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Abstract
This paper explores the reasons for the suboptimal fiscal-monetary policy mix in the euro area in the
aftermath of the global financial crisis and ways in which the status quo can be improved. A comparison of
fiscal and monetary policies and of economic outcomes in the euro area and the United States suggests that
both fiscal and monetary policy in the euro area have been overly tight. Fiscal policy has been hampered by
the institutional framework which constrains individual states and lacks instruments to secure an appropriate
aggregate stance. ECB monetary policy has been hampered by the distributional effects of balance sheet
policies which needed to be adopted at the zero lower bound, and by discretionary decisions taken before
the crisis such as the reliance on credit rating agencies for determining collateral eligibility for monetary
operations. The compromising of the “safe asset” status of euro area sovereign debt during the crisis
complicated fiscal and monetary policy. Changes in the discretionary decisions governing the
implementation of monetary policy in the euro area can potentially reduce the distributional effects of policy
and improve the fiscal-policy mix and longer-term prospects for the euro area.
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The seminar will take place on Tuesday, September 26 from 16:30 until 18:00 in the Auditorium of the
National Bank of Belgium (Room A2), entrance: rue Montagne aux Herbes potagères 61, Brussels.

Please reply by email to nbbmacro.seminar@nbb.be if you wish to participate to this seminar or if you
want to have an appointment with the speaker. In case you want to access the NBB Parking (rue
Montagne aux Herbes potagères 41), please also provide us with your name and the license plate of your
car.

Kind regards,
R. Kollmann (ULB), F. De Graeve (KU Leuven), L. Pensieroso (UCL) and R. Wouters (NBB)

