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What is the Economic and Monetary 
Union?

The Economic and Monetary Union (EMU) refers to the set of 
EU policies aimed at promoting economic convergence among 
Member States. The EMU ‘toolbox’ can be broadly divided into 
three policy areas: Economic Union, Fiscal Union and Financial 
Union. Since the crisis, substantial progress has been achieved 
in the areas of Economic Union and Fiscal Union. However, 
significant work remains to be done with regard to Financial 
Union, i.e. completing the Banking Union and the Capital 
Markets Union. Disagreement among Member States on the 
proposed common Eurozone budget could also have significant 
implications for the future of the EMU.

Where does the EU stand at present on 
the EMU?

The EU has proposed implementing a system of centralised 
banking supervision and restructuring (Banking Union), and 
progressing towards integrated financial markets across the Union 
(Capital Markets Union). The EU institutions hope that these 
policies can be implemented without making changes to the EU 

Treaties. The EU institutions have set the next phase of EMU 
reform in motion by publishing a number of important papers 
since 2015. See Figure 1.

Figure 1. Key developments for the next phase of EMU reform.

At the institutional level, agreement was reached on the creation 
of a common ‘backstop’ for the Eurozone’s bank rescue system, 
the Single Resolution Fund (SRF), at the December 2018  
Euro Summit. This is a key step towards completing Banking 
Union. The backstop provides additional support to restructure 
struggling banks. In the event that the SRF lacks the funds to 
rescue an ailing bank, the resources of the European Stability 
Mechanism (ESM) - the Eurozone’s bailout fund - can now be 
drawn upon.

Are EU Member States aligned on the 
future of the EMU?

No. There are many competing visions for the future of the 
EMU. Some Member States such as France advocate greater 
solidarity in sharing risk across the Eurozone’s financial system. 
Others such as Germany are opposed to wide-scale fiscal transfers 
among Member States, and argue for risk-reduction. Ambitious 
measures proposed by French President Emmanuel Macron - 
such as the creation of a Eurozone Finance Minister and Treasury 
to oversee bloc-wide economic policy – have been sidelined due 
to these divisions.

Key EMU Developments

June 2015 Five Presidents’ Report on Completing 
Europe’s EMU

October 2015 Commission Communication on steps 
towards Deepening EMU

March 2017 White Paper on the Future of Europe

June 2017 Reflection Paper on the Future of EU 
Finances

December 2017 Roadmap for deepening Europe’s EMU

December 2018 Eurogroup report to Leaders on EMU 
deepening

Key Takeaways

• The Economic and Monetary Union (EMU) aims 
to promote economic convergence among Member 
States. 

• While progress has been made on several aspects of 
EMU, there is still work to be done with regard to the 
completion of the Banking Union and the Capital 
Markets Union, and the creation of a common 
Eurozone budget.

• There are a number of competing views on key 
aspects of EMU reform. Ireland is a member of 
the so-called Hanseatic League, a grouping of eight 
Member States that share views on the future of the 
EMU. 

• The upcoming June 2019 European Council is a key 
deadline for the next phase of EMU reform.
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Ireland is a member of the so-called Hanseatic League, an 
informal grouping of eight Member States that share views on the 
future of the EMU. See Figure 2. Named after a medieval alliance 
of market towns in northern and central Europe, the Hanseatic 
League opposes far-reaching transfers of competence to Brussels, 
and has reservations about plans for a common Eurozone budget. 

Figure 2. Members of the Hanseatic League informal alliance 

What is the common Eurozone budget? 

The creation of a common Eurozone budget is a key demand 
of French President Emmanuel Macron. It should not to be 
confused with the annual EU budget or the multiannual financial 
framework, which is negotiated for a seven-year period. The 
proposed common Eurozone budget would provide support for 
large-scale investment projects and give Member States financial 
incentives to implement growth-enhancing reforms. 

The Netherlands, perhaps the most vocal opponent of plans for 
a common Eurozone budget, has indicated qualified support for 
the proposal, provided strict conditions are met. These include 
veto power for national capitals over where the money goes.  
The question of how the budget would be financed is also 
contentious. A joint diplomatic note issued in April 2019 by 
Ireland, the Netherlands and three other Member States stated 
that the budget should not be financed by new taxes. The deadline 
for finding agreement on the final design has been set for the June 
2019 European Council.

What is the main obstacle to 
completing the Banking Union? 

Implementing a European Deposit Insurance Scheme 
(EDIS) is the final barrier to completing the Banking Union.  

The Commission’s EDIS proposal would reduce the impact of 
domestic economic shocks by providing a system of uniform 
insurance protection for depositors. The proposal has faced 
stiff opposition in Germany due to concerns that banks in 
some Member States are disproportionately exposed to high 
risks. Germany wants these risks significantly reduced before 
committing to the system of pooled resources needed to 
implement EDIS. EU leaders have tasked Eurozone Finance 
Ministers with determining how to move forward on the EDIS 
proposal by the June 2019 European Council.

Does the proposed Capital Markets 
Union face similar obstacles to 
completion?

No. The Commission’s proposal for a Capital Markets Union 
contains a range of measures to unlock the potential of integrated 
financial markets in the EU by 2019, and significant progress has 
been made to this end. Thirteen legislative initiatives have been 
proposed since 2014, of which eleven have been agreed on by 
the European Parliament and the Council of the EU. French, 
German and Dutch Finance Ministers recently called on the 
EU to commence work on the second phase of measures, with a 
progress report expected in July 2019.

What is the way forward?

Although every Head of State/Government indicated support 
for the completion of the EMU in the European Parliament’s 
Future of Europe debates, there are clear differences among 
Member States as to its future shape. Agreeing on the design of 
the proposed common Eurozone budget and a European Deposit 
Insurance Scheme rank among the priority objectives ahead of 
the June 2019 European Council, when the EU’s strategic agenda 
for the period 2019-2024 will be adopted. Building consensus 
among the many competing visions of EMU reform has proven 
challenging to date so the prospect of further compromise  
appears likely. 

If you have a topic you would like us to address in this 
series please email FutureofEurope@iiea.com


