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"The introduction of the euro is not only an important decision for the European Union; it is an important turning point in
European history."
Helmut Kohl, former Chancellor of Germany, 2002

BUILDING EUROPEAN HISTORY

1945: The 2nd world war ended, leaving 50 mio. dead in Europe

9 May 1950: The idea of a new form of organisation of States in Europe was born, with the date now celebrated as the
"European day"

1951: As a way of ensuring lasting peace, an European Coal and Steel Community was established to control that no
single country started to prepare for war ever again

1957: The cooperation amongst the six founding countries was extended fostering trade through the creation of a
"common market for goods and services"

1987: The idea of a single market is born, not only for goods and services, but also for capital and people

1993: Through the Treaty of Maastricht, the "EU" is established, leading to the creation of a single European currency:
the euro

2002: The euro replaces 12 national currencies bringing the integration between European countries to a new level

THE LAUNCH OF THE EURO

European history was made when a common currency: the euro was introduced - an important unifying symbol for
a continent struck by wars in the past. The euro was first introduced on 1 January 1999 as "book money", used in
financial operations only. On 1 January 2002, physical euro banknotes and coins were issued. Within months, the old
national currencies were removed from circulation in the twelve countries that used the euro from the start.

Starting in 2007, five of the countries that joined the EU in 2004 and 2007 have "passed the test"

enabling them to also become a member of the euro area.

The key policies

— Economic policies remain largely the responsibility of the Member States,
but there is a need to coordinate these policies

A

— The European Central Bank (ECB) is in charge of the monetary policy in the euro area. Its primary 8
objective is to maintain price stability

— Fiscal policies concern the management of public revenues and expenditures

of the individual country. While a domestic issue, sound public finances are
important for the European Monetary Union (EMU) to function well. Member States
have therefore agreed to limit budget deficits and gross debts
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“The countries of the Eurozone, of course, must work even more closely together than the others: after all, they do not just
share a market, but also a currency."
Herman Van Rompuy, President of the European Council, January 2011

WHY A SINGLE CURRENCY ?

The purpose of the Economic and Monetary Union and the euro is to allow the European economy to function better,
thereby bringing more jobs and greater prosperity for Europeans. Its benefits include:

— Price transparency

— Elimination of currency exchange costs

— Facilitating international trade

— More integrated financial markets

— A stronger voice for the EU in the global economy

— A tangible sign of a European identity

Consumers and Business benefit from the euro / EMU alike

Consumers benefit because: Business benefits because:
— Stronger competition: consumers have a greater — Enhanced price transparency
choice with increased price transparency across 17 — Low interest rates reduce capital cost and foster
countries investment
— Prices are stable: inflation has remained around — Economic stability facilitates long—term planning
2% on average in the euro area since its introduction — Removing currency exchange costs stimulates trade
— Travelling is cheaper and easier — Lower risks encourage cross—border trade

CRITERIA OF ADMISSION TO THE EURO AREA

The euro area is gradually enlarged as EU countries meet certain conditions and replace their national currency with the
euro. The economic criteria, or "convergence criteria", focus on price stability, sound public finances,
durability of convergence and exchange-rate stability.

What is measured How it is measured Convergence criteria
Price stability Harmonised consumer Not more than 1.5 percentage
price inflation rate points above the rate of the three
best performing Member States
Sound public finances Government deficit as % of GDP | Reference value not more than 3%
Sustainable public finances | Government debt as % of GDP Reference value not more than 60%
Durability of convergence Long—-term interest rate Not more than 2 percentage points

above the rate of the three best
performing Member States in terms
of price stability

Exchange rate stability Deviation from a central rate Participation in ERM for two years
without severe tensions

The purpose of setting the criteria is to maintain price stability within the -
Eurozone even after the inclusion of new Member States. i : ;r-‘i

In addition to these criteria, Member States have to achieve the necessary f ‘ e
convergence of national laws and rules governing their national central banks. ‘
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"The Euro is your money, it is our money. It's our future. It is a piece of Europe in our hands."
Romano Prodi, Former President of the European Commission, 1 January 2002

9 FIRE T SR AE 2+ B 2 —
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Unity - with the notes all having the same design
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Did you know? 14 billion euro banknotes are currently in circulation.
All euro banknotes have the same design in all countries.

They represent the different architectural styles in Europe through the
ages — mostly displaying bridges and windows.

ZH: EMAFMEHEZRE
Diversity — with the coins having one unique
national side
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Did you know? 93 billion euro coins are currently in circulation.

Euro coins are not the same across Europe.

The common side to the euro and cent coins shows different

maps of the European Union.

The other side has a different design depending on the country

that issued it and usually depicts some aspect of the individual country's
history, art or nature.
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‘The challenges we are facing have made even clearer that a shared currency implies shared responsibility and demands
closer coordination of economic policies."
José Manuel Barroso, President of the European Commission, August 2011

THE EURO IN DAILY LIFE

A single currency for a single market

A single currency is a natural complement to the European Union's "internal market", allowing it to function more efficiently
and making it more conducive to growth. The euro

— Reduces the costs for travelling, whether for business, study or holidays

— Brings price transparency, contributing to stronger competition and low(er) prices

— Opens up huge opportunities for both capital suppliers and capital users

A Single Euro Payments Area (SEPA)
The SEPA makes all electronic payments across the euro area as easy as domestic payments. When shopping abroad, a
European citizen is able to use his bank—debit card to make a payment in euro, just like in his own country.

Reduced costs when travelling

Previously, an individual with 1,000 German Marks in his pocket who travelled through 15 Member States, changing
money in each one, would have less than 500 Marks left on returning home — without having made a single purchase.
Today, someone starting out with EUR 1,000 would return home with the same amount in his pocket.

Product comparison Car (BMW Series 3)

Consumers and businesses can easily compare prices for goods and services across the Germany | 34100€

euro area. France 33500€
Italy 33343€

Finland 48416 €
Austria 35893€

HAVING A SINGLE CURRENCY BOOSTS TRADE

The EU - open to the wider world
Of the major world economies, the EU is the most open to international trade. In addition,
the EU is the largest source of foreign direct investments (FDI) in the world.

A direct benefit of the euro is that, within the euro area, there is no need for businesses g _- et S
to work in different currencies. A company can buy and sell throughout this area, : X : :
paying and being paid in euro. SPosps (hihe Qe

The role of the euro as a trade 'invoicing' or 'settlement' currency has gradually
increased, to stand at more than 50% of the euro area's external trade.

The euro has also become very important for many other countries, in
particular for the other EU (non—euro-area) countries as well as neighbouring
countries, with around 60% of their trade being invoiced in euro.

A foreign company exporting to the EU needs only one entry point. Exporting
goods to Germany is the same as exporting to the whole EU. This means

reduced costs for the exporter, with the same import procedures everywhere and
efficient one—stop access to the largest trading bloc in the world — a development
that is helped by the growth of e—~commerce over the internet.
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“The current turmoil is not just affecting Europe, but has a global dimension and global repercussions. That's why the solution
has to be global as well."
Olli Rehn, Commissioner for Economic and Monetary Affairs, August 2011

THE EURO: FROM A EUROPEAN TO A GLOBAL CURRENCY

The euro: An international currency
1. The euro is a world currency
— The euro is the second most widely held international reserve currency after the US dollar. It is also one of the four currencies used by the IMF for the
so—called SDR (or special drawing rights)
— The value of euro banknotes and coins in circulation has overtaken the value of the US dollar in August 2008
— The euro has even overtaken the US dollar in the international bond market
2. The use of euro in international trade is expanding
— The single currency makes Europe a strong partner to trade with. It facilitates access to European markets for foreign companies, which also benefit
from lower costs of doing business in Europe
3. The euro plays a role as an anchor or reference currency
— Outside the eurozone, a total of 23 countries and territories that do not belong to the EU have currencies that are directly pegged to the euro
4. The euro gives Europe a stronger, and alternative voice on the world stage
— Global cooperation has been strengthened in recent years, as withessed by the determined and concerted policy action taken by G20 countries to
combat the crisis. Backed by the second largest currency in the world, the euro area provides for an alternative voice on the global stage

The EU takes bold action to address the financial crisis

While the global financial crisis left no EU country unaffected, it has exposed particular challenges in some of the smaller ones in the euro area. Joint EU /
IMF programmes have been established for Greece, Ireland and Portugal to allow them to put their house in order: i.e. to bring back public finances on a
sustainable track, to complete financial repair of banks, as well as to support their growth and competitiveness. Implementation of these programmes is

key to restoring confidence in the financial markets. A number of important measures have also been taken at the EU / euro-area level to safeguard financial
stability and resolve the debt crisis. Notably, a crisis—resolution mechanism has been created with an effective lending capacity of EUR 500 billion.
Governance has also been strengthened in many areas with reforms of financial regulations, a new architecture of financial supervision, a marked
strengthening of fiscal surveillance as well as a broadening to macro—economic surveillance. These polices are expected to reinforce fiscal discipline,
increase convergence and enhance competitiveness — all contributing to a better functioning of the economic and monetary union in the future.

Governor Zhou said: " [We] welcome the agreements reached by the leaders of euro area and EU institutions at the summit of July 21, 2011. China will
maintain its confidence in the euro area and the euro and continue to play a positive role in maintaining the stability of the international financial market."

THE EURO AND CHINA

Why is the euro important for the Chinese?

For consumers - it is both easier and cheaper to travel in Europe by not having to exchange one currency for another
For companies, the euro facilitates trade by lowering costs and reducing exchange-rate risks. The use of ‘one single
entry point' into the EU and having the same import procedure everywhere reduces red tape for the Chinese exporters.

3
~.

Europe: the prime destination for China's trade and outbound

investments

— The European Union and China are two of the biggest traders in the world

— China is the EU's 2nd trading partner behind the USA and the biggest source of imports

— The EU is China's largest trading partner b O G

— The EU's open market has been a large contributor to China's export—led growth over the past : .
decade. The EU has, in turn, benefited from the brisk growth of the Chinese market

China is giving a valuable support to the euro area by investing in euro—denominated financial assets.
At the same time, this helps China to diversify its reserves, reducing the risks related to the marked
dominance played by US—dollar denominated assets.
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SPONSORED BY: DELEGATION OF THE EUROPEAN UNION TO CHINA
RHERE-ZFSEMEFLF
EUROPEAN COMMISSION - DIRECTORATE GENERAL FOR ECONOMIC AND FINANCIAL AFFAIRS

HEZEEIRNK:

For more information:
http://ec.europa.eu/economy_finance/index_en.htm
WwWW.ecb.europa.eu

WWww.eu—in—china.com

B RERMN AR
Follow our microblogs:
t.gg.com/EU-in-China
weibo.com/euinchina





