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Eurozone reform deal: what was agreed and what was put on 

hold 

di Jim Brunsden e Mehreen Khan 

 

It took 18 months of horse-trading and a final all-night negotiating session, but eurozone 

finance ministers have brokered an accord on a package of reforms to bolster the currency area’s 

crisis-fighting toolkit. 

Ministers emerged on Tuesday morning from 19 hours of intense talks in Brussels with an 

agreement that postpones some of the most difficult reform issues but that marks the biggest 

overhaul of the single currency bloc since the 2010-15 sovereign debt crisis. 

With governments up against a deadline to reach a deal before a summit of EU leaders next 

week, ministers were forced to stray into sensitive political territory, including a French push for a 

eurozone budget that has raised hackles in the Netherlands and other northern members of the 

currency bloc. 

Mário Centeno, president of the eurogroup, who chaired the talks, hailed the outcome as a 

“breakthrough on some key issues”. But where does the deal really leave the EU’s eurozone reform 

agenda? 

Reinforcing the banking union 

The eurozone’s common system for overseeing its banks was one of the main policy 

achievements to come out of the sovereign debt crisis. But governments have sparred about how to 

complete it. 

Brussels and the European Central Bank have called for the creation of a common scheme to 

guarantee bank deposits. The idea is anathema to Germany, which does not want its taxpayers on 

the hook for financial mismanagement elsewhere, and was essentially parked at Monday’s meeting.  

The final deal says only that a high-level group will be set up to examine the project, known 

as EDIS and that it will report back by June 2019. “EDIS is a very difficult file”, Mr Centeno said. 

Ministers instead focused on beefing up the bloc’s single resolution fund, a pot of money that 

can be tapped to help wind down failed banks. The negotiations yielded detailed “terms of 

reference” on how to give the SRF access to emergency loans from the European Stability 

Mechanism (ESM), the eurozone’s €500bn sovereign bailout fund. 

The emergency loans are a priority for the ECB and others who see them as key to 

strengthening the banking union’s credibility. But conditions attached to the deal — including 

German insistence on a reduction in banks’ portfolios of non-performing loans — mean the 

emergency loan facility may not become operational for several years. 



Separately to the overnight negotiations, EU finance ministers on Tuesday endorsed a set of 

amendments to strengthen the bloc’s banking regulations — a “risk-reduction” step that Germany 

has insisted is a prerequisite for the broader reform push. 

Making bondholders share the pain 

Getting investors to take a hit on their government bond holdings if a country needs a 

taxpayer bailout has been a consistent demand from Germany and its northern European allies. But 

the idea was resisted in high-debt countries, led by Italy. 

In Monday’s compromise, governments endorsed a system of debt restructuring that would 

allow the ESM to mediate between creditors and governments, but stressed this would be “on a 

voluntary, informal, non-binding, temporary and confidential basis”. 

The list of caveats is the result of hard bargaining by Rome, which is opposed to any steps 

that could make investors wary of buying its sovereign debt. 

Ministers also agreed on plans put forward by France and Germany for government bonds to 

be issued with tough “collective action clauses” to prevent situations where “holdout” investors can 

prevent debt writedowns. They agreed that these clauses should be introduced in debt issued from 

2022 onwards. 

Creating a eurozone budget 

The creation of a “stabilisation” budget for the eurozone has been central to French calls for a 

more crisis-resistant currency bloc. The idea of a common pot worth  

“several percentage points” of the area’s gross domestic product was first touted by 

Emmanuel Macron, the French president, in August 2017. But his ambitions were significantly 

watered down as Paris met stubborn opposition, notably from the Netherlands, which insists 

countries must remain responsible for managing their own finances. 

Diplomats said the issue became the main flashpoint at Monday’s meeting, pitting Bruno Le 

Maire, French economy minister, against Wopke Hoekstra, his Dutch counterpart. 

The final language in Tuesday’s statement effectively splits the issue in two and pushes 

difficult decisions back to EU leaders. 

Ministers agreed that a Franco-German blueprint for a eurozone budget, aimed at promoting 

“convergence and competitiveness”, could be further explored. The fund would be anchored within 

the broader EU multiannual budget, so limiting its size. And progress would depend on EU leaders 

giving the green light. 

But the statement also underlines that there is no “common view on the need and design” of a 

eurozone instrument for fiscal stabilisation. 

Mr Le Maire said the deal should be seen positively. “We finally have, for the first time, a real 

perspective for the euro area budget,” he added. 



“The text speaks for itself,” Mr Hoekstra said. “There is a significant group of countries 

firmly against the stabilisation mechanism.” 

Enhancing the ESM 

The idea of transforming the ESM into a European Monetary Fund has been one of the main 

ideas on the table during the past 18 months of eurozone reform talk, although ambitions were 

gradually scaled back in the run-up to Monday’s meeting 

Hopes in Germany that an EMF could become Europe’s enforcement watchdog for national 

budgets, taking over powers held by the European Commission, were checked by EU lawyers. 

Meanwhile, a commission blueprint for the EMF that would place it under Brussels’ authority 

received short shrift from capitals earlier this year. 

Finance ministers on Monday agreed on more targeted changes, including clarifying the 

conditions for governments to receive precautionary credit lines from the ESM. 

“The euro area will be equipped with these more effective tools for countries with sound 

economic fundamentals, which could be affected by an adverse shock,” ministers said. 


