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EU’s economy starts to climb out of doldrums
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The global financial market has been threatened
by EU member states’ sovereign debt problems and
the instability in their financial sector. Yet, market
observers’ worries that the EU will face another
major financial crisis in July were somewhat
overstated. EU member countries have started
implementing austerity measures to rebalance their
public finances and positive macroeconomic signs
from leading countries in the EU have helped restore
some confidence in the market.

There appears to be three key components which
played an important role in reviving the EU’s financial
market in such a short period of time. First of all, it
seems that many have been underestimating the
EU’s economic potential and its ability to recover
from the financial crisis. EU’s political leadership was
slow to act to calm the market during the sovereign
debt crisis in Southern European countries. This was
mainly because they did not have enough time since
the Treaty of Lisbon entered into force on December
1, 2009, to actually start implementing measures to
organise their economic system and fractious policy
processes. EU leaders were rather indecisive in
bailing out vulnerable countries at the beginning, but
they have started cooperating much better more
recently. They have agreed to take urgent actions to
cut their budget deficits.

Secondly, the weak euro helped boost exports
from the EU. As the sovereign debt crisis started to
spread across the EU, the euro experienced a
prolonged period of depreciation between December,
2009 and May, 2010. The rapid decline of the euro
helped restore eurozone countries’ export

competitiveness.

Thirdly, the market confidence in the EU’s
banking sector has started to revive. Analysts had
been very sceptical as the European bank exposure
to PIGS’ sovereign debt appeared to be very high.
Even the € 750 billion European Financial Stability
Fund was unable to thaw the interbank lending and
financial market jitters continued. The publication of
results for stress tests on European banks showed
that only 7 banks out of 91 failed. Many analysts
criticised that the tests were too soft, but the results
largely did the trick as they were regarded as fairly
transparent and showed that most banks hold
enough Tier 1 capital to withstand the main sovereign
risks and economic downturn. Mixed market
reactions to EU’s stress test results were followed by
major European banks announcing their second
quarter profits which were better than market's
expectations.

When will the economic and financial crisis end in
the EU? The global economy remains fragile for now
as the bad news from the US economy and China are
offsetting more upbeat signals from the EU. The EU
economy is closely integrated to the world economy
and many European countries depend heavily on
overseas demand. EU member states with heavy
government debts must continue with their
unpopular cost-cutting reforms and they should
cooperate to fix their large economic imbalances.
The EU now has an opportunity to resolve many of its
economic problems. It is much too early to claim
victory as there still exists the possibility of another
downturn in the EU’s economy. Another crisis in the
EU will ruin its chance to retain its status as a global

economic and political leader. #
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Safeguard clause in EU-Korea Free Trade Agreement

The European Union — Korea Free Trade Agreement is expected to come into effect by the end of this year at the earliest.
The European Parliament International Trade Committee has recently given its approval to draft legislation implementing a
safeguard clause in the agreement. The objective of this clause is to provide the Parliament and any industries affected by
increased imports the right to initiate investigations into the need for emergency measures. The Parliament does not have the
authority to alter the contents of the FTA, yet the Parliament has codecision power when defining implementing policies in
the field of the common commercial policy, such as the safeguard clause. The European Commission submitted a proposal
for a regulation of the European Parliament and of the Council on 9t February and the International Trade Committee’s
report was adopted on 23d June.
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Reconfiguration of EU banking scene after financial crisis

The volume of international cross-border bank lending is dominated by EU banks and their commercial bank assets are

almost four times larger than the US’. Due to its size, the impact of the financial crisis has been significant in Europe’s

banking sector with European banks accounting for over half of total estimated bank writedowns and loan provisions

between 2008 and 2010. There are clear winners and losers coming out of this crisis. The number of European banks in the
top 30 world banks based on market capitalization has declined from 16 in 2006 to 10 in 2010, while the number of Chinese
banks has increased from O to 5. The EU’s bank industry is expected to face further some problems. EU banks will
experience some liquidity problems as $3.4 trillion of EU’s bank debt is due to mature between 2010 and 2012. There are
additional uncertainties such as EU governments adopting new regulations to fix the “too-big-to-fail” problem and

withdrawing their support from the financial market as they try to repair their public finances.
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Enhancing cooperation on animal welfare issues through EU-KOREA FTA

The European Union has adopted various measures aimed at ensuring animal welfare and protection and it plans to define its

regulations more clearly in a number of areas such as animal transportation, slaughter, experimentation and conservation.

The EU-Korea FTA negotiations have been completed and the agreement has been initialled on 15 October 2009. The =A@ A Qlgto] ZAka, Exo] Tl T ARE 9= Alo|ct
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Corporate Social Responsibility: The European approach

As the world becomes more globalised, the concept of corporate social responsibility is becoming an important strategy for

multinational corporations. The responsibility of companies to satisfy stakeholders, not just shareholders, has been

emphasised in many EU countries where the idea of stakeholder capitalism has been widely accepted. Companies which

follow the CSR integrated business model would embrace responsibility for the impact of their activities on all members of

stakeholders such as the environment, consumers, employees and communities. The European Union has been committed to

promoting CSR and the Commission has called on the European business to step up its commitment to CSR to achieve

sustainable development. Many EU member states have adopted policies and regulations supporting the practice of CSR. We

can look at one of the largest German corporations, Siemens, to see how major EU corporations are changing their business

models to satisfy stakeholders and take actions to protect their societies and environment.
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Economic reform policies are keys to sustainable economic growth in EU
countries

The European Policy Centre assesses EU member states' economic sustainability in its European Economic Sustainability
Report, published in June, 2010. The EPC has developed an index that enables us to assess the short-, medium-, and long-
term economic sustainability of EU countries and their relative positions to each other. The report finds that those countries
suffering from sovereign debt problems turn out to be the worst performers. Spain, Portugal, Italy and Greece have the
lowest scores with Greece very close to being the worst performer across all six domains. It concludes that further structural
reforms are necessary if EU member states wish to avoid future crises. Through implementing effective reforms in their
labour market, pension system and the delivery of public services, they will be able to improve their governance,
competitiveness and productivity.
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The 2nd EU Summer Intensive Programme: ‘Learn about the EU’ 2010 Brussels Tour

Yonsei-SERI EU Centre led a team of students on its
“Learn about the EU” 2010 Tour from the 29th of June to
the 1st of July. 23 Students and 3 members from the EU
Centre(Director Ko, Dr. Yang from SERI, and Dr Ku from
Yonsei University) went to Brussels and they had an
opportunity to visit the EU Commission, the EU
Parliament, and the Council of Ministers. They also
visited the University of Brussels during their intense
trip. EU Summer Intensive Programmes (“Learn about
the EU”) are designed to provide opportunities for
students, who wish to become global leaders in various
different fields, to visit EU’'s major institutions. This
programme aims to aid students in understanding the

EU and its relationship with Korea.
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S0 YIRIRH EU 71T (RERIBSINE, R0l
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Intensive Programme ‘Learn about the EU’) )
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The 15t EU Special Lecture

Yonsei-SERI EU Centre’s 15t EU Special Lecture,
arranged by the Asia-Europe Foundation, was held at
the International Conference room of Yonsei University
on the 21t of July. Dr. Luk Van Langenhove, a Director
of the Comparative Regional Integration Studies
Institute of the United Nations University (UNU-CRIS) in
Bruges and a Representative of the Rector at UNESCO
in Paris, gave a lecture on “The Regionalisation of the

World. What does it Mean for Asia?”

HAMI-SERI EUMIE{7} Z=Z|5t ASEF (Asia—Europe
Foundation)7t Ftsk= AM[153] EU 82T 0| &
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AKDirector, Comparative Regional Integration

Studies Institute of the United Nations
University (UNU-CRIS) Representative, UNU
Rector at UNESCO in Parig)7t 2EXIZ LN “The
Regionalisation of the World. What does it Mean
for Asia?"2t= FH|Z 2SS SIRACE
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The 8t EU Core Circle Society Seminar

On the 29t of July, Yonsei-SERI EU Centre held its 8%
Core Circle Society Seminar under the title “Stress-test
results and the future of Europe’s finance sector.” Dr.
Kim Deuk Kap, the director of the Global Studies
Department at SERI explained the results of the stress
test on European banks, which was published on the
23rd of July, and he gave a thorough overview on the
current health of the EU’s financial sector. The
presenter explained the reasons behind different
magnitudes and timing of the financial crisis in the US
and the EU by going through a list of different
characteristics of their finance industries. He also
showed that EU member countries’ sovereign debt
problems and the health of the EU’s banking sector are
closely intertwined. Participants discussed future
implications of the EU’s stress test on Korea's financial
market and also its long term impacts on Korea's

economy as a whole.
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