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Issue would be easiest, fastest and least costly way to
establish fund needed to rebuild more than just
members’ economies

A MEPt wears mask in an almost empty European parliament in Brussels last week.
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The European commission president, Ursula von der Leyen, has announced that Europe will
need about €1tn (£873bn) to ﬁght the Covid-19 pandemic. This money could be used to
establish a European recovery fund. But where will the money come from?
I propose that the European Union should raise the money needed for the fund by selling
“perpetual bonds”, on which the principal does not have to be repaid (although they can be
repurchased or redeemed at the issuer’s discretion). Authorising this issue should be the
ﬁrst priority for the European council summit on 23 April.
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It would, of course, be unprecedented for the EU to issue perpetual bonds, especially in such
a large amount. But other governments have relied on perpetual bonds in the past. The bestknown example is Britain, which used consolidated bonds (Consols) to ﬁnance the
Napoleonic wars and war bonds to ﬁnance the ﬁrst world war. These bond issues were
traded in London until 2015, when both were redeemed. In the 1870s, the US Congress
authorised the treasury to issue Consols to consolidate already existing bonds, and they
were issued in subsequent years.
The EU is facing a once-in-a-lifetime war against a virus that is threatening not only people’s
lives, but also the very survival of the union. If member states start protecting their national
borders against even their fellow EU members, this would destroy the principle of solidarity
on which the union is built.
Instead, Europe needs to resort to extraordinary measures to deal with an extraordinary
situation that is hitting all of the EU’s members. This can be done without fear of setting a
precedent that could justify issuing common EU debt once normalcy has been restored.
Issuing bonds that carried the full faith and credit of the EU would provide a political
endorsement of what the European Central Bank has already done: removed practically all
the restrictions on its bond purchasing programme.
Perpetual bonds have three additional advantages that make them appropriate for these
circumstances.
For starters, because perpetual bonds never have to be repaid, they would impose a
surprisingly light ﬁscal burden on the EU, despite the considerable ﬁnancial ﬁrepower they
would mobilise. The EU, moreover, would not have to reﬁnance them when they came due,
make amortisation payments, or even set aside money (for example, in a sinking fund) for
their eventual repayment.
The EU would be obligated only to make regular interest payments on them. A €1tn
perpetual bond with a 0.5% coupon would cost the EU budget a mere €5bn a year. This is
less than 3% of the EU’s 2020 budget.
The second advantage is more technical but almost as important. The market may not be
able to absorb a €1tn issue all at once. By issuing a perpetual bond, the EU could raise this
amount in instalments, without creating a new bond each time.
The third advantage is that an EU-issued perpetual bond would be a very attractive asset for
the ECB’s bond-purchase programmes. Since the maturity of a perpetual bond is always the
same, the ECB would not be required to rebalance its portfolio.
The EU does not need to create any new mechanism or structure to issue the bonds, because
the EU has issued bonds in the past. The proceeds should be used for investments and
grants related to ﬁghting the pandemic. The European commission would disperse the
funds either directly or through the member states and other institutions (such as municipal
governments) that are directly involved in ﬁghting the Covid-19 pandemic.
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The disruption caused by the pandemic should be temporary, but only if Europe’s leaders
take the extraordinary measures needed to avoid long-term damage to the EU. That is why
the EU recovery fund is so desperately needed. Financing it with perpetual bonds is the
easiest, fastest, and least costly way to establish it.
George Soros is the founder and chair of the Open Society Foundations, and is also the
author, most recently, of In Defense of Open Society (Public Aﬀairs, 2019).
•

© Project Syndicate

You've read 5 articles ...

... in the last six months, so we hope you will consider supporting our independent
journalism today. More people, like you, are reading and supporting the Guardian’s
independent, investigative journalism than ever before. Unlike many news organisations,
we made the choice to keep our reporting open for all, regardless of where they live or what
they can aﬀord to pay.
The Guardian will engage with the most critical issues of our time – from the escalating
climate catastrophe to widespread inequality to the inﬂuence of big tech on our lives. At a
time when factual information is a necessity, we believe that each of us, around the world,
deserves access to accurate reporting with integrity at its heart.
Our editorial independence means we set our own agenda and voice our own opinions.
Guardian journalism is free from commercial and political bias and not inﬂuenced by
billionaire owners or shareholders. This means we can give a voice to those less heard,
explore where others turn away, and rigorously challenge those in power.
With your support we can keep delivering quality journalism that’s open and independent.
Every reader contribution, however big or small, is so valuable. Support the Guardian from
as little as £1 – and it only takes a minute. Thank you.
Support the Guardian

https://www.theguardian.com/business/2020/apr/21/eu-should-use-perpetual-bonds-to-finance-covid-19-recovery-fund

Page 3 sur 5

