
Implementation of the medium-term debt relief measures for Greece:
SMP and ANFA income equivalent amounts – methodology
This note outlines the main elements for the practical implementation of the June 2018 Eurogroup agreement on the transfers to Greece of the SMP and ANFA income equivalent amounts. It spells out in details the methodology discussed by members at the EWG of 30 August and serves as a background for the Instruction Letters to the ESM, governing the transfers from the member states to the intermediate account and from this account to Greece.
Background
On 21 February 2012, the Eurogroup (EG) agreed that governments of Member States where central banks hold Greek government bonds (“ANFA holdings”) in their investment portfolio have to pass on to Greece an amount equivalent to any future income accruing to their national central bank stemming from this portfolio until 2020. A methodology for managing this commitment was agreed on 9 March 2012.
On 27 November 2012, the EG agreed that euro area Member States would pass on to Greece an amount equivalent to the income on the SMP portfolio accruing to their national central banks as from budget year 2013. In January 2013, the EWG agreed on the practical implementation of this commitment while the final revised table outlining yearly contributions by Member State was agreed on 24 May 2013.
In June 2015, the EG suspended the SMP and ANFA initiatives and decided to keep the already collected 2014 SMP equivalent income in the ESM Intermediate Account until further notice.
On 22 June 2018, the EG issued a statement on the medium-term debt measures for the Hellenic Republic, consisting in, among other things, the use of the 2014 SMP equivalent income from the Intermediate Account and the restoration of the transfer of ANFA and SMP income equivalent amounts to the Hellenic Republic (as of budget year 2017), linked to policy commitments. Moreover, the EG agreed that the available income equivalent amounts will be transferred to Greece in equal amounts on a semi-annual basis in December and June, starting in 2018 until June 2022, via the ESM Intermediate Account and will be used to reduce gross financing needs or to finance other agreed investments.
On 30 August 2018, the EWG had a preliminary discussion on the main elements of the practical implementation of the June 2018 Eurogroup agreement on the transfers to Greece of the SMP and ANFA income equivalent amounts, reaching broad consensus on the methodology to be applied.
Amounts
As of today, the ESM Intermediate Account created in 2013 at the Banque Centrale de Luxembourg (BCL) to collect SMP equivalent income from the Member States has a balance of € 1,839 million. This amount is related to equivalent income accrued in 2013 (i.e. budget year 2014) and transferred to the Intermediate Account in 2014.
In June 2018, the ECB provided the ESM with an estimate of the imputed SMP income for the recent past and for future years (table 3 attached). Please note that the first column reports income accrued in 2016 and distributed in 2017 (i.e. budget year 2017). Therefore, the first column reports the first transfers to be made by Member States in accordance with the Eurogroup agreement of June 2018. The updated amounts deviate only slightly from those agreed in 2013. 
The numbers in the table might be subject to changes in the future due to recalculation of imputed income as well as to the periodic revision of the ECB capital key. However, following the 2013 methodology, considering that the future revisions are expected to be of a small nature, and to facilitate the implementation of the scheme, member states agree that the contributions to be transfers to the intermediate account are those reported in table 3. As for the ANFA equivalent income amounts, following the methodology agreed in 2012, concerned members will start transferring amounts from those accrued in 2017, with the last transfer linked to coupon accruing in 2020. No correcting factor will be applied to the coupons. 
In the course of August 2018, the ESM collected updated information regarding the coupon payments received and expected to be received until 2020 by those euro-area NCBs which hold Greek government bonds in their (ANFA) investment portfolios (Belgium, France, The Netherlands, Portugal and Luxembourg). The amounts are reported in table 4.
Contributions
As for the SMP equivalent income, all members of the euro area will contribute to the scheme. However, Slovakia will be exempted as long as its central bank has negative capital. Moreover, Greece’s SMP equivalent income will be kept in the Greek budget without transiting the intermediate account.
As for the ANFA income, France, Belgium, Portugal, The Netherlands and Luxembourg will be participating in the scheme.
Transfer mechanism
The intermediate account opened in 2013 by the ESM with the BCL will continue to be used to collect Member States’ transfers and to release funds to Greece upon instructions. The same account will be also used in the future to collect Member States’ transfers of SMP equivalent income. The ANFA income, which in the past was transferred bilaterally by concerned Member States to Greece, shall also be collected in this account.
Regarding the timing for the transfers, it is important to find the right balance between the appropriate domestic budgetary procedures in the contributing Member States and the need to have sufficient funds available for transfers to Greece. As for the latter, the Eurogroup agreed that the available income equivalent amounts will be transferred to Greece in equal amounts on a semi-annual basis in December and June, starting in 2018 until June 2022. 
Dividing the total amount of SMP and ANFA income available  by eight we obtain around €644 million per instalment (table 1). It is worth mentioning that the exact timing of the transfers will eventually depend on the provision of positive assessments by the institutions in the context of the enhanced surveillance, which will assess compliance with mid-year and end-year commitments by Greece.
Taking into account the currently available funds in the ESM Intermediate Account, the time required for domestic budgetary procedures, and the amounts necessary for disbursement to Greece, the schedule for transfers reported in table 1 and 2 is agreed to be the most appropriate.

Table 1: Transfers to the ESM Intermediate Account (in EUR million, rounded at the second decimal)
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[bookmark: _GoBack]Table 2: Transfers to Greece (in EUR million, rounded at the second decimal)
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Please note that table 1 above assumes that the final transfer of SMP equivalent income to the ESM Intermediate Account is scheduled for January 2022 and includes not only the contribution due in 2022 but also frontloaded contributions for the period 2023-2038 (budget years). This is necessary to fulfil the commitment of the last transfer to Greece scheduled for June 2022. Frontloading contributions of the outer years was already envisaged in the 2013 methodology.
In case the ESM will not receive all the expected transfers from the Member States by the agreed deadline, it will promptly inform the members of the EWG (through the President of the EWG) seeking instructions on whether to keep the received transfers, send them back to the contributors, extend the deadline, or take any other action. 
Conditionality for the release of the funds
The Eurogroup stressed that debt relief measures should include incentives to ensure a strong and continuous implementation by Greece of the reform measures agreed in the programme. In particular, to ensure the market credibility of the package of debt measures, the Eurogroup agreed that policy commitments related to the programme will be linked to the return of SMP-ANFA income equivalent amounts up to 2022.
Accordingly, the reports under Enhanced Surveillance, allowing closer monitoring of the economic, fiscal and financial situation and the post programme policy commitments made by Greece, will serve as a basis for the Eurogroup to agree on the return of SMP-ANFA income equivalent amounts.
The ESM will transfer the agreed amounts to Greece following instructions by Member States summarised in written confirmations to be sent by the President of the EWG. Unless instructed otherwise, the ESM will transfer the amounts to the Greek segregated account for debt reductions. In this context it is worth remembering that the Eurogroup agreed to use SMP and ANFA disbursements to reduce gross financing needs or to finance other agreed investments. All these elements will be included in the Instruction Letters to be signed by all the participating member states and the ESM.
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Table 3 - SMP: Income on instruments distributed to NCBs at capital key (in EUR million, rounded at the second decimal)
[image: ]
* Income accruing to NCBs in 2016 is shown in column 2016
For Finland, the amounts will be as follows: 2016 amount of EUR 16.08 million to be transferred by 15 July 2019, 2017 amount of EUR 13.00 million to be transferred by 15 January 2020, 2018 amount of EUR 10.37 million to be transferred by 15 July 2020, 2019 amount of EUR 7.45 to be transferred by 15 January 2021, 2020 amount of EUR 3 million to be transferred by 15 July 2021, 2021 amount of EUR 2.38 million to be transferred by 15 July 2022, 2022 amount of EUR 2.32 million to be transferred by 15 July 2023, 2023 amount of EUR 1.91 million to be transferred by 15 July 2024, 2024 amount of EUR 1.01 million to be transferred by 15 July 2025, 2025 amount of EUR 0.74 to be transferred by 15 July 2026, amounts for 2026 - 2037 of EUR 0.39 million to be transferred by 15 July 2027. These adjustments are required for national procedures and any differences with the amounts in the table shall be reflected in the last transfer(s) to the Hellenic Republic.


13 August 2018

	40398-6-895-v0.3	
	36-40496613



	
	- 6 -
	




Table 4 - ANFA: coupon received by NCBs on their portfolio holdings (in EUR million)
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Data provided by the member states in August 2018.
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SMP+ANFA

accrued budget transfer to ESMyearly amountcumultative accrued yearly amount cumulative cumulative

2013 2014 Jul-14 1839.03

2016 2017 Jul-19 876.98 2716.01 2017 73.75 73.75 2789.76

2017 2018 Jan-20 707.70 3423.71 2018 28.78 102.53 3526.24

2018 2019 Jul-20 563.69 3987.40 2019 13.94 116.47 4103.87

2019 2020 Jan-21 405.35 4392.75 2020 6.07 122.54 4515.29

2020 2021 Jul-21 163.27 4556.02 4678.56

2021-37 2022-38 Jan-22 476.78 5032.80 5155.34

SMP ANFA


image2.emf
date installments cumulative Int. acc. residual

Dec-18 644.42 644.42 1194.61

Jun-19 644.42 1288.84 550.20

Dec-19 644.42 1933.25 856.51

Jun-20 644.42 2577.67 948.57

Dec-20 644.42 3222.09 881.78

Jun-21 644.42 3866.51 648.79

Dec-21 644.42 4510.92 167.64

Jun-22 644.42 5155.34 0.00
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BE

115.76 31.79 25.65 20.43 14.69 5.92 17.28 4.70 4.58 3.77 1.99 1.47 0.78

DE

840.85 230.89 186.32 148.41 106.72 42.98 125.53 34.14 33.24 27.35 14.49 10.66 5.65

EE

9.01 2.47 2.00 1.59 1.14 0.46 1.34 0.37 0.36 0.29 0.16 0.11 0.06

IE

54.23 14.89 12.02 9.57 6.88 2.77 8.10 2.20 2.14 1.76 0.93 0.69 0.36

GR

94.99 26.08 21.05 16.77 12.06 4.86 14.18 3.86 3.75 3.09 1.64 1.20 0.64

ES

413.05 113.42 91.53 72.90 52.42 21.12 61.66 16.77 16.33 13.44 7.12 5.24 2.77

FR

662.46 181.91 146.79 116.92 84.08 33.87 98.90 26.90 26.19 21.55 11.41 8.40 4.45

IT

575.17 157.94 127.45 101.52 73.00 29.40 85.86 23.35 22.74 18.71 9.91 7.29 3.86

CY

7.07 1.94 1.57 1.25 0.90 0.36 1.06 0.29 0.28 0.23 0.12 0.09 0.05

LV

13.18 3.62 2.92 2.33 1.67 0.67 1.97 0.54 0.52 0.43 0.23 0.17 0.09

LT

19.31 5.30 4.28 3.41 2.45 0.99 2.88 0.78 0.76 0.63 0.33 0.24 0.13

LU

9.48 2.60 2.10 1.67 1.20 0.48 1.42 0.39 0.37 0.31 0.16 0.12 0.06

MT

3.03 0.83 0.67 0.53 0.38 0.15 0.45 0.12 0.12 0.10 0.05 0.04 0.02

NL

187.05 51.36 41.45 33.01 23.74 9.56 27.92 7.59 7.39 6.09 3.22 2.37 1.26

AT

91.72 25.18 20.32 16.19 11.64 4.69 13.69 3.72 3.63 2.98 1.58 1.16 0.62

PT

81.45 22.37 18.05 14.38 10.34 4.16 12.16 3.31 3.22 2.65 1.40 1.03 0.55

SI

16.14 4.43 3.58 2.85 2.05 0.83 2.41 0.66 0.64 0.53 0.28 0.20 0.11

SK

36.09 9.91 8.00 6.37 4.58 1.85 5.39 1.47 1.43 1.17 0.62 0.46 0.24

FI

58.70 16.12 13.01 10.36 7.45 3.00 8.76 2.38 2.32 1.91 1.01 0.74 0.39

Total for NCBs 3,288.75 903.06 728.75 580.45 417.40 168.12 490.96 133.53 130.00 106.99 56.67 41.69 22.08

Total for NCBs excl. GR 3,193.76 876.98 707.70 563.69 405.35 163.27 476.78 129.68 126.25 103.90 55.03 40.49 21.44

2023 2024 2016* 2017 NCB

Total income in EUR

million

2021-37 2025 2026-2037 2018 2019 2020 2021 2022
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2017 2018 2019 2020 2017-20

BE 11.33 8.69 5.06 1.89 26.97

FR 30.00 11.00 4.30 4.00 49.30

NL 10.49 0.00 0.00 0.00 10.49

PT 21.75 8.91 4.40 0.00 35.06

LU 0.18 0.18 0.18 0.18 0.72

total 73.75 28.78 13.94 6.07 122.54
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