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Meeting Of Heads Of State Or 

Government Of The Euro Area, 

Brussels, 7 May 2010

• the President of the European 

Council, Mr. van Rompuy, has 

convened Heads of State or 

Government of the Euro area for 

a meeting on the evening of 7 

May in order to finalise the 

adjustment programme 

negotiated by the Commission, the 

ECB and the IMF with the Greek 

government and the financial 

support to Greece, as well as to 

draw the first conclusions on this 

crisis for governance of the 

Euro area. 
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Statement By The Heads Of State

• 1/ DURING THE Implementation Of The Support Package For Greece In 
February and in March, we committed to take determined and 
coordinated action to safeguard financial stability in the euro area as 
a whole.

• Following the request by the Greek government on April 23 and the 
agreement reached by the Eurogroup on May 2, we will provide Greece 
with 80 billion euros in a joint package with the IMF of 110 billion euros. 
Greece will receive a first disbursement in the coming days, before 
May 19.

• The programme adopted by the Greek government is ambitious and 
realistic. It addresses the grave fiscal imbalances, will make the 
economy more competitive, and will create the basis for stronger and 
more sustainable growth and job creation.

• The Greek Prime Minister has reiterated the total commitment of the 
Greek government to the full implementation of these vital reforms.

• The decisions we are taking reflect the principles of responsibility 
and solidarity, enshrined in the Lisbon Treaty, which are at the core of 
the monetary union.

• 2/ Response To The Current Crisis
• In the current crisis, we reaffirm our commitment to ensure the 

stability, unity and integrity of the euro area. All the institutions of the 
euro area (Council, Commission, ECB) as well as all euro area Member 
States agree to use the full range of means available to ensure the 
stability of the euro area.

• Today, we agreed on the following :
• First, consolidation of public finances is a priority for all of us and we 

will take all measures needed to meet our fiscal targets this year and 
in the years ahead in line with excessive deficit procedures. Each one 
of us is ready, depending on the situation of his country, to take the 
necessary measures to accelerate consolidation and to ensure the
sustainability of public finances. The situation will be reviewed by the 
Ecofin Council on the basis of a Commission assessment by the end of 
June at the latest. We have asked the Commission and the Council to 
strictly enforce the recommendations addressed to Member States 
under the Stability and Growth Pact.

• Second, we fully support the ECB in its action to ensure the stability of 
the euro area.

• Third, taking into account the exceptional circumstances, the 
Commission will propose a European stabilization mechanism to 
preserve financial stability in Europe. It will be submitted for decision 
to an extraordinary ECOFIN meeting that the Spanish presidency will 
convene this Sunday May 9th.
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Monday 2AM REUTERS

• third, we have decided to establish a European 
stabilization mechanism. The mechanism is based on 
Article 122.2 of the Treaty and an intergovernmental 
agreement of euro area Member States. Its activation 
is subject to strong conditionality, in the context of a 
joint EU/IMF support, and will be on terms and 
conditions similar to the IMF.

• "Article 122.2 of the Treaty foresees financial support 
for Member States in difficulties caused by exceptional 
circumstances beyond Member States' control. We are 
facing such exceptional circumstance today and the 
mechanism will stay in place as long as needed to 
safeguard financial stability. A volume of up to 60 
billion euro is foreseen and activation is subject to 
strong conditionality, in the context of a joint EU/IMF 
support, and will be on terms and conditions similar to 
"In addition, euro area Member States stand ready to 
complement such resources through a Special Purpose 
Vehicle that is guaranteed on a pro rata basis by 
participating Member States in a coordinated manner 
and that will expire after three years, respecting their 
national constitutional requirements, up to a volume of 
440 billion euros. The IMF will participate in financing 
arrangements and is expected to provide at least half 
as much as the EU contribution through its usual 
facilities in line with the recent European programs.
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MASSIVE EVENT

• The swap deals between the Central Banks 
are not necessarily symmetric indeed by 
definition there are asset implications from 
asymmetric leakage but the use of the SPV 
makes a mockery of standard Monetary 
Economic Institutional models.

• The Commission Emperor has no clothes when 
viewed through the lens of someone trained in 
this topic. There is no excuse for this kind of 
activity from the people who run our lives. I 
don't care what the internecine power 
struggles are in Rond Pont Schuman! Get over 
it! I just think it is fundamental that politicians 
and bureaucrats all over Europe start to "do 
the right thing" now, not just in the UK and I am 
happy to go on the record to expose them 
when they are completely out of control.

• Remember in this context the Central Banks 
are executive agencies of the state (however 
morphed) and the state in the case of the EU 
is the Commission, un-elected! I hope I am 
articulating what the more savvy of you are 
feeling in response to this announcement.
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INSTITUTIONAL

CONFIGURATION

• The institutional concern is highlighted since the "EU" 
(using that term very loosely, which I will explain) is now 
using a Special Purpose Vehicle (SPV) as the key 
institutional player in staving off the wolf pack of 
speculators. But is this not playing into the wolf pack's 
hands?

• Indeed is it not the case that the necessity of the SPV is 
exactly the intellectual validity of the wolfpack's 
determination to short the EU and its key manifestation 
the Euro!? Why is such a dodgy legal concept, key to the 
Credit Crisis in facilitating off-balance sheet 
manoeuvring, thought to be nailed by the new ethos of 
transparency; being phoenixed up again to support this 
European emergency response? (It is ironic that the SPV 
was designed to facilitate "bankruptcy remoteness").

• The reason is that the "EU" is institutionally missing a 
lobe of its brain, a leg of its table or a bulb in the 
chandelier. The SPV facilitates the European Commission 
(which part, which section which scion, they only know; 
since the concept of DG's has gone flying out of the 
window) behaving in the role of European Debt 
Management Office. Control Freak bureaucrats, as I 
have said before, too lazy to get on with job of 
establishing a European sister institution to the ECB 
analogous to the Debt Management Offices of the 
individual member states; are using this SPV to exercise 
power (authority?) over European markets and States!

• More to the point the Commission is far too power hungry to pass up 
the opportunity to grasp Euro debt management powers to itself, even 
if it has to use an SPV to do it. As you can tell this gets my goat! I am not 
trying to make myself popular! This is the WRONG way to go about it, it 
does not cover up the lack of institutional planning in Brussels, it's 
just wrong-headed and sloppy and in that it is naïve since you can't hide 
a fundamental structural gap.
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ANCIENT HISTORY

• One of my friends, who is a very senior executive now in one of the 
global household names in the computer industry was required about 
ten years ago to fulfill the troubleshooting "international rescue" 
role on a very large scale software development project in a 
European city. As an analyst in this process I was asked to sum up the 
position in a single sentence; my view as I expressed it at the time, later 
came to hang round my neck a bit; being often quoted by other people 
with no connection to that particular project at all; "this is all bol**x"! 
Professionally my friend then proceeded through a rigorous due 
diligence process and he came to that final meeting, the showdown, 
facing off the Project Managers and Technical Experts, the cadre at 
that time running that mammothly ballooning monstrosity (as many of 
the e-banking projects of the turn of the millennium were, of course).
Maybe my influence on him was partial but he famously concluded that 
meeting with the question ".... And you have been doing this for how 
long?" In fact in this particular instance the bursting of the "dotcom" 
bubble saved face for all, as it became the premise upon which an exit 
route could be found from this disaster without any member of the 
cadre taking any responsibility for anything. The only people burned 
were the investors who had put their capital on the line in good faith. 
Isn't this becoming a recurring story in a sort of a way, over the last 
ten years? Do we just blame "Generation X" or is it the oldies like me who 
are actually running this situation? 

• EXPERTISE
• So often these technical experts escape unscathed, reputations 

intact & then (as recent experience reveals) they get hired back again 
to advise the rentiers on how to get themselves out of the mess which 
that cadre's technical advice got them into in the first place. My 
landscape setting here is Ciceronian; I am regaling the senate about 
learning lessons of history & actually taking account of mistakes 
made in the past, it is not something which my little world of financial 
risk management seems any good at today. That position is made even 
more scary since now everyone in the world is a Risk Manager it seems, 
everyone from Oscar Wilde's barman in Brussels to Barnie Frank (who 
seems to me the most unlikely leading figure in banking reform) You 
couldn't make it up! I don't mind personally anyone and everyone having 
a view on anything, I am convinced by libertarian arguments for free 
speech and the concept that through dialogue the best ideas will
eventually out; a philosophy which our American friends seem to 
believe to be uniquely theirs; first described in Vienna.
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TODAY ITS EVEN MORE 
CHALLENGING

• There is a key difference today though from my model of ten years 
ago above, which makes the whole thing different, the challenge today 
as a consequence of idiocy has a different jurisprudential imperative 
(if I use the word 'moral' or 'ethical' you will all just switch off). The 
BBC journalist Paul Mason painted the picture last night on Newsnight
in his depiction of his view that not since the Medicis had banking and 
the state become so intertwined. As is becoming a commonplace now, we 
all know that a huge transference of Kapital has occurred at 
lightening speed all over the globe from the private sector to the 
state. This obfuscates the quantitative appraisal of that capital. But it 
means we have a different kind of cadre running the process today 
and that cadre is responding to a challenge which is not just mammoth, 
the word global doesn't quite capture it.

• Zoom in to the European position and picture the cadre sitting in the 
room in Brussels where the proposition was made, the cadre gave the 
advice, to create a Special Purpose Vehicle stuffed full of billions of 
euros to rescue Greece. I actually do not blame the politicians at all, 
how could they assess the no-doubt hundreds of powerpoint slides 
which beat them into the submission of accepting that bizarre mechanic. 
Le Petit Sarko is reputed to have started screaming at Mrs Merkel, 
that night, no wonder! Angela for her part then kept her head and has 
made sensible propositions of a roadmap to get us beyond this 
disaster towards some kind of steady state which global capital 
markets can stomach. But Barroso; unelected, leader of the current 
cadre, those brilliant minds in the European Commission, uses his 
absurd position to contradict the German chancellor. Whilst from an 
ironic perspective world capital markets are actually cheering on the 
German boss. OK it's not doing her or anyone else any good, right now. 
The commission whirligigs, self regarding super brains, degrees in 
economics from all the fine schools in Europe and not one single
practical clue amongst them must be the only group of people in the 
world who do not realize that it is their error which sits the whole 
world on the edge of a precipice right now. You and me have no way to 
challenge them, we don't know who they are (well we might if we were 
anoraks); and they speak a private language of their own which allows 
them to dismiss us like scum as they pass us in the street.
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European War

Against The Markets -

750 Bn EUR
• With an unprecedented rescue 

package of up to 750 billion 
euros by the EU and International 
Monetary Fund to stabilize the 
ailing single currency, the euro. 
The goal: tame speculators. Is it 
enough? Well, if something the 
following this happens today, 
then you know for sure that 
Europe is rushing into its worst 
crisis since WWII:

• Greek bond yields sky-rocketing

• Stock markets continue to fall

• Euro still dropping
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EU Debt Office, Authority For Bank 

Resolution Funds & European 

Financial Stabilisation Mechanism

• Michel Barnier, Commissioner in charge of the Internal market and Services presented 
last week a proposal for Bank Resolution Funds. This came two weeks after the EU 
Heads of State presented the 750 bn euro rescue package with that mysterious Special 
Purpose Vehicle (SPV), which aimed at calming down the markets. The turmoil 
continued and it felt kind of weird that there were no panic news this last Friday (no bad 
news is good news).

• Last week Asymptotix pleaded for a European Debt Bank, or European Union Debt Office, 
which the Swedes would call it. John A Morrison said:

• We are where we are, capital has transitioned to the state, we need public institutions 
which can properly manage us through this second phase sovereign debt crisis and 
develop a roadmap for free markets beyond a properly constituted European "Bretton
Woods" style "Public Debt Bank" (its not for me to coin the name); philosophically in line 
with Keynes' thinking.

• During the weekend Asymptotix read through a paper that our contributor Robert 
McDowell sent us. That paper triggered us to write this post. Any state like Sweden and 
the UK has the following structure (bodies) to manage finance:

• A Ministry of Finance (Swedish Ministry of Finance, UK HM Treasury)

• A National Bank (Swedish Riksbank, UK Bank of England)
• A Financial Supervisory Authority (Swedish FI Finansinspektionen, UK FSA Financial 

Services Authority)

• A Debt Office (Swedish Debt Office Riksgälden, UK Debt Management Office)

• So what do we have at EU level? We can try our best to map this:
• The European Commission basically have three "Directorate Generals" that handle policy 

related to financial affairs: DG Internal Market and Services. Its main role is to 
coordinate the Commission’s policy on the European Single Market and to seek the 
removal of unjustified obstacles to trade, in particular in the field of services 
and financial markets. The Directorate General for Economic and Financial Affairs (DG 
ECFIN) strives to improve the economic wellbeing of the citizens of the European Union, by 
developing and promoting policies that lead to sustainable economic growth, a high 
level of employment, stable public finances and financial stability. DG Competition works 
to enhance competition in Europe’s banking, insurance and securities markets.

• The ECB is the European Central Bank for the eurozone countries, but not for non-
eurozone countries such as Denmark, Sweden and the UK.

• There is no European Financial Supervisory Authority, although the McCreevy paper (see 
below) proposes a European Banking Authority.

• There is no European Debt Office
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CROWDING OUT THREE

• Client Advice - Crowding Out.
• It's difficult if not protocol-breach for Asymptotix to disclose precisely who its clients are right now and what 

specific advice we give to them. Particularly in the context of what we do right now, all of our advice work is currently 
focussed on ‘impaired (or toxic) assets’, sensitive stuff with multi-legal entity stakeholders. We have to have some 
regard for our own NDA process! Often it is placing fortune as hostage to give one’s clients advice which can be 
construed as a warning! But that is what we did at the end of last year (2008). We predicted to one sceptical client that 
full-blown "crowding out" was not only likely but imminent. All of our analytics on Money Supply (components), the yield 
curve and some aggregate real factors were shouting “Crowding Out”! Unfortunately our vision has been reified, it 
seems clear. The consequence is that as hard as we try to put a price on toxic assets so as to allow bank lending to 
flow again – it has now become pointless. As of last week there was no breathing space for less than the rock-stars 
of the private sector in the capital markets, as Keynes might have said: yields we're too low.

• A statistical model cannot tell you where you are today
• A statistical model can predict precisely where current evidence points you; two or three years out but it cannot tell 

you where you are today, you have to use your own assimilation of absolutely current evidence to do that. When only 
the Rock-Stars can afford to play, then you know the commodity is hellish expensive & difficult to obtain, right? In this 
case the commodity is cash and not only is the Government the Hall of Fame Rock God, its demand for the commodity 
(cash) is obsessive and addictive right now, swamping supply; asset holders, globally are scratching their heads as to 
how they will meet the supply of US Treasuries & UK Gilts, project forward even near term. The UK Government has 
thrown a scrap from its table to the securitisation process by offering to guarantee some RMBS issuance to the tune 
of fifty billion sterling this week. It’s like the addict giving you his needle! A drop in the bucket in terms of London’s 
recent annual presence in that activity and not enough to even tickle the UK housing market which needs Electric 
Shock Therapy. This is what we call Crowding Out, as Locke and Bagehot knew, in the end-game the Government is the 
biggest bully on the block, when the chips are down Westminster out-guns EC1, its been a long game that battle for 
supremacy between The City and Parliament in the UK, the seesaw changing relative position many times over the 
centuries. Right now the Government is the only player in town, in the Capital Markets, as elsewhere.

• The phenomenon becomes define-able as full blown Crowding Out, when the private sector mouse can only sniff a 
morsel of the cheese. Crowding Out is a phenomenon of stocks not flows, no dynamic inference engine will tell you 
more clearly than the current numbers that the problem is in place. The banks couldn’t re-commence RMBS issuance 
even if 1) they wanted to and 2) there was an operational legal, regulatory and supervisory framework in place [which 
currently there is not] right now. The government is knocking back as much of the cash elixir as the private economy 
can throw off right now. The relative-statics tell you that, we don’t need dynamic confirmation.

• PANIC DELAYED MORE WORRYING THINGS TO THINK ABOUT
• The UK serious news programmes are chucking phrases such as “since the second world war” around, they are right, 

looking at Gilt issuance in the near term, it is analogous to standing beneath a pile of euros as high as the Eifel Tower 
& considering your job is to find people to give it to, for a while. Last Christmas we at asymptotix said the following, we 
thought rather gently, with some finesse; “Crowding Out may take off like a rocket? Having not been seen since the 
1970s! With Central Governments issuing sovereign bonds there is less demand for net financial assets to be 
packaged.” Simple as that, The then Chief Economist and ‘acting-CRO’ (he didn’t know then that he was already 
‘erstwhile’) at the client told us ‘we did not know what we were talking about’ & argued theoretically against even the 
existence of Crowding Out in this lengthy de-constructive piece below.

• RIGHT IN FRONT OF OUR NOSE AND BIGGER THAN THE DUTCH HOUSE
• Crowding Out is happening in reality right now, before our very eyes, irrespective of what the Keynesian theory says. 

Maybe that’s one less ersatz chief economist & acting-cro around, who is so stupid that he inevitably makes a mess of 
everything & that is no bad thing! I feel happy given the lag in the correspondence now that it is after Easter, in 
disclosing this debate, since it maybe of practical use and interest to others.
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EUROPEAN STABILITY BANK

PROPOSAL

• EUROPEAN DEVELOPMENT BANK CONCEPT
• What you need to do is simple, Take the European Bank levy funding, capitalise it in the 

balance sheet of a European Development Bank, add the SPV funding limit by acquiring 
the SPV and calling the institution the European Stabilisation Bank. Merge and integrate 
the functions and balance sheets of EBRD and EIB into the ESB. Bobs your uncle you have 
a European institution with global credibility for a limited cost of one trillion euros 
budget roof.

• EUROPEAN STABILISATION BANK

• •SCRUTINY AUTHORITY OVER ALL PAPER ISSUED IN EURO -INCLUDING SOVEREIGN

• •COMPLIANCE OVERSIGHT ON STANDARDS

• -(WITH TEETH - NO COMPLIANCE, NO ISSUANCE)

• •EFFECTIVE CONTROL OF THE SOVEREIGN / FEDERAL ISSUANCE ORDER BOOK IN EUROS. •

• •GIVE THESE CURRENT COMMISSION DUTIES SOME CREDIBILITY IE INTEGRATE INTO ESB

• -ALL CURRENT DUTIES OF ECFIN (COMMISSIONER)
• ECFIN ARE EQUALLY TO BLAME FOR MASSAGED GREEK DATA AS ATHENS IS; MOVING THOSE 

COMPUTERS TO AN INSTITUTION LIKE THE ESB WOULD GIVE ECFIN PERSONNEL SOME SKIN IN THE 
GAME SOME DUTY SOME RESPONSIBILITY

• -ALL BASEL, SOLVENCY AND EXCHANGE DUTIES OF THE EC -ALL THAT REGULATION MANAGEMENT 
WHICH LAMAFUSSY OVERCOMPLICATES

• -LET THE ESB HANDLE EURO MINISTERIAL ECONOMICS -GIVE IT THE BUDGETS TO DO SO
• - •ESB BECOMES THE QUASI-TREASURY OF THE EU, IT IS THUS THE DEBT MANAGEMENT OFFICE 

FOR EUROPE A ROLE WHICH THE EUROPEAN CENTRAL BANK IS COMING PERILOUSLY CLOSE TO AND 
SHOULD NOT BE PUSHED ANY FURTHER TO PLAY.

• •OBJECTIVE: A BIZ FOR THE EURO -BIZ IS INSIDERS CODE FOR THE BANK FOR INTERNATIONAL 
SETTLEMENTS IN BASEL

• •THE FEDERAL RESERVE OF THE EURO •
• •DUTIES TO BE THE SOLE "ISSUING HOUSE" FOR EUROPEAN SOVEREIGN, "FEDERAL"; 

GOVERNMENT UNDERWRITTEN (INCLUDING "COVERED") PAPER,
• •DUTY OF CARE & ATTENTION TO EXISTING MARKETS AND MARKET INFRUSTRUCTURE GIVEN THAT 

THE ESB WILL OVERNIGHT BECOME SUCH A SIGNIFICANT AND ATHORITATIVE PLAYER.
• •Only Such An Institution Can Overnight Consolidate The Pathetically Fragmented 

European Central Authority Banking Strategy.
• An Institution Like The ESB Would Overnight Provide That Massive Liquidity Injection Simply 

By Funneling Velocity, Changing Expectations,

• The Liquidity Leakage Which Crowded Out Capital Markets Cant Seem To Produce Right Now.
• •ESB Has Absolute Bang The Table Authority In Transparency Disputes In Europe It Has 

Direct Channel To European Courts To Kill The Debates If Necessary, It Has Objectives 
To

• 1) Re-Design The Ratings Process Acceptable In Europe For European Paper And
• 2) Develop Intra-Institutional Exchanges For That Now Acceptably Rated Paper To 

Standards All Ready Specified In Europe.
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SELF FINANCING

• ALTHOUGH AN EXECUTIVE 

AGENCY OF SOME CENTRAL 

AUTHORITY

• BUILDING AN ENTITY ON THIS 

MODEL SPECIFIED HERE WOULD 

MAKE IT INSTANTANEOUSLY SELF 

FINANCING IF WELL MANAGED  + IN 

GOOD HANDS

• IT WOULD HAVE A TRILLION EURO 

KAPITAL AND A TRILLION EURO 

TURNOVER IN YEAR ONE

• SELF FINANCING
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E c b

• IT TAKES A BIT OF FINESSE IN TIMES OF 
STRESS TO OPERATE A SYSTEM WHICH IS A 
3 LEGGED STOOL WITH ONLY TWO LEGS

• ALL THE INSTITUTIONAL MODELS WHICH 
THE CION WHIRLYGIGS LEARNEAD AT 
INSEAD WERE PREDICATED ON A 3-COG 
MONETARY POLICY ENGINE; EXECUTIVE, 
CENTRAL BANK AND TREASURY

• IN EUROPE DO WE FUNCTION ON A SCALE SO 
MASSIVE THAT AS IDIOTS WE CAN BELIEVE 
WE CAN OPERATE WITHOUT A TREASURY OR 
A DMO?

• IT’S A 3-COG ENGINE, 
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ASYMPTOTIX

• PETER  LINDMARK 

• J A MORRISON


