ECONOMICS AND MONEY
Since the financial crisis, Europe entered a period of decline, stagnation and change. The focus to continue in a democratic way to ‘develop concrete mechanisms for stronger economic policy coordination, convergence and solidarity’ and ‘to prepare next steps on better economic governance in the euro area’ increased significantly.
Let’s start with fragments of 2 FOMC (1) records, where we may read the end of the world as we knew it, months before the economy entered its worst recession since the Great Depression and when the labyrinthine web of financial interconnections was not quite understand until it was too late:
On August 2, 2007: Increased concerns among investors about further deterioration in the U.S. subprime mortgage market appear to have prompted a broad-based reassessment of risk in financial markets over the intermeeting period. In part, the reassessment seems to have reflected greater uncertainty about the appropriate valuation of some U.S. structured credit instruments, including collateralized debt obligations (CDOs) and collateralized loan obligations (CLOs) used to fund both mortgage and business credit ……………………. 
On August 10, 2007: There are difficulties with commercial paper funding and other short-term funding and a lot of concerns about counterparty risk. The Federal Reserve is providing liquidity to facilitate the orderly functioning of financial markets.. In current circumstances,depository institutions may experience unusual funding needs because of dislocations in money and credit markets ……………
On 7 February 1992, Treaty of Maastricht on European Union (2) was signed and entered into force on 1 November 1993. This Treaty (TEU) launched Economic and Monetary union (EMU). While monetary policy is decided jointly at European level, economic and fiscal policies remain, to a large extent, in the member states’ remit. The Treaties set out a clear set of goals, and the EMU framework foresees a set of common rules to coordinate these policies closely.
In order to ensure intrinsic value of the euro:

· in 1997 the Stability and Growth Pact (SGP) came into being: a maximum fiscal deficit of 3% of GDP and a maximum debt of 60% of GDP. But there are weakenesses in the framework or it is not sufficiently implemented. Government debt in the euro area amounted in 1997: 72,8%, in 2007 66,2% and in 2014: 94,3%, while deficit amounted 1,9% from 1999 to 2007, 3,1% in 2003, 6,2% in 2010  and 2,6% in 2014 (3);
· the ECB, part of the eurosystem and formally independent of politics, was established 1 June 1998. Tasks are maintaining price stability, defining and implementing monetary policy, conducting foreign exchange operations, holding and managing the official exchange reserves of the countries in the eurozone and issuing banknotes. However, the situation in Greece shows that independence is relative; the ECB has to compromise between figures and power politics.
Another part of the eurosystem is TARGET2, an interbank payment system for the real-time processing of cross-border transfers throughout the European Union and which also indicates the current balance of the receivables that participating banks have on each other. March/April 2013 balance table shows 7 countries with surpus (eur 830,346 billion) and 10 countries with deficit (eur 882,235 billion) (4) . 

It may conclude that supranational supervision of budgets, on economies and banks is vital when it comes to interconnected cross-border developments and size of industries. Also an autonomous budget for the eurozone (in line with the system in the USA) may dampen imbalances by reallocation of income (5). But such ask for sharing and pooling sovereignty.
Cross-border lending is down. To finance, the eurozone uses banks and makes limited use of capital markets. To support greater financial and economic integration, and to strengthen the focus on economic growth, the creation of a capital markets union (CMU) is also considered (6).
How to deepen the EMU, concrete measures were put forward to be implemented in the coming years in order to guarantee a rock-solid and transparent architecture of EMU. Delivering a Deeper and Fairer Economic and Monetary Union has been one of the top 10 priorities of President Juncker in his Political Guidelines. The Report Completing Europe's Economic and Monetary Union, 22 June 2015, sets out stages for turning the vision into reality.
Sources and notes:
1. Federal Open Market Committee, http://www.federalreserve.gov/monetarypolicy/files/FOMC20070807bluebook20070802.pdf and http://www.federalreserve.gov/monetarypolicy/files/FOMC20070810confcall.pdf;

2. represents a new stage in European integration since it opens the way to political integration. Except the launch of the EMU, also the pillars the European Communities, Common Foreign and Security Policy (CFSP), and police and judicial cooperation in criminal matters (JHA) were introduced;
3. the “four presidents”-report ‘Preparing for next steps on better economic governance in the euro area, analytical note’, 15-02-2015;
4. wikipedia “TARGET2” 
5. If it goes bad in a country, less taxes are levied and therefore paid to the ‘European treasury’. But it would receive the same amount as always, according to the fixed allocation between the Member States. So it is helped if it goes bad, and can recuperate again. That obviously applies also when things go well: more taxes to the treasury, but the same amount as always returned
6. February 18, 2015, European Commission's Green Paper on a European capital markets union
Feeling EUROPE Foundation, builds, informs, connects


















