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EU Summit: A bit united in still a lot of
diversity

No white smoke so far on the EU Recovery Fund, but that was not to
be expected today. Some encouraging signs point to the fact that the
fund will be going live, even if this still seems to require several weeks
of tough negotiations

Source: Shutterstock

Any references to Alexander Hamilton can be stored safely until at least July. And we would even
argue that as much as we like the idea of European solidarity to prevent increasing economic
divergence, whether the birth of the European Recovery Fund can become a Hamiltonian moment
remains questionable. In any case, today’s videoconference of European leaders was more of a
stock-taking moment than a tipping point in the ongoing discussion around the European
Commission proposal for an EU Recovery Fund. German Chancellor Merkel concluded after the
meeting that the leaders were now at the point where negotiations can properly start, which
means that the coming weeks will bring yet another hot European summer full of debate about a
possibly historic fund that will boost growth in the recovery phase.

If indeed an historic agreement can be reached next month remains to be seen. There is still a lot
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to overcome, with the 'Frugal Four' and Finland still the starkest opponents of the Commission
proposal. The list of issues that leaders have not found agreement on is long, think of the size of
the recovery fund, the division between grants and loans, what exactly determines the allocation
of the fund, conditionality, repayment, but also rebates from the EU budget.

The German government is pushing for a decision in July

Also, while the German government is pushing for a decision already in July, other government
leaders sounded less optimistic and also less convinced by the urgency. Even though this list may
cause skepticism about the chances of a deal, Commissioner Gentiloni was already happy that no
outright rejection of the EC proposal was uttered.

Perhaps most important ahead of a possible agreement is what no longer seem to be controversial
issues. The fact that the details of the fund are discussed means that there seems to be general
consensus about the fact that the eurozone economy is best served by a Recovery Fund to begin
with and that the pan-Eurozone fiscal response needs to be strengthened. Merkel indicated that
the legal framework for the Recovery Fund, and maybe even more important the legal feasibility
to issue common bonds at least in these crisis circumstances, was not challenged. As the
discussion is now about the numbers, this indicates that the pushback on the EU borrowing from
the market is mainly focused on the details and less on the fact itself. Remember that a year ago,
a very symbolic and very small eurozone budget was highly controversial. Against this
background, Europe has made enormous progress towards more integration.

A lot needs to happen in the coming weeks, but chances that the European Recovery Fund will see
the light are high. On 1 July, Germany will take over the rotating EU Council presidency. It will
probably be Angela Merkel's final stint at the European level. She and her government seem to be
determined to push for more integration and solidarity.
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as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

Article | 19 June 2020 3


http://www.ing.com

