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Honourable Members, next week's European Council comes at a critical time for the Union.  We face very significant challenges as a result of unprecedented stresses on our financial systems and our economies.

This issue, together with energy and climate change, will be the focus of next week's meeting. 

As this Parliament knows, a wide range of measures have been taken by the Union and the Member States in the face of the financial crisis.  We have avoided a meltdown of the financial system. 

Our top priority now is the restoration of credit flows to the economy. We have to deal in particular with the "impaired assets" held by banks, since these discourage them from resuming lending. At their meeting on 1 March Heads of State or Government agreed that we should do this in a coordinated manner, in line with the guidelines provided by the Commission.

We also need to do more to improve the regulation and supervision of financial institutions. This is a clear lesson from the crisis. Cross-border banks hold up to 80% of Europe's banking assets. Two-thirds of European banks' assets are held in only 44 multinational groups. Strengthening supervision is therefore important in itself. It will help prevent future crises. But it will also send a message of confidence to consumers and markets. 

Important work is underway in that respect. The Presidency is fully committed to working closely with the European Parliament with a view to the rapid adoption of the Solvency II Directive (on insurances), the revised Credit Requirements Directive (on banks) and of the UCITS Directive (on undertakings for collective investment in transferable securities). We are also working to get rapid adoption of the regulations on the protection of bank deposits and on credit rating agencies.

But we probably need to go further. The High Level Group chaired by M. de Larosière has produced interesting ideas. And the Commission's communication of 4 March also paves the way for significant reform. The European Council must send a clear message that this is a priority, and that decisions need to be taken as early as June.

As you are well aware, Member States' budget deficits are growing fast. Of course deficits inevitably swell in times of economic recession. Automatic stabilisers can to some extent play a positive role. The Stability and Growth Pact was revised in 2005 precisely for that reason, to allow for sufficient flexibility in difficult times.  But this flexibility needs to be used judiciously, taking into account different starting points. Restoring confidence also requires governments to give a clear commitment to sound public finances, fully respecting the Stability and Growth Pact. Some Member States have already made efforts towards consolidation. Most will do so from 2010. This will also be an important message from next week's meeting.
The financial crisis is now affecting the real economy. Member States have launched significant recovery programmes, which are now well underway. The overall stimulus this offers represents 3.3% of the EU's GDP. Of course, Member States' responses are different.  They face different situations, and have different margins for manoeuvre. But they are coordinated, and are based on common principles defined in the European Recovery Programme agreed last December.  This is important if we are to ensure synergies and avoid negative spill-over effects. 

Specific and targeted actions have been elaborated on in a synergic way between the Commission and the Member States/Presidency. That enabled us to both keep the level playing field and at the same time face in a concerted and efficient manner the aggravations in some of Europe’s key industrial sectors such as the automotive industry. 
The European Council will assess the state of implementation of the Programme. Here too, the Commission's communication of 4 March sets out a number of important principles which should guide the action of Member States. They include the need to maintain openness within the internal market, ensuring non-discrimination, and working towards long term policy goals such as facilitating structural change, enhancing competitiveness and building a low carbon economy. 

As far as the Community part of the Recovery Programme is concerned, the Presidency is working very hard to reach an agreement at the European Council on the Commission's proposal to finance energy and rural development projects. As you know, there have been discussions within the Council over the precise list of projects to be supported by the Community, and how they should be funded. 

Given the important role of the Parliament, as one of the branches of the budgetary authority and as co-legislator, in this matter, the Presidency is committed to close cooperation with you over the coming weeks, with a view to reaching an agreement as soon as possible. 

In addition to short-term measures, longer term efforts are needed if we are to ensure the competitiveness of our economies.  Structural reforms are more urgent than ever if we are to promote growth and jobs. The renewed Lisbon Strategy remains the right framework within which to promote sustainable economic growth, which will in turn lead to the creation of new jobs. 

At the moment our citizens are particularly worried by the effects of the economic situation on the levels of unemployment. Next week's European Council should agree on concrete orientations on how the EU can contribute to mitigating the social impact of the crisis.  This issue will also be the focus of the special summit which will take place in May.
Let me be clear on one point: we will not protect jobs by creating barriers to foreign competition.  At their meeting ten days ago, Heads of State and Government were clear that we have to make the maximum possible use of the Single Market as the engine for recovery. Protectionism is clearly not the right answer to face the crisis - quite the opposite. More than ever, our companies need open markets, both internally, within the Union, but also at the global level.

Which leads me to the G20 Summit. The European Council will establish the Union's position in advance of the G20 Summit. We want this Summit to be ambitious. We cannot afford it to fail.  
Leaders will be looking at prospects for growth and employment, at reform of the global financial system and of the international financial institutions. They will also be looking at the particular challenges facing developing countries.  The EU is active in all these areas, and should be in a strong position to ensure that the international community takes the right decisions.
The other major item on the agenda of next week's European Council will be energy security.  The recent energy crisis demonstrated all too clearly the extent to which we need to increase our ability to resist future supply problems.
The Commission has provided some very useful elements in its Second Strategic Energy Review. On the basis of this review, the Presidency intends that the European Council agree on a set of concrete orientations aimed at enhancing the Union's energy security in the short, medium and longer term. 

In the short term, this means having available concrete measures which can be called upon if we are suddenly faced with a new disruption of gas supplies. It also means taking urgent steps to launch infrastructure projects to enhance energy interconnections - this is essential.

In the medium term, it means adapting our legislation on oil and gas stocks to ensure that Member States act with responsibility and solidarity. It means taking adequate measures to improve energy efficiency. 

In the long term, it means diversifying our sources, suppliers and routes of supply. We have to work with our international partners to promote the Union's energy interests. We must create a fully fledged internal market for electricity and gas. As you know, this is legislation which the Presidency very much hopes can be completed before the European elections.

Next week's meeting will also discuss the preparations for the Copenhagen Conference on climate change. We remain committed to a global and comprehensive agreement in Copenhagen next December. The Commission's January communication is a very helpful basis. It is very clear that climate change is a challenge which can only be tackled through a concerted global effort. 

Finally, the European Council will launch the Eastern Partnership. This important initiative will help promote stability and prosperity on the whole continent.  It will also contribute to accelerating reform, and to deepening our commitment to work together with those countries. 

The Partnership includes a bilateral dimension which is adapted to each partner country.  It foresees the negotiation of Association Agreements, which might include deep and comprehensive free trade areas.

The multilateral track will provide a framework in which common challenges can be addressed. There will be four policy platforms : democracy, good governance and stability, economic integration , energy security; and contacts between people.

Honourable Members, you will appreciate from this presentation that next week's European Council has many substantial issues to address.  We are facing many serious challenges, not least the current economic crisis.  The Czech Presidency, through the leadership of Prime Minister Topolanek, intends to ensure that the meeting next week demonstrates, through practical action, that the European Union remains committed to its ideals - that it faces these challenges together, and in a spirit of responsibility and of solidarity.

