say that the Commission should not interfere, not
even mention it. How do you see this? Is this a missed opportunity that could have contributed
to macro-stabilisation in the Eurozone? | would like to hear you on that. That is my first
question.

The second question is in a sense related, because you seem to be the favourite scapegoat of
Schéuble. First he blames you for the rise of populists: today, the euro is too low for
Germany; and | am warning you that the next thing will be that prices are too high in
Germany, inflation is too high, you know how sensitive they are in that country about
inflation. So maybe it is time to manage expectations here, because your aim is to go towards
2%, but that means that in countries like Germany and in Holland, inflation should be
significantly higher than 2%. Can you say something about for how long a period, and what
inflation differential you would like to see — is it 1% between Germany and Holland and the
rest? Is it more? | would like to hear it from you.

1-054-0000

Mario Draghi, President of the European Central Bank. — Let me answer your second
question first. First of all, inflation differentials are not a new thing, they have always been
with us; especially if we go back before the crisis we will see pretty significant differentials in
inflation, and we see that today. Our objective is defined in terms of an inflation rate for the
whole of the eurozone, not for single individual countries.

Concerning statements, | won’t comment on statements by national politicians, necessarily,
because otherwise I would have to comment on too many of them, but certainly I can recall
what my predecessor, Wim Duisenberg, a good Dutchman, said when he was attacked for his
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monetary policy. He said something to this effect: It is understandable. The politicians,
especially at times of elections, express their views about monetary policy — although a polite
comment or a polite exchange of views is better than finger-pointing on things like that — so it
is understandable that they express their views, but it is also understandable that independent
central bankers hear them, but do not listen to them.

On the fiscal stance. (First of all 1 should qualify what | said. | was not entirely right when |
said that monetary policy has been the only policy in town. There have been exceptions. One
exception is the Netherlands, where actually there was an effective fiscal policy from that
viewpoint, considering substantial changes in taxation.) Let me now come to the fiscal stance.
By and large we think the fiscal stance right now is appropriate. We think that by year end we
will find out it has been mildly expansionary. Several countries have upgraded their
expansion plans given migration, security and the various needs of different countries, but as
a rule, the fiscal stance in each country should reflect both, certainly the need to support the
recovery, but also its sustainability.

I spoke before about countries that have no fiscal space. Let me say one word about the
countries that have fiscal space. Here in the eurozone we have countries that have fiscal space
and are at full employment, and countries that do not have fiscal space and are not in full
employment. On the second ones | have just commented. For the first ones to advocate an
indiscriminate broad fiscal expansion in a country that is at full employment does not make
much sense in my view. One would like to see this sort of space being used for the rest of the
eurozone but we do not have an immediate mechanism now, an institutional mechanism that
translates a national fiscal space into a euro fiscal space. It does not exist. So the bottom line
is that moderate fiscal expansions may be advisable but they should be targeted at increasing
supply, that is to say, enhancing productivity in these countries because they are at full
employment. Therefore investments in education, in digitalisation and in particular
infrastructures could be advised, but I would certainly not advocate broad fiscal expansion at
large. I think I have answered your questions.

1-055-0000
Chair. — Thank you, and that is why many of us think a fiscal capacity is the only way to
solve this dilemma.

I can take two quick catch-the-eyes according to political group, so first Mr Zarianopoulos
and then Mr Kyrtsos.

1-056-0000
Yomiprog Zaprwovémoviog (NI). — Kopie Draghi, gaiveton 611 o1 drampaypotedoelg yio v
a&lohdynon tov eAAnvikoy pvnuoviov Bo KatoAnEovy Kot QoiveTol 0Tl CUUPOVEITE pe TNV
eMnvikn KuBépvnon vy véo HETPO OTOVG UIoBOVG, OTIg GLVTAEELS, OTn UEI®OTN TOv
aQoporOYNTOV, 0THTE eV B GOC POTAC® Yo aVTO. Ba GaG POTHC® OU®G Yia pio EkBeon TG
Evponaikine Kevtpumg Tpanelog mov onpocteddnke tedevtaio kol mov mpowbel / amaitel
AVTIKATAOTOGOT TOV EPYUCLOKAOV GVUPACE®V GE eMIMEO KAAOOV LE £PYOCLOKES CUUPACELS OF
EMIMEDO EMYEIPNONG, Y10 TO EVEAMKTOVS APa KOl Y10 TO UIKPOVG puioBovg axkopa. Epomoeic:
o€ TL TEMKE VT 1] TOMTIKY] ®QEANCE TOVS £pYalOUEVOLS — Y1aTi 01 £pY0dOTES givar dedOUEVO
0Tl @ePeOnkav — aeov Kot ot pebol peiwdnkav kor n avepyio oty EALGOa mopapével
VYNAOTOTN Kot 1) EVEMKTN gpyocio YEVIKEDETOL OAO Kol TEPIGGOTEPO pe HoBOVG TG TAENG
twv 200-250 gvphd; Emedn n eAinvikn koPépvnon Aéel 0t eivan koA 1 Evponaixn ‘Evoon
oAAG kaKd o AteBvég Nopopatikd Tapeio, epmtd, o€ oyéon pe T0 LIGBOAOYIKO Kot aVTO TO
Mmuo, oe 1L dweépel  dmoyn tov ANT kou g Evpomnaikhig Kevrpumg Tpdmrelag. H
peimon obov etvor eVOALOKTIKA OGOV a@opd TIC OUAOIKES OmOAVGEIS OV TpomBovvtal,
Avt givan 1 BéAtiom paxtiky omv Evpomnaiky ‘Evoon; INoti tpokeiton mepi exPiacuo.
Téhog, TAEOVAGUOTO VTAPYOLY KOl UTOPEL VO UTOVV KOl GAAO KO VO, VITAPEEL OVAKOLLLYM.
AAG €00 OKOVUE — TO TPMTO EMLXEIPNUOL OKOUO KOL GE avaKopyT — 0Tt dgv Ba avénbovv ot
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wobol 00Tt B Eavayvpicovpe micw otnv kpion. TeAkd epdTUO: YOO OVAKOUWT LE
otafepOTnTa, OTMC AETE Ko €6€1G Ko 1 KuPBEpvnon, etvar Tpodmdbeon amapaitntn N peimon
TOV cBOV 00TOC MOTE Vo TPOGEAKVGHOUV VEEG EMEVOVTELCS;

1-057-0000

Georgios Kyrtsos (PPE). — Another Greek question, Mr President. There are different
assessments concerning the sustainability of the Greek debt. The IMF has reached very
negative conclusions, whereas the European Stability Mechanism has a kind of... let’s say
reasonable optimism or something of the sort.

Where does the ECB stand concerning the sustainability of the Greek debt? Have you reached
a conclusion, are you about to reach a conclusion? Are you going to follow the same criteria,
or a different approach? Could you please tell us in a few words?

1-058-0000

Mario Draghi, President of the European Central Bank. — On the first question,
unfortunately I don’t know what is in the OECD report about this. | can give you a written
answer to your question, however.

(Off-mic exchange between Mr Draghi and Mr Kyrtsos)
Yes, a written answer, as European Central Bank, to your question about the OECD report.

The point is, however, that there must be measures which will accelerate the absorption of
unemployment. That is important. Now, what the particular shape of these measures will be is
being discussed now in the negotiation towards the conclusion of the second review. That is...
and now I’m answering also the other question, in a sense linked to that... I think significant
progress has taken place in Greece, many important changes have been introduced.

Now the conclusion of the second review hinges by and large on the following issues. First of
all, it is believed that for a positive assessment of debt sustainability there should be a
medium-term primary surplus of 3.5%, that is to say, a 3.5% primary surplus for a certain
long period of time, and that is one point of negotiation. The second point concerns the
closing of the fiscal gap for 2018. The third point concerns a certain set of structural reforms,
one of which, and here | respond, is the labour market reform, another is about the judiciary,
and a third is about energy. But | would add one — and here | am answering about the role of
the ECB as well — which we care about a lot, which is the NPL handling, to give renewed
strength to the banking system. And our role in general, | would say, has been as it were
carved out in the Troika in the last two or three years, especially as far as is the financial
sector is concerned, which is viewed as closer to the institutional capacities of the ECB.

1-059-0000

Chair. — Thank you very much for this extremely interesting and important monetary
dialogue. | consider what you said about the importance of a regulatory framework at
international level to be very important. It is good that the resolution this committee adopted,
for instance, on Basel was quite different from the letter than the US senators sent to the
Federal Reserve, and, while making some critical points, we underlined that we fully support
strong and sound standards at international level. That is very important in this committee, as
are all the points that have been discussed today, so thank you very much.

The next monetary dialogue will take place on 29 May 2017.

1-060-0000
(The meeting closed at 17.10)



