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October 2008  #28
This edition of the newsletter will deal with the following subjects:
1. The Financial Crisis

2. Energy

3. The Lead Market Initiative on Sustainable Construction
4. European Union Sustainable Energy Week
1. 
The Financial Crisis

The financial crisis which started with the US sub-prime mortgage crisis increased its impact in Europe in September 2008, with a number of EU countries putting into effect emergency measures to protect their financial systems. 
On 14 October the President of the European Central Bank (ECB), Jean-Claude Trichet, made a speech about the financial turbulence at the Economic Club of New York. He described the sub-prime mortgage crisis as a "trigger" for market correction. That correction he described as being due to "significant underassessment and underpricing of risks in global finance". This led to the taking of high risks and use of "toxic, obscure and abnormally sophisticated financial instruments". He argued that these factors made global finance potentially unstable before the start of the current crisis, and confirmed that since 9 August 2007 the ECB has realised that it is facing a very serious situation.

Trichet stressed that the ECB is doing everything necessary to supply liquidity whilst keeping inflation under control. This includes an international plan of action, signed in Washington three days earlier by the ECB and the Ministers of the G7 (United States, Canada, United Kingdom, France, Germany, Italy and Japan). The action plan aims to ensure liquidity, facilitate the funding of banks, provide additional capital resources to financial institutions, recapitalise banks, ensure appropriate implementation of accounting rules and enhance cooperation among European countries. 

On 15 October, the first day of the European Summit in Brussels (meeting of the European Council 15 and 16 October), guidelines intended to bail out banks in Europe were approved by the 27 EU Member States. It was also agreed to strengthen cross-border supervision of banks. This followed a week in which European stocks fell by more than 20%. As of 13 October, European governments had pledged approximately €2 trillion to support the financial system by way of cash injections to banks, bank deposit guarantees, interbank loan coverage and full or partial nationalisations of banks in different countries.
The European Commission also put forward a review of EU accounting rules and proposed raising the level of guarantee schemes for bank deposits to 100,000 euros within a year.

One of the conclusions of the European Summit was that a financial crisis cell will be set up, for a quicker response with a warning, information-exchange and evaluation mechanism. This will include the President of the European Commission, the President of the ECB, the President of the Eurogroup and the governments of the Member States. It may be activated at any time by a Member State in case of crisis. The European Council also called for greater accountability of all those involved in the financial system, particularly the banking sector. It called on the Member States to put these principles into practice, with decisions taken to be reported by the end of the year.

The proposal was put forward at the European Summit that a series of global summits take place to look at reforming the international financial system. This proposal was supported later by US President George W. Bush, French President Nicolas Sarkozy and European Commission President José Manuel Barroso. Suggestions for consideration at the summits include the stricter regulation and supervision of hedge funds, tax havens and cross-border financial institutions, a global "early warning" system and a review of the international monetary fund (IMF). The summits are expected to involve the leaders of the G8 countries (USA, Canada, U K, France, Germany, Italy, Japan and Russia) and also emerging economies such as China, India, Brazil and South Africa, Saudi Arabia, South Korea and Australia.
In the meantime the effects of the financial crisis and related credit crunch continue to be felt in the economies of the EU countries and their housing markets.

2. 
Energy

Energy was also on the agenda at the European Summit. The objective of an overall agreement on the "energy/climate change" issue was confirmed. It is intended that the European Council in December 2008 decide on how to apply that package in a cost-effective way to all of the European economy in all Member States. The intention is to aim at reducing the EU's greenhouse gas emissions by 20% in 2020 by the application of measures including:
- an improved emissions trading system (ETS);

- emission reduction targets for industries not covered by the ETS (e.g. buildings, transport waste);

- legally enforceable targets for increasing the share of renewables in the energy mix.

The decision was also taken to improve the security of energy supply by measures such as the implementation of the European Energy Efficiency Plan and the Strategic Energy Technology Plan and identification of different sources of energy.

As mentioned in CEPI.eu #27, the Energy Efficiency Package due to be presented in November is expected to include the revision of the Energy Performance of Buildings Directive.

3. 
The Lead Market Initiative (LMI) on Sustainable Construction 

The first meeting of the Steering Group took place on 30 September. The European Commission has now presented some initial conclusions following that meeting. They endorse the main objectives of the LMI which are:

- to help coordination of existing and/or new legislative and standardisation plans so as to ensure that they are working in a coherent manner and are not repeating work or producing conflicting elements;

- to look at ways in public procurement to support the market for innovative solutions;

- to mobilise efforts at national and regional levels and provide guidance or comparative analysis on different approaches to sustainable construction.

With regard to the Working Group on sustainable construction, the first meeting is due to take place in January of next year. This group is invited to give priority to the development of strategies for an integrated approach in renovation of residential buildings, including appropriate financing and fiscal instruments at EU and national/regional levels. This might contribute to the planned Communication of the Commission on "Financing a Low Carbon Economy" in spring 2009.

The British government published a report in June 2008, "Strategy for Sustainable Construction", which is being seen as a useful point of reference in the development of a European standard. The report is available at http://www.berr.gov.uk/files/file46535.pdf .

4. 
European Union Sustainable Energy Week

The annual EU Sustainable Energy Week will take place 9-13 February 2009 in Brussels. Details of the programme and registration are available at www.eusew.eu. 
