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Blackwell Global is a global brokerage, aiming to be
the most trusted financial service provider. We are
committed to transparency, integrity and service
excellence.

Founded in 2010, we now have global presence in over
90 countries.

We believe that sound investment and trading decisions
begin with a strong grounding in financial education.
Our goal is to make this available to everyone - and this
free eBook is part of that commitment.

To find out more about Blackwell Global, please visit:
www.blackwellglobal.com
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There's no question that Brexit is the most pressing
issue facing the European Union (EU) right now.

But it's by no means the only challenge facing Brussels.
Tensions remain between Italy and EU leaders on the

country’s spending plans.

The purpose of this eBook is to explain Italy’s fiscal

policy path - and how it could affect the euro.

Patrick Latchford

CEO, Blackwell Global Investments (UK) Limited
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ITALY'S COALITION GOVERNMENT

A new ltalian coalition government was established in June 2018.
The coalition partners are two right-wing parties called “The
League” and “Five Star”.

Both parties are eurosceptic.

Once established, the coalition proposed plans to increase fiscal
stimulus to spark the Italian economy into life.

Put simply, the goal of these plans were to improve economic
conditions for the average Italian. They included three cornerstone
policies: introducing minimum income for unemployed Italians; tax
cuts; and scrapping an extension to the age of retirement.

EU OBJECTIONS

However, the EU had objections to this new fiscal approach.
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Specifically, it was concerned that Italy’s budget deficit could
surpass its 3% of GDP limit. Remember - Italy is a member of the
eurozone - and as a member it needs to follow particular rules.

At the time, this was disputed by Italy’'s new Prime Minister,
Guiseppe Conte. He insisted that Italy’s budget deficit would climb
no higher than

2.4% of its GDP in 2019.

Why do these rules exist? Well, it's quite simple. The eurozone’s
monetary policy is controlled by the European Central Bank
(ECB). Therefore, it's integral that eurozone members adhere to
requirements to maintain monetary stability.

A RESOLUTION (FOR NOW)

An Italian budget deficit of 2.4% in 2019 was unacceptable to the
European Commission.

However, a breakthrough (of sorts) was achieved in December
2018. The Italian government and the European Commission
agreed to reduce the deficit target to 2.04%.

Fast-forward to April 2019, and it seems that Italy’s budget deficit
will be higher than the agreed deficit target. In fact, a report from
the OECD forecasts that the Italian budget deficit will hit 2.5% of
GDP in 2019.

The OECD also forecast that the Italian economy would contract by
0.2% (the Italian government had originally forecast growth of 1%
for 2019), citing high-levels of unemployment and low productivity.

PAGE 4 blackwellglobal.com



http://blackwellglobal.com

If this scenario unfolds, tensions between Italy and the EU will
surface once more.

Evidence of this was on display at a recent press conference
between Italian Prime Minister Guiseppe Conte and European
Commission President Jean-Claude Juncker.

During the press conference, President Juncker said that Italy must
do more to encourage growth considering its high level of public
debt. At the same press conference, Prime Minister Conte stated
that Italy will not adjust its expansive fiscal policies.

WHAT DOES THIS MEAN FOR THE EU?

Brexit has made the EU anxious that other member states could
follow suit. The rise of populism - both on the left and right of
European politics - has heightened these concerns.

Elements of this populism, especially on the right, are eurosceptic.
There are several examples across the continent.

The Italian government coalition of “The League” and “5-Star” is
a clear example. In France, the 2017 presidential election saw
Marine Le Penne of the National Front in a direct run-off with
Emmanuel Macron, although she eventually lost.

There has also been an increase in the support for right-wing
parties in the EU's largest economy, Germany. In September 2017,
the Alternativ fur Deutschland (AfD) party won 94 parliamentary
seats.
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Hungary also elected Prime Minister Viktor Orban, leader of the
Fidesz party, in 2010.

In many ways, the EU faces a delicate balancing act with Italy. On
the one hand, it needs to ensure the eurozone's third largest
economy adheres to its rules. However, it also needs to ensure it
doesn't fuel anti-EU sentiments in the Italian electorate.

But there's something more fundamental at play for the EU.

It needs to answer the concerns that lie at the root of this rise in
European populism (both and on the left and right).

One of those concerns is clearly economic growth. Many EU
member states, including Italy, have taken many years to recover
from the financial crisis of 2008. This is why electorates are
looking to new alternatives to solve stagnant economic growth,
unemployment and low wages.

Of course, economic growth continues to be a challenge for the
eurozone. Flash GDP data for the eurozone in the first quarter of
2019 was just 0.2% (it was 1.2% a year earlier).

IMPACT ON THE EURO
At the time of writing, shrinking manufacturing output across the
eurozone remains a drag on the euro. Investors and businesses

are concerned that the bloc is in another slowdown cycle.

Clearly, Italy's economic performance is going to be an important
factor in the eurozone's overall health. With the OECD report in
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mind, there is a chance that Italy’'s economy could contract in
2019.

Traders should closely monitor eurozone PMI data in the coming
months. Poor data readings that miss expectations will likely put
further downward pressure on the euro.
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WHY
SLACKWELL
GLOBAL?

We can't pretend that is easy to become a successful trader. But
we are here to help and support you as you make your trading
journey, providing dedicated resources such as our demo trading
accounts and regularly published research materials.

Founded in 2010, Blackwell Global was established to offer
brokerage solutions for private and institutional clients. Blackwell
Global is a Straight Through Processing or STP broker who provide
their clients with superior liquidity and price feeds from top
international banks. These are offered alongside 24-hour technical
support, market research tools, educational materials, professional
partnership programmes and fully integrated trading platforms.

We offer access to multiple asset classes including more than
60 currency pairs, precious metals and other contracts for
differences. As a global broker, we are always striving to achieve
excellence in our customer service, as well as developing
innovative technology to support our customers needs.
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Today, the Blackwell Global group of companies has a presence in
over 90 countries. To find out more about Blackwell Global please
go to: www.blackwellglobal.com

Or contact Customer Support:

Tel: +44 (0)20 7397 3781
Email: cs@blackwellglobal.com

Risk Warning: Forex and CFDs are leveraged products and
involve a high level of risk and can result in the loss of all your
invested capital. At the time of publishing this informational
material, 73% of retail investor accounts lose money when trading
CFDs with Blackwell Global Investments (UK) Limited. Therefore,
Forex and CFDs may not be suitable for all investors, so please
consider your investment objectives, level of experience, financial
resources, risk appetite and other relevant circumstances carefully.
Seek independent advice if necessary. Please consult our full

risk disclosure and make sure you understand the risks before
entering any transaction with Blackwell Global Investments (UK)
Limited.

Disclaimer: The report provided by Blackwell Global Investments
(UK) Ltd is meant for informative reading and should not be

relied upon as a substitute for extensive independent research
and is no guarantee of a successful trading outcomes. The
opinions expressed in this eBook are do not take into account any
particular individual's investment objectives, financial situation, or
needs, and should not be interpreted as financial advice nor an
encouragement to trade any investment product.
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