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Following a request by the Conference of Committee Chairmen, the President of Parliament
announced at the sitting of 19 June 1998 that the Committee on Economic and Monetary Affairs and
Industrial Policy had been authorized to draw up a report on the Euro as a parallel currency.

The Committee on Economic and Monetary Affairs and Industrial Policy had appointed Mr John
Stevens rapporteur at its meeting of 3 June 1998.

The Subcommittee on Monetary Affairs considered the draft report at its meetings of 24 June,
2 September and 3 November 1998.

The Committee on Economic and Monetary Affairs and Industrial Policy considered the draft report
at its meetings of 22 September, 9 November and 25 November 1998.

At the last meeting it adopted the motion for a resolution unanimously.

At the meeting of 22 September 1998 it decided to apply the procedure without debate pursuant to
Rule 99(1) of the Rules of Procedure.

.

The following were present for the vote: von Wogau, chairman; Katiforis, Garosci and Secchi, vice-
chairmen; Stevens, rapporteur; Areitio Toledo, Barton (for Donnelly), Berés, Billingham, Boogerd-
Quaak (for Cox), Camisén Asensio (for Arroni), Carlsson, Cassidy (for de Brémond d'Ars), Caudron,
Christodoulou, Ettl (for Garcia Arias), Fayot, Fourcans, Friedrich, Gallagher, Garcia-Margallo y
Marfil, Gasoliba i Bohm, Glante, Glase (for Ilaskivi), Goedbloed (for Kestelijn-Sierens), Hautala,
Hendrick, Herman, Hoppenstedt, Kuckelkomn, Langen, Lulling, Mather, Metten, Murphy, Peijs, Pérez
Royo, Peter (for Harrison), Pomés Ruiz (for Konrad), Randzio-Plath, Rapkay, Read, Riibig,
Svensson, Theonas (for Ribeiro), Thyssen, Watson, Wibe and Wolf (for Soltwedel-Schéfer).

The report was tabled on 26 November 1998.

The deadline for tabling amendments will be indicated in the draft agenda for the relevant part-
session.
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A
MOTION FOR A RESOLUTION

Resolution on the Euro as a parallel currency

The European Parliament,

having regard to the establishment of the European Central Bank and the start of Stage Three
of EMU,

having regard to its resolution of 30 April 1998 on the Convergence Report of the European
Monetary Institute (C4-0201/98) and the document from the Commission entitled "EURO 1999
- 25 March 1998 - Report on progress towards convergence and its recommendation with a
view to the transition to the third stage of Economic and Monetary Union" (COM(98)1999 -
C4-0200/98)(H,

having regard to Rule 148 of its Rules of Procedure,

having regard to the report of the Committee on Economic and Monetary Affairs and Industrial
Policy (A4-0447/98),

whereas the start of Stage Three of EMU on the.1st January 1999 will not, unfortunately,
include Sterling, the Swedish Krona, the Danish Krone and the Greek Drachma,

whereas it is to be earnestly hoped that the United Kingdom, Sweden, Denmark and Greece,
in their own interests, in the interests of the other member states participating in the start of
EMU and, above all, in the interests of the peoples of the European Union as a whole, are able
to join the Single Currency as soon as possible;

whereas, notwithstanding the outstanding political and economic barriers to entry for the United
Kingdom, Sweden, Denmark and Greece, substantial majorities of their citizens expect they will
be joining EMU within the next seven years (for example in the case of the United Kingdom,
65%),

whereas it is widely perceived, by firms in the United Kingdom, Sweden, Denmark and Greece,
that there will be competitive advantage to be achieved by an early capacity to operate in Euros,

whereas the political uncertainty over the timing of EMU entry by the United Kingdom,
Sweden, Denmark and Greece and the economic uncertainty inherent of their retaining the
option to manipulate the value of their currencies, could easily lead to a significantly greater
volatility of Sterling, the Swedish Krona, the Danish Krone and the Greek Drachma against the
Euro, than recently has been the case against the Deutschemark,

Q)
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whereas this increased volatility could also arise because of the greater weight of the Euro in
international markets compared to the Deutschemark and the impact this might have on the
volatility of Sterling, the Swedish Krona, the Danish Krone and the Greek Drachma against the
Dollar and Yen,

whereas this volatility could easily be further exacerbated by the ‘vulnerability of minor
currencies to speculative attack revealed in recent global capital market trends,

whereas this volatility is likely to ensure that the cost of capital in the United Kingdom, Sweden,
Denmark and Greece remains above that prevailing in the Euro zone,

whereas from the 1st of January 1999, the Euro will be used for all EU payments, so sectors
dependent on EU payments, notably agriculture, in member states outside EMU, could
therefore face increased exchange risk and may seek to pass this on to their domestic suppliers
by requesting them to invoice in Euros,

whereas use of the Euro by tourists could be especially significant in those regions of the pre-in
states where this industry is important, such as London and the Greek islands,

whereas, a substantial number of major multi-national corporations operating in the United
Kingdom, Sweden, Denmark and Greece have already announced their intention, after 1st
January 1999, to pass the exchange risk on to their domestic suppliers by requesting them to
invoice in Euros,

whereas, a substantial number of national corporations in the United Kingdom, Sweden,
Denmark and Greece, exporting to the Euro zone, will be seeking to pass the exchange risk on
to their domestic suppliers by requesting them to invoice in Euros,

whereas the desire to compare prices easily across the whole of the EU could well lead British,
Swedish, Danish and Greek purchasing managers, even of companies with no Euro income
stream, to request their domestic suppliers to quote in Euros,

whereas in the United Kingdom, Sweden, Denmark and Greece, some sectors, notably Financial
Services and Information technology, where the employers and employees are international,
the Euro will, over the next three years, be the denominating currency of the vast majority of
executive remuneration packages,

whereas it is also possible that in the United Kingdom, Sweden, Denmark and Greece, wage
deals in sectors exposed to the Euro, such as the motor industry, whilst still denominated in
national currency, will be explicitly linked to the Euro exchange rate,

whereas it is likely that the Euro will, over the next few years, become equal to the dollar for
key commodity import contracts for the Euro zone, notably for North Sea oil and natural gas,

whereas it is possible that the Euro will, over the next few years, become equal to the dollar in

international trade and investment transactions in those countries that are candidate members
of the EU,
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whereas the Euro will therefore not be remotely "just another foreign currency" in the United
Kingdom, Sweden, Denmark and Greece after 1st January 1999, but will denominate a rapidly
growing share of these countries' money supply (perhaps as much as 15% in the case of Sweden
over the next three years),

whereas this development is to be welcomed in that it will undoubtedly tend to accelerate
British, Swedish, Danish and Greek participation in EMU,

whereas this development will, however, pose increasing problems for the Central Banks of the -

United Kingdom, Sweden, Denmark and Greece in running their national monetary policies,

whereas this development could also easily lead medium and small enterprises, which have never
before had foreign exchange exposure, to take too lightly, risks they do not understand and
cannot properly manage,

whereas this development might also lead consumers to assume debt and other. financial
obligations in Euros too lightly, without appreciating the risks involved,

whereas the parallel use of the Euro in those countries which are candidate members of the EU
is to be welcomed as it will intensify their links with the Union and' ease their eventual
membership,

whereas this development might however, in time, create comparable risks to those now faced
by the United Kingdom, Sweden, Denmark and Greece,

whereas the wider international parallel use of the Euro is to be welcomed as it will underpin
its role as a global currency equal to the dollar.

Resolves that;

i.  No barriers of any kind should be set by any public authorities in any member state to the
parallel use of the Euro in the United Kingdom, Sweden, Denmark and Greece;

ii. ~ The ECB should establish a special committee to monitor the parallel use of the Euro in
the United Kingdom, Sweden, Denmark and Greece and to ensure its development helps
rather than hinders the adhesion of these states to EMU;

iii. The Central Banks of the United Kingdom, Sweden, Denmark and Greece should all
make official statements, before 1st January 1999, on how they envisage parallel Euro use
will develop in their respective economies over the next three years and how they
recommend financial institutions, enterprises and consumers should act in these
circumstances; these statements to be presented to the European Parliament through the
Monetary Affairs Subcommittee;

iv.  Asthe only way the risks inherent in the parallel use of the Euro can be diminished for the
United Kingdom, Sweden, Denmark and Greece, is by their governments ensuring their
policy towards the Euro is as clear as possible to all economic agents, they should do
exactly that;
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v.  As the only way the risks inherent in parallel use of the Euro can be removed for the
United Kingdom, Sweden, Denmark and Greece, is by joining EMU, they should do
exactly that, as soon as possible;

Instructs its President to forward this resolution to the Commission, the Council, the Governing
Council of the ECB and the Governments and Parliaments of the Member States.
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EXPLANATORY STATEMENT

The third stage of Economic and Monetary Union is to begin in a matter of weeks now, with 11 of
the EU's 15 member states taking part. For a variety of reasons, political as well as economic,
Denmark, Greece, Sweden and the UK have not signed up for EMU in the first wave. The
rapporteur earnestly hopes that it will be possible to remove the outstanding barriers to entry into
EMU for these four member states as quickly as possible, in the interests of the peoples of the
countries concermned but also of the European Union as a whole. Indeed, polls show that substantial
majorities of the citizens of these countries already believe they will be joining EMU within a matter
of years.

However, a great deal of uncertainty remains: about the precise timing of the accession of the pre-ins
to EMU and, more particularly, about the behaviour of the exchange rates of the currencies of the
countries concerned vis-a-vis the euro in the period leading up to accession. It may be argued that
the very fact that the four governments will retain for a period the ability to manipulate the value of
their currencies could lead to a greater volatility of Sterling, the Swedish krona, the Danish krone and
the Greek drachma against the euro than has recently been seen against the German Mark - an effect
that may be exacerbated by the greater weight the euro will carry in international markets compared
to the Mark, and the associated increased vulnerability of what will have become relatively minor
currencies to speculative attack. This volatility, and the overall degree of uncertainty, are bound to
result in a higher cost of capital in the currencies of the four countries concerned than that prevailing
in the euro zone.

These issues are of great importance for the citizens of the four pre-in countries, because of the
effects a fluctuating exchange rate can have on the various economic fundamentals, and are
paramount for companies that are based in one of the four member states but operating across the
single market. There is no question that many such firms have already recognised that a competitive
advantage will accrue to those amongst them who are able to operate in euros at an early stage.

With his report the rapporteur is seeking answers to a number of pressing questions concerning the
likely effects on the economies of the pre-in countries of the introduction of the euro into 11 member
states and of the likely progressive infiltration of the pre-in economies by the euro, principally through
the medium of corporate use, though the impact of tourism and of direct EU payments, notably in
agriculture, will also be significant.

A number of factors will be working to induce companies in the pre-ins to adopt the euro for
international and even national transactions and invoicing and accounting purposes. Firms that
receive payments in euros are likely to seek to pass the foreign exchange risk - which might be
increased for the reasons given above - on to their domestic suppliers by requesting them to invoice
in euros. The need to be able to compare prices easily across the whole EU will induce purchase
managers in the pre-ins to request their domestic suppliers to quote in euros. Furthermore it is quite
likely that the euro will replace the US dollar as the currency in which key commodity import
contracts - notably for oil and natural gas - will be denominated, and in which international trade and
investment deals will be transacted.
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It has been estimated that the euro will be the currency of denomination of as much as 15% of the
money supply of Sweden within about three years. Similar rates will certainly apply in the other pre-
in countries, and while this development is to be welcomed insofar as it might hasten the accession
of the countries to EMU, it will certainly complicate the task of their central banks of running their
national monetary policies.

The rapporteur would also point to the risk of small and medium-sized enterprises as well as
individual consumers in the pre-ins assuming debt and other financial obligations in euros without
really understanding the risks involved. These risks will of course also apply to the present candidates
for membership amongst the Central and Eastern European Countries. It is vital that the convergence
of their monetary conditions to fit EMU is seen as of at least equal importance in the negotiations
now under way for their entry as the more familiar fields of controversy in agriculture and regional
spending.

The rapporteur is convinced that, overall, massive exposure to the euro in the pre-in countries is to
be welcomed as it will amplify the forces working for the early accession of those countries to EMU.
Therefore, whilst pointing up the risks associated with the "unofficial" introduction of the euro by the
private sector, he is adamant that no barriers of any kind must be set up by the authorities in the pre-
ins to the parallel use of the euro in their countries.

However, a number of practical demands are made in the resolution aimed at ensuring that the parallel
use of the euro helps rather than hinders the accession of the pre-ins and, eventually, the candidate
members to EMU. Among them are that the ECB should monitor the parallel use of the euro in the
countries concerned, and also that the central banks of the pre-ins should make official statements,
at the earliest opportunity, on how they see the development in the parallel use of the euro in their
respective economies, and how they expect their economic actors to behave in the circumstances.
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