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Short term vs long term

Government investment
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Note: EIB Investment Report (2023, forthcoming) - response function of investment to consolidations



Public investment - is this time different?

Government investment over GDP following crisis — current EU Gross public debt and changes in the fiscal framework
shocks vs 26 OECD countries downturns since 1970
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Spread dynamics signal market broad confidence on the institutional

framework

Spreads over Bund

Spreads on sovereign bonds have widened less than expected, 3
considering the slowdown in the economy and the increase in policy 25
interest rates 2
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Corporate cost of borrowing has not diverged as happened at the
start of the sovereign crisis

e=|taly = e===Portugal e===Spain  e=—=France == Greece

" Vv v Vv v v Vv Vv > > ¢ ¢ > ¢
A N A N i A S A 1 ZENA oA S A S 4
NN NNy 9% RV 9’\« 9’5 ‘0’0(9 Q NG

N S o B N N A R A S A AN A

; Spreads over Bund Cost of borrowing for NFC

4 e |{gly e France

-1 e GErMany eSpain e fFrance == |taly
S N R A R G N N RO I g 0
I G A SRS S AR N I M R S FEL eSS NP
@ (_)Q/Q ?Q %0 N N v\) @'b O‘-‘ @’b Q?/ N @ (_)Q/Q



The importance of EU public goods

This time is different:

- EIB
- SURE
- RRF:
- Cross-border spillovers
- Implementation more difficult in certain
areas (easier in R&D, more challenging for
infrastructure and green)

- Areflection on EU vs national firepower
- Potential needs associated to climate,
defense, Ukraine
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Comparing resources coming from RRF grants and
the projected improvements in structural primary
surplus

Share of expenditures that are financed through RRF grants

2022 2023 2024 2025 2026
EU 0.41 0.44 0.31 0.25 0.17
MNWW 0.22 0.14 0.12 0.06 0.00
SE 1.08 1.14 0.54 0.51 0.49
CEESE 0.10 0.66 0.86 0.82 0.45

Change in structural primary balance

2023 2024 2025 2026
EU 0.0 1.0 0.5 0.4
NW -0.8 1.1 0.6 0.3
SE 1.7 0.9 0.3 0.5
CEESE 0.6 0.8 0.1 0.1

Source: Authors’ calculations based on Member States’ Stability and
Convergence Programs. Note: introduced in the EU fiscal framework.



Banking and Capital Market Union — market fragmentation

Assets held by euro area banks

(% lhs, total euro trn rhs)
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Innovation finance more challenged at times of tightening — Scale up

Finance an area to develop

EU has Significantly fewer Scale_ups VC invest. in Companies in the EU - (Cum UusD bln)
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