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European Developments (01-08/05) 

• The Commission pledged €1 bn 
in grants and €400 m. in 
guarantees for research on 
vaccines, diagnostics and 
treatments for SARS-CoV-2.

• State aid measures of 8 member 
states, of total value €13.2 bn,
were approved.

European
Commission

• Approval of the Commission's 
initiative to provide financial aid 
of €3 bn to EU neighbouring 
countries

Council of the 
EU

"Notwithstanding the analysis of the detail of the German 
Constitutional Court decision today, we reaffirm the primacy of the 

EU law, and the fact that the rulings of the European Court of 
Justice are binding on all national courts."

Eric Mamer, Chief spokesperson of the European Commission

"We are an independent institution, accountable to the European 
Parliament, driven by mandate. We’ll continue to do whatever is 

needed to deliver on that mandate."
Christine Lagarde, President of the ECB

"The internal market cannot be maintained if we save only one or 
two industries of one or two members states. We are all in the 

same boat and for us, this boat is Europe."
Thierry Breton, Commissioner on Internal Market
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National measures (01-08/05)

Germany: The federal 
government allocated €1.95 bn 

for the Federal Employment 
Agency, €120 m. for short-time 

allowances and €530 m. for 
unemployment benefits.

Ireland: The government 
announced support measures 
for businesses which include, 
inter alia, grants, guarantees 

and tax deferrals. 

Czech Republic: The central 
bank announced a third 

consecutive reduction of its 
benchmark interest rate from 

1% to 0.25%.

UK: BoE retained its 
benchmark interest rate stable 
at 0.1% and the total value of 
its asset purchase programme 

at £645 bn

Canada: The federal 
government has allocated 50 
m. CAD for buying quantities 

of surplus food in order to 
support the agricultural and 

food processing sectors.

Turkey: The financial regulator 
imposed on Turkish banks a 

transaction limit with foreign 
banks of 0.5% of their equity.

International Monetary Fund

• From 01/05 to 08/05 the IMF has approved the requests of 8 
countries for financial support through the Rapid Credit Facility,
Rapid Financing Instrument and Catastrophe Containment and 
Relief Trust. Total amount approved: 2.8 bn SDR ($3 bn)
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Breakdown of measures5 (16/03 – 08/05)  

  

 
1 The total value of these measures is greater as the cost of several measures has not been estimated yet. 
2 Includes the Pandemic Emergency Purchase Programme (PEPP), totalling €750 bn., the additional asset purchases of €120 bn. within the framework of the Asset Purchase 
Programme (APP) and additional liquidity provided to banks through the TLTRO III programme. 
3 Combined package of tax deferrals and annulments of €32 bn. As the amount of deferrals and annulments is not separately specified, we adopt Bruegel’s hypothesis 
about the equal distribution of the package with €16 bn. for deferrals και €16 bn. for annulments.  
4 The amount of these measures – if specified – is included in the fiscal measures. 
5 Sources: IMF Policy Tracker, OECD Country Policy Tracker, Bruegel Institute & official government announcements. 

 EU France Italy Germany  Netherlands Austria Denmark Spain Greece Portugal Ireland 

Α. Fiscal Measures1 €65 bn €56.7 bn €16 bn €453.3 bn €20.1 bn €19 bn 55.9 bn DKK €13.9 bn 
€3.92 – 3.97 

bn 
€1 bn1 €7.2 bn1 

Β. Monetary 
Measures (Total) 

€1.9 tr.2 - - - - - 
Bank credit 

facility 
increased 

- - - - 

C. Loans/Guarantees €305 bn €337,9 bn €530 bn €819.7 bn Min. €12.1 bn €9 bn 66 bn DKK 
€112.4 

bn 
Up to €3 bn €3.96 bn €400 m.1 

D. Tax Deferrals - €19 bn3  €10.7 bn €500 bn 
€35 – 45 bn 

(est.) 
Up to €10 

bn 
165 bn DKK Min. €14 

bn 
€4.11 bn €6.2 bn Not Specified 

E. Labour Market 
Measures4 

SURE: Fund to 
provide loans 

to member 
states 

targeted to 
employment 

schemes.    
Total value: 

€100 bn 

Income support 
subsidy of 70% 
for workers in 

partial 
unemployment 

status 

Temporary 
prohibition of 
redundancies 

and 
prolongation of 
unemployment 

benefit 

Further 
financing of 
the existing 

income 
support 

scheme for 
the 

unemployed 

Wage subsidy of 
up to 90% (for 

businesses 
reporting 
revenue 

reduction of at 
least 20%) 

Progressive 
wage 

subsidy 
based on 

the size of 
salary of up 
to 90% of 
working 

time 

Wage subsidy of 
up to 75% (for 

businesses 
reporting revenue 

reduction of at 
least 20%) 

Wage 
subsidy of 

70%6 

Allowance of 
€800 to 
workers 

temporarily 
laid off in 
impacted 
sectors 

Wage subsidy 
of up to 75% 

(for 
businesses 
reporting 
revenue 

reduction of 
at least 40%) 

Unemployment 
benefit increase 

and wage 
subsidy of up to 
70% (capped at 

€410/week) 
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 USA Canada Australia UK Japan Russia India Brazil 

Α. Fiscal Measures6 ≈$1.3 tr. 108.3 bn CAD 193.8 bn AUD 
£100.5 bn 

(estimated7) 
¥108.2 tr.8 500 bn RUB8 1.85 tr. INR8 ≈ 470 bn BRL8 

Β. Monetary 
Measures (Total) 

Unlimited Not Specified Min. 90 bn AUD Min. £645 bn Unlimited Not Specified Min. 3.7 tr. INR ≈ 1.2  tr. BRL 

Β1. Asset Purchases Not Specified Not Specified Not Specified £645 bn Not Specified Not Specified Not specified - 

Β2. Bank Liquidity Not Specified Not Specified Min. 90 bn AUD Not Specified Not Specified 500 bn RUB 3.7 tr. INR ≈ 1.2 tr. BRL 

C. Loans/Guarantees $1.257 tr. 65 bn CAD 35 bn AUD £330 bn9 Min. ¥2.1 tr. Not Specified - Min. 43 bn BRL 

D. Tax Deferrals $561 bn 85 bn CAD - £30 bn Not Specified Not Specified Not Specified Not Specified 

E. Labour Market 
Measures10 

$250 bn 
(Unemployment 

benefit 
increase) 

Allowance of 2000 
CAD/month to 
workers whose 

income was 
impacted & wage 
subsidy of 75% for 

affected 
businesses 

Wage subsidy of 
1500 AUD per 
employee per 

fortnight 

Wage subsidy of 
80% 

- 

Reduction of 
social security 

contributions for 
SMEs 

Wage increase 
for those 

working in state 
employment 

schemes for the 
agricultural 

sector 

Allowance of $120 
for the 

unemployed and 
informally 
employed 

 
6 Does not include funds allocated for tax deferrals and loans/guarantees. 
7 Will depend on the final fiscal cost of the wage subsidy scheme. 
8 It includes the funds allocated for tax deferrals and/or loans/guarantees, as the exact breakdown of the package is not specified. 
9 Supported by the BoE 
10 The amount of these measures – if specified – is included in the fiscal measures. 
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Recent Economic Developments (04-07/05) 
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The European Commission (Spring Economic Forecast of May 6) estimates that Greek economy is expected to contract by 9.7% 

in 2020 and grow by 7.9% in 2021. Private consumption is projected to fall substantially (-9%), whereas public consumption is 

estimated to increase by 4.9% in 2020.  

*Intra and extra-EU trade. 
The recession on the Euro Area is estimated at 7.7% for 2020. The negative impact on imports and exports of goods and services 

is evident.  
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In this chart, there is a comparison of the GDP growth forecasts for the EU, the Euro Area and the US. Both the EU and the Euro 

Area economies are expected to experience a deeper recession than the US in 2020. On the other hand, they are also expected 

to record higher growth rates for 2021. 

On March 18, the ECB announced a new asset purchase programme (Pandemic Emergency Purchase Programme) of total 

value €750 bn. Furthermore, the ongoing Asset Purchase Programme, which is in force since October 2014, was boosted on 

March 12 with an additional envelope of €120 bn. of purchases. 
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Wall Street indices climbed on 7 May, with Nasdaq offsetting losses for 2020. Most European stocks traded higher on 

Thursday, as there is optimism about the easing of the lockdowns. 

The decision of the German Constitutional Court on 5 May about the sovereign bond-buying programme of the ECB led to an 

increase in Euro Area sovereign bond yields. After the statement of C. Lagarde that the ECB “will continue to do whatever is 

needed, whatever is necessary, to deliver on that mandate. Undeterred”, the yields have stabilised. 
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A rise in oil prices was observed after the gradual lifting of lockdown measures and the increased international demand. 

Following the report of the US Energy Information Association expressing concerns for oil oversupply, oil prices dropped again. 

In the foreign exchange market, the Euro declined after the decision of the German Constitutional Court. On 7 May, the EUR/USD 

exchange rate increased, and is currently around 1.0829 $/€.  
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In Focus 

Commentaries, analyses, forecasts on the economic dimensions of the pandemic 

 

The explosive development of this week was that the German Federal Constitutional Court ruled 

that the quantitative easing program implemented by the European Central Bank (ECB) exceeds 

the ECB's jurisdiction, and called on the ECB to justify the proportionality of the program within 

90 days. It should be noted that this decision does not touch upon economic measures adopted 

by the EU or the ECB in the context of the current crisis. Nevertheless, the precedent could potentially impact 

those measures, too.  

In his analysis of the case, Willem Buiter notes on Project Syndicate that Germany's highest court has, 

essentially, threatened to undermine the European Central Bank's efforts to extend liquidity and other forms 

of assistance to distressed eurozone governments. Looking ahead, as public-sector deficits expand as a result 

of the pandemic response, PSPP purchases of sovereign debt may become important drivers of sovereign 

borrowing costs and even of sovereigns’ market access. If German judges were suddenly to say “nein” to the 

PSPP, one or more eurozone countries could be forced to crash out of the monetary union. 

 

 

 ‘A deep and uneven recession and an uncertain recovery’ are reflected in the Spring 2020 

Economic Forecast of the European Commission. They predict that Europe’s economy will 

shrink by 7,4% this year, while the Eurozone in particular is estimated to face a recession of 

7.7%. In 2021, recovery in the EU is estimated to reach 6.1% and 6.3% in the Eurozone.  

 

 

 

 

  

 

 

 

 

 

The Commission forecasts a recession of 9.7% in 2020 for Greece, the steepest economic decline in the Union. 

On a positive note, a recovery of 7.9% is predicted for Greece in 2021, which is the highest rate of GDP 

expansion in the entire EU.  

https://www.bundesverfassungsgericht.de/SharedDocs/Entscheidungen/EN/2020/05/rs20200505_2bvr085915en.html
https://www.project-syndicate.org/commentary/german-constitution-court-ecb-pspp-ruling-by-willem-h-buiter-2020-05
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_799
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_799
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In the last few weeks, almost every government and central bank in the world has adopted 

aggressive forms of fiscal and monetary easing. They have sometimes done so in a coordinated 

fashion, akin to what some authors have called ‘helicopter money’, to mitigate the Covid-

induced collapse in economic activity. Brunello Rosa, under the auspices of the Centre for 

European Policy Studies (CEPS), wonders how the EU could deliver ‘helicopter money’. He proposes that 

initially, each eurozone government should implement a form of direct monetary transfer to its citizens. How 

would that be possible? Through a pre-paid and re-chargeable credit card, incorporating the signs of the EU, 

which could be called the ‘EUROPA CARD’. Even without joint/common forms of financing, this operation could 

simply be financed by national governments issuing bonds. But since the ECB has already promised to purchase 

those bonds this year, it is absolutely correct that it is the EU/ECB that claims to be the ultimate issuer of this 

EUROPA CARD. A potential Recovery Fund could be facilitated by such a card, since the national governments 

could use the EUROPA CARD to distribute those funds. Otherwise the risk is that funds will be made available 

but will not reach the end users, which in this case should be individual people and companies.  

 

In a different spirit, Timo Löyttyniemi on VoxEU, argues that a practical solution is to introduce 

simple, temporary ‘coronataxes’ over the next five to ten years. These taxes could be 

implemented nationally and supported by European-level coordination. Coronataxes could be 

collected by raising overall taxes temporarily for 5–10 years and the increase would apply to all forms of 

taxation, the objective being to repay the extra 10–30% of public debt incurred as a result of the corona crisis. 

He acknowledges that taxes are not particularly popular and they undermine economic growth; nevertheless, 

he believes that the coronatax would be a natural solution, as opposed to complicated schemes that would 

anyway fail to address the core problem. 

 

Douglas Irwin on piie.com supports that the pandemic adds momentum to the deglobalisation 

trend. As measured by trade flows, the fourth era of globalisation appears to have peaked in 

2008 and since then, we observe its de-escalation. The pandemic has reinforced concerns 

around the world that supply chains have gone too far. In an environment where alliances are 

uncertain and international cooperation is absent, they are also asking whether they should reduce their 

economic interdependence. National security and public health concerns are providing new rationales for 

protectionism, especially for medical gear and food, and an emphasis on domestic sourcing. 

 

 

 

 

 

 

 

https://www.ceps.eu/helicoptering-money-into-europe/
https://www.ceps.eu/helicoptering-money-into-europe/
https://voxeu.org/article/coronataxes-solution
https://www.piie.com/blogs/realtime-economic-issues-watch/pandemic-adds-momentum-deglobalization-trend?utm_source=update-newsletter&utm_medium=email&utm_campaign=piie-insider
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In a global economy where state intervention and protectionism might come to play an even 

stronger role, member states will have to count ever more on a well-functioning European market 

in order to prosper, Johan Bjerkem says in his article on the European Policy Centre (EPC). He 

highlights the fundamental role of the single market in Europe’s management of COVID-19 and calls for an 

even more strengthened role of the single market by protecting critical European assets and better enforcing 

single market rules. As policymakers plan their COVID-19 responses, Jeffrey Frankel warns on Project Syndicate 

that a W-shaped crisis should be avoided whatsoever – where ‘W’ stands for the premature withdrawal of 

public-health or economic-stimulus measures.  

 

Peter Bofinger in Social Europe has examined EU’s options vis-à-vis the financial consequences of 

the pandemic.  Starting from the premise that the economies of the South will have a more 

significant recession than that of the North, due to the crucial role of the tourism industry in the 

former, the author claims that the available funds of the EU support mechanisms, must be 

expanded at all costs. Ideally, the debt should be issued at a European level, rather than nationally. That could 

be done by introducing a European fund, which would be able to rally up to 10-15% of the GDP of the EU (1.4-

2.1 trillion euros). The aid is proposed to be in the form of transfers instead of loans, in order to avoid 

additional debt. Ultimately, if Northern member-states do not change their stance regarding common and 

European funding, the ECB will end up being the scapegoat of this crisis.  

 

Can negative interest rates ultimately have a positive effect on economic growth? This is the 

main question in an article by Kenneth Rogoff. Maintaining negative interest rates is a 

controversial, even unorthodox, policy for many economists. However, Rogoff warns that sub-

zero interest rates could shape a new (at least short-term) economic equilibrium, urging central 

banks to examine this scenario. Negative interest rates, combined with an expansionary fiscal policy, might 

not provide immediate solutions to the current economic problems, but they can act as a potential driving 

force for developing economies, as well as capital markets. 

 

Matthias Thiemann and Peter Volberding call for a strategy of solidarity, proposing a bold plan, 

which consists of four steps to be taken by the European Investment Bank (EIB). Firstly, the 

available EIB funds should be expanded (as in the aftermath of the 2008 crisis), from 243 billion 

to 500 billion. Secondly, a link between companies in need of liquidity and EIB is needed. 

National Development Banks (NDBs) can take on this role of the intermediary by providing loans to companies 

depending on the staff they employ and the pollutants they produce. The necessary funds will be provided by 

the EIB, and as a result, a direct link between the EIB and businesses will be formed. Thirdly, it is of utmost 

importance to set up an auxiliary European fund, which will be able to distribute funds of around 100 billion 

euros in areas that are in dire need of liquidity. Fourthly, the aforementioned financial aid should take the 

form of equity injections, rather than debt, and accompanied by tax exemptions, boosting growth in the EU. 

 

 

https://www.epc.eu/en/Publications/Europes-hidden-weapon-in-combatting-COVID-19-The-Single-Market~3279e0
https://www.project-syndicate.org/commentary/covid-19-response-premature-withdrawal-w-shaped-recession-by-jeffrey-frankel-2020-05?a_la=english&a_d=5eac12ca8720150964938de7&a_m=&a_a=click&a_s=&a_p=%2Fsection%2Feconomics&a_li=covid-19-response-premature-withdrawal-w-shaped-recession-by-jeffrey-frankel-2020-05&a_pa=section-commentaries&a_ps=&a_ms=&a_r=
https://www.socialeurope.eu/the-frugal-four-should-save-the-european-project
https://www.project-syndicate.org/commentary/advanced-economies-need-deeply-negative-interest-rates-by-kenneth-rogoff-2020-05?utm_source=Project+Syndicate+Newsletter&utm_campaign=2b4ee20e66-covid_newsletter_07_05_2020&utm_medium=email&utm_term=0_73bad5b7d8-2b4ee20e66-104310569&mc_cid=2b4ee20e66&mc_eid=23ef6b2fb3
https://www.socialeurope.eu/extending-loans-and-providing-equity-the-eib-and-national-development-banks-must-act-now
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Finally, Josep Borell, the High Representative of the European Union for Foreign Affairs and 

Security Policy and Vice-President of the European Commission, in a policy brief published in 

Greek exclusively by ELIAMEP and in English by the European Council on Foreign Relations, 

highlights the importance of strategic autonomy as a priority for Europe, despite the fact that the current crisis 

will likely magnify existing geopolitical dynamics and test the strength of Europe’s democratic systems.  

 

 

ELIAMEP experts write 

 

 

"The lockdown was imposed [in Greece] much earlier than in most countries in the western world. The 

government reacted in a very competent manner, listening to the right people and making the right 

judgement, especially given the lack of a strong precedent but also in terms of communicating the decision 

and keeping people in their homes. Greeks reacted to the lockdown with surprising compliance — a legacy of 

the economic crisis.  

Greece has been in an almost non-stop crisis mode, so society was better prepared to enter a state of alert as 

opposed to the complacency it found itself in 2009. Very few segments of society were not affected by the 

crisis, so there was a collective immunity to complacency." 

George Pagoulatos, Director General, ELIAMEP, Interview in Deutsche Welle, 02.05.2020 

  

“With the gradual recovery of the economy from the coronavirus crisis, in 2021, Greece will once again be 

confronted with the challenge of the necessary transformation of its productive model. This requires 

strengthening extroversion and entrepreneurship in high value-added activities […] Making these changes is 

not an easy task; it cannot be done in one day and cannot be done with government orders. We need to 

continue a wide range of reforms that will provide opportunities and incentives to promote the desired 

options.” 

Dimitris Katsikas, Head of the Greek and European Economy Observatory, ELIAMEP, liberal.gr, 05.05.2020 

  

«The judges in Karlsruhe have essentially told policy makers at the ECB and the federal government in Berlin 

that what is legally prohibited must unconditionally take precedent over what is politically required in a 

situation of great urgency such as prevailed in early 2015. Put otherwise: the ECB will have to think twice if an 

emergency requires immediate action and what kind of action is constitutional.» 

Jens Bastian, Senior Policy Adviser, ELIAMEP, eliamep.gr, 06.05.2020 

 

 

https://www.eliamep.gr/wp-content/uploads/2020/04/Policy-Brief-Borrell-FINAL-1May2020.pdf
https://www.eliamep.gr/wp-content/uploads/2020/04/Policy-Brief-Borrell-FINAL-1May2020.pdf
https://www.ecfr.eu/publications/summary/the_post_coronavirus_world_is_already_here
https://www.dw.com/en/how-greeces-crisis-is-helping-it-bend-the-covid-19-curve/a-53280532
https://www.liberal.gr/news/i-ora-ton-megalon-allagon/300407
https://www.eliamep.gr/wp-content/uploads/2020/05/Constitutional-Court-Germany-May-2020.pdf
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“Like countries in central and eastern Europe, Greece had a very real sense of the fragility of its health system. 

That incited the government to take urgent measures earlier than other west European governments which 

felt a greater sense of complacency about their systems’ ability to handle the crisis.” 

George Pagoulatos, Director General, ELIAMEP, Interview in The Guardian, 05.05.2020 

 

 

“Once economic activity begins to unfreeze, the debate in Europe on fiscal rules, additional relief programs 

and demands for flexible debt management will return. The next seven-year EU budget needs to be 

reconsidered in terms of spending volume, priorities and gradual funding.” 

Jens Bastian, Senior Policy Adviser, ELIAMEP, Ta Nea, 06.05.2020 

 

 

 

 

 

 

 

 

 

https://www.theguardian.com/world/2020/may/05/why-has-eastern-europe-suffered-less-from-coronavirus-than-the-west
https://www.eliamep.gr/wp-content/uploads/2020/05/%CE%9C%CE%91%CE%96%CE%99%CE%9A%CE%97-%CE%91%CE%9B%CE%9B%CE%91-%CE%94%CE%99%CE%A7%CE%91%CE%A3%CE%A4%CE%99%CE%9A%CE%97_%CE%A4%CE%91-%CE%9D%CE%95%CE%91_%CE%A341_2020-05-06.pdf

