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Vice-President Dombrovskis address 

Joint Committee on Finance, Public Expenditure & Reform 

Oireachtas, Dublin, 1 February 2018 

 

 

Dear Mr Chairman [John McGuinness] 

Distinguished members of the Seanad and the Dáil, 

 

Thank you for welcoming me to Dublin. 

It is a pleasure to come to the Irish Parliament to discuss the European Semester 

and economic issues in Ireland and in Europe as a whole.  

Over the coming months, we will move on to the next phase of the European 

Semester and push for progress in some key files on completing our Economic and 

Monetary Union. National parliaments play a crucial role in this regard. 

 

1. European Semester 

Since 2014, Ireland's recovery has been fast-paced and broad-based. Growth is 

projected to remain solid in the short term, though the pace is expected to moderate 

slightly. Unemployment has fallen steadily, down to 6.1% in November last year. 

Investments in infrastructure and housing are on the right track, the performance of 

the banking sector has returned to normal, and economic confidence is high.   

Ireland has made some progress in addressing the most urgent reform areas. Public 

debt is projected to fall in both 2017 and 2018, making sufficient progress towards 

compliance with the debt reduction benchmark. The Commission expects Ireland to 

achieve its medium-term objective of a structural deficit of 0.5% of GDP in 2018.  
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Limited progress has been taken to broaden the tax base.  

Some progress was also made in enhancing the quality of expenditure, for instance 

through a new spending review process and investment in social infrastructure. On 

the social side, new activation policies have been proposed. However, access to 

quality childcare and labour market participation of particular groups, many requiring 

upskilling support, remain a challenge.  

In terms of the process, last November, the Commission adopted its Annual Growth 

Survey  that have reconfirmed the virtuous triangle of investment, structural reforms 

and responsible fiscal policies, with a focus firmly on social fairness and more 

inclusive growth. We are currently finalising the Country Reports [publication 

foreseen on 7 March]. In May, we will issue the Country-Specific Recommendations. 

 

2. Brexit 

The decision of the UK to leave the European Union is a potential source of 

economic complexity and uncertainty, especially in Ireland. 

Let me assure you that the Commission will stand by Ireland throughout the process, 

and overcome any potential stumbling blocks one by one. 

We will also make sure it does not in any way harm our economic stability, and we 

believe it will make the EU stronger.  

For instance, it has already generated additional momentum on integrating the 

Capital Markets Union. In March, we will put forward a whole package of new 

initiatives. We will also present an ambitious Action Plan for Europe to affirm its 

leadership in sustainable finance, and our first ever EU Action Plan for the Fintech 

sector. 

 

The Irish government is strongly supportive of our efforts in these areas. Yesterday I 

addressed the European Financial Forum, where I outlined some of the initiatives we 

have in mind and will be presented soon. 
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3. EMU Deepening / Focus on Banking Union 

A strong and effective Economic and Monetary Union (EMU) is another key element 

of future stability and prosperity.  

The European Council of June will be an important moment on completing EMU. 

Ireland is a vocal and vital partner. 

Completing the Banking Union is the first immediate priority, together achieving a true 

Capital Markets Union increases risk-sharing through private channels. We can make 

headway with some of the proposals already on the table, for instance on a 

European Deposit Insurance Scheme. Last October, we have put forward ideas to try 

and unblock the discussion by introducing EDIS in a more gradual manner. 

But EMU deepening should be seen in a comprehensive way, with a view to both 

private and public mechanisms, tackling risk-reduction and risk-sharing in parallel, 

strengthening our tools to prevent crisis situations as well as those to deal with a 

crisis when it does happen. 

We have outlined proposals on the key issues late last year. In short, we need to see 

how we can best support reform efforts at national level, strengthening both financial 

support and incentives for structural reform. We propose to build on the success of 

the European Stability Mechanism by turning it into a European Monetary Fund, 

which could also provide a common backstop for the Single Resolution Fund. And we 

need to reinforce our toolbox to deal with an asymmetric shock if it happens anyway. 

We are looking in particular at options for a European Investment Protection Scheme 

and ways to allow temporary increases in co-financing or pre-financing of European 

Structural and Investment Funds. 

I would be interested to hear your views.  

 

4. NPLs 

Another key work strand in the months to come is our continued emphasis on Non-

Performing Loans. 
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It is obviously a point of focus for Ireland. The resilience of the Irish banking sector 

has improved significantly, not only through better economic circumstances but 

through consistent reforms. Banks have substantially increased their capital 

cushions, re-oriented their business models to focus on their core business, and 

restructured a sizeable portion of their distressed loan portfolios. Although Irish banks 

remain susceptible to external spillovers, notably the feared fallout from Brexit, but 

the financial sector is on course regardless. 

There is still work to do, as weak asset quality in the banking sector remains a risk. 

The ration of NPLs stands at 11.6% for mid-2017, which is high, compared with 

historic levels and with other EU countries. Moreover the pace of NPLs reduction has 

been slowing down. 

For the EU as a whole, last month's Progress Report on Non-Performing Loans 

showed that, over the last three years, the share of non-performing loans has been 

reduced by one third. This corresponds to around €300 billion. Even laggard 

countries are now catching up. But progress in different countries is uneven, and the 

NPL ratio still stands at 4.6%. 

From the Commission's side, we will continue to prioritise work on NPLs. In March, 

we will present a package focusing on: 

 requiring banks to put sufficient means aside to cover losses if new loans 

become non-performing, 

 tackling delays in debt recovery, 

 opening up secondary markets, 

 and clarifying, with a blueprint, how countries can set up national asset 

management companies if they so wish.  

 

* * * 
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Honourable members, 

 

This country speaks with authority and experience on all of these issues. 

Close cooperation with national parliaments is key for us to make progress. 

I highly value your input, and look forward to work with you. 

Thank you. 

[1.079 words] 


