EU-Asia summit results in commitment to multilateralism and the defense of free
trade.

European Parliament debates tomorrow Brexit. The transition period for the exit
of the United Kingdom from the Community bloc could be extended.

Today still in this Magazine Europe: Italian government maintains budget for
2019, despite criticism from Brussels.

1.
Welcome to the Europe Magazine,

The European Union and Asia have united in defending multilateralism and free
trade. At the summit that brought together representatives from both sides last
week, the head of European diplomacy, Federica Mogherini, stressed "'the true
global power" of the two blocs. More with the journalist Marta Melo.

Together, the European Union and Asia account for 55% of world trade, 60% of the
world's population and 65% of the global economy.

The data were advanced at the end of the Asia-Europe summit by the High
Representative of the European Union for Foreign Policy and Security, Federica
Mogherini, who stressed that the two sides together have "a true global power."
Already the Austrian chancellor, who holds the rotating presidency of the Union, said
that a "free trade with fair and equitable rules is necessary for all those involved to
benefit economically.”

Sebastian Kurz recalled that the partnership between Europe and Asia is "absolutely
vital, particularly at a time when multilateralism is being questioned.”

On the path of multilateralism - the word that marked the speeches in Brussels - the
European Union and Vietnam signed an agreement on the application of forestry
legislation, with the aim of ensuring that the wood imported by the Community bloc
from the Asian country results only from slaughter trees.

+++
Also noteworthy was the participation of 30 European countries - 28 from the European
Union plus Norway and Switzerland - as well as 21 Asian nations.

And with us on the phone is Victor Angelo, a commentator resident of Magazine
Europe, based in Brussels.



Victor, the European Union has signed agreements with several partners, it is also
providing European leaders with the European stage. Is it an important strategy?

Very important. For the European Union, Asia is indeed a preferential partner. The
European Union wants to focus on trade relations and economic relations with Asia and
especially with certain countries in Asia, one of them being developed countries, as is
the case of Japan or China. Others will be developing countries, as is the case in
Southeast Asian countries, for example Cambodia that has been widely spoken. But in
reality, for the European Union the economic relationship with a space as vast, as
productive and with as much population as the Asian continent is very important.

This summit took place at a sensitive time in relations between China and the United
States. Federica Mogherini stressed that this is not a provocation to Washington. | asked
him: what is the European Union looking for in this approach to countries like China
and Japan?

Both China and Japan are preferential economic and trade partners, and the European
Union seeks to find ways to deepen bilateral economic and trade relations with these
two large countries. Both on the European side and on the Asian side, much importance
has been given and it is perfectly understood that this kind of relations between these
two regions of the world can be deepened and can be mutually beneficial. And it is in
that sense that things are going. On the other hand, there was a big ghost in the room,
who was the American President Donald Trump. Nobody wanted this type of meeting
to be seen as a meeting against the Americans, but the truth is that the positions taken
by both Europeans and Asians go in the opposite direction to the positions that the US
president has defended, it is vital for Europeans and Asians to make world trade as
freely as possible, but also according to the rules that have been established by the
World Trade Organization.

The European Union has pressured Cambodia in terms of human rights. He also
recalled the Portuguese Foreign Minister's visit to Macao on the weekend, saying that
Portugal and China share guidelines in international law, but that there is no
convergence in human rights. What reading do these words of Augusto Santos Silva?
You have to be very frank and | think the Portuguese minister was very clear on what
he said. I also think that at the Brussels summit there was a lot of clarity about, for
example, the situation in Cambodia, a situation that is currently under European radar
and we will see the adoption of economic sanctions against Cambodia if the political
situation in that country does not democratize. There is also, of course, the issue of
Myanmar and there are major differences in China's human rights policy. Of course,
these issues must be on the agenda, but it is clear that these issues do not prevent further
discussion of economic relations, investment and, in particular, trade.

We're back to the conversation with Victor Angelo.



The European Parliament will debate tomorrow the results of the last meeting of
the European Council in Brussels, in particular with regard to BREXIT.

At the close of this meeting, Council President Donald Tusk admitted that no
significant progress had been made and that the transition period could be
extended, as Antena 1 journalist Andrea Neves tells us.

[The October European Council should have been the moment of truth. A month ago,
in Salzburg, the Heads of State and Government believed that the agreement for the
United Kingdom's exit from the European Union would be reached these days. A week
ago, the Chief Negotiator of the European Union said he hoped to have it ready to hand
it to the 27. Now it says that it takes more time and that there are no advances. And the
President of the European Council, Donald Tusk, who admitted that it might be
necessary to convene new council for November, says now that he only convenes the
27 when there are grounds for doing so.

"I am ready to convene a European Council on BREXIT if and when the European
negotiator reports that decisive progress has been achieved. And we must be clear that,
for the time being, not enough progress has been made. "

What is preventing the agreement is the question of Ireland and how to avoid the return
of physical borders to the island. No one wants them, but nobody knows how to avoid
them. And so it was decided: to decide later. That is, to create a transitional period after
leaving the United Kingdom during which the country is outside the European Union
but within the single market to allow free movement of goods until a technical solution
or agreement can be found trade and customs between the two parties.

But as this agreement can never be reached, the 27 want Theresa May to accept a
backstop, such a last resort solution that dictates that there will never be borders
between the two Irish, but there would be one in the Irish Sea.

May does not accept, says he would split the UK. The 27 insist. The idea is that this
solution will never enter into force, but to do so it is necessary to reach such an
agreement during the 21-month transitional period, which can even be extended if
necessary, as the President of the European Council points out.

"Let me remind you that when Prime Minister Theresa May proposed a transitional
period of almost two months, the European Union unanimously agreed. Therefore, if
the United Kingdom considers that extending this period can be useful in reaching a
future agreement, the leaders of the 27 will respond positively. "

But the British prime minister is not committed.]

Victor, what is this possible extension of the transition period?

The great question is, on the one hand, how long will be the transition period and, on
the other hand, what does that mean not only in terms of economic relations but also in
relation to the other great freedoms that are part of the European Union, and in
particular the question of migration between the different European countries. It is not
enough to have a transitional period for trade issues, for financial matters. There must
also be a transition period that clearly defines whether European citizens can continue
to establish themselves in the UK and vice versa.



Is there any idea how long this transition period might be?

Yes, at this time on the British side there is a transition period that could be between six
months and a year. That is, they try to give British public opinion the impression that it
will be a very short transition period. On the European side, it is said that the transition
period may be a little longer. Everything depends on the resolution of two fundamental
questions, one of which is the question of Ireland and the relationship between Ireland
and Northern Ireland, and the other very important question which is: what is the role
of the European Court of Justice in the cases of disputes between the United Kingdom
and the rest of the European Union.

At this time, this week, the big question is whether Theresa May will be able to keep
the power or not. There was a lot of movement over the weekend to challenge this week
the power of Theresa May and overthrow her as prime minister and leader of the
conservative party. EU leaders want Theresa May to remain in power. It is important
for them to have Theresa May on the other side of the channel, who is, nevertheless,
the most moderate leader, the most balanced leader currently on the British conservative
scene.

However, there were demonstrations in the UK against BREXIT. The London mayor
has called for a referendum to give the British the option of remaining in the Union. Is
there still hope for the anti-BREXITs?

I don’t think so. I think that in this moment, the possibility of a new referendum ...
unless these events continue, continue - not only to continue but also to take place in
other cities in the United Kingdom, not just in London. These street demonstrations
will eventually not change the position of the British government, unless they gain
intensity and gain geographic projection.

V.

And from London to Rome.

The Italian government promised to explain to the European partners the budget for
2019, criticized by Brussels, and repeated its commitment to keep the country in the
Euro Zone.

These statements came after the Council of Ministers and after the agency of finance
notation Moody's have downgraded the Italy note on Friday night to the last level of
the investment category.

The European Commission said it had asked Rome for clarification on the draft budget
submitted in Brussels, a proposal that deviated from European rules.

The Italian executive predicts a deficit of 2.4% of GDP in 2019, when the former center-
left government had anticipated a deficit of 0.8%.

Victor, the European Commissioner for Economic Affairs said that the Italian budget
does not respect the rules of the Euro Zone. What do you think about this Italian
challenge?



Rome is now in a position of defiance vis-a-vis Brussels, and certainly the main reason
is to show to the Italian electorate that there is finally a government in Italy that is able
to resist the guidelines coming from Brussels.

But this is very worrying. Italy is the third largest economy in the European Union, it
is deeply indebted. At the moment, the Italian public debt is the second worst of the
European space, comes soon after Greece and is more pronounced than the Portuguese
debt itself. On the other hand, Italy has a very fragile banking system. The banking
system was very generous - and the word "“generous™ often means "corrupt” even as
regards credit assignment and therefore has millions in bad credit standing. And, on the
other hand, the international rating agencies are currently lowering Italy's rating, so that
at the end of last week Moody's downgraded Italy to a level that is just above waste.

How should the European Union deal with this situation?

It is true that the European Union is currently putting pressure on some European
governments on budgets for 2019. Last Friday, the European Commission sent letters
on budgets to Belgium, France, Spain, Portugal and Slovenia, calling on these countries
to modify a number of headings in their budgets, which the European Union considers
to be purely electoral and which exaggerates, or rather exaggerates, expenditure at a
time when these countries still have financial deficits. The most important problem is
certainly the problem of Italy, it has not only a huge deficit, but will also increase. If
the budget foreseen for 2019 is approved, it will increase this deficit in a spectacular
way, that is, it will add to the existing deficit another 22 billion of public debt. And this
is evidently at a time when the Italian economy is not growing and also at a time when
the Italian economy has huge problems paying off existing debts and where Italy's
interest rates have risen drastically.

The Rome government said that this deviation from the debt is due to the government's
intention to fulfill electoral promises that demand an increase in public spending. What
are we talking about?

We are basically talking about two major expenditure items. The Italian government
wants to approve a subsistence allowance for the poorest from 2019. It is a huge
expense. On the other hand, the Italian government has decided that in 2019 there will
be a drop in the retirement age. And this of course brings charges to the very large
public treasury and has a huge impact on Italian spending and budget.

And what impact is this instability in Italy likely to have in peripheral Euro Zone
countries with similar deficits. In Portugal, for example.

The big question here is how markets see this kind of action by the Italian government
and what lessons and comparisons they make with governments, particularly with
southern European governments, because there is still a prejudice to associate all the
countries of Europe and to put them all in the same bag. And so, since the Italian
government shows less respect for the principles of austerity and for the promises made
to gradually rebalance the public accounts, investors think that today it is in Italy,
tomorrow it will be in Spain or in Portugal and the next day will be again in Greece or



another southern European country. And this evidently has a very big impact, namely
on the rating of the public debts of these countries, namely for Portugal it is important
that the public debt rating continues to rise and that is not threatened by the crisis that
exists in Italy, that there is no doubt in the ability of the Portuguese government and the
Portuguese economy to pay their debts. And, on the other hand, it also causes interest
rates to increase and, of course, when interest rates rise, this not only makes loans to
households more expensive, but also of course has a very large impact on household
consumption. people. If people have more difficulty in borrowing because loans have
higher interest rates, it is clear that they will decrease their consumption and this has an
influence - a negative influence - on economic dynamism.

V.
And today we stop here of the analysis of European news.

Before finishing, time still for the cultural note:

The Grand Palais in Paris is the scene of a retrospective exhibition of Joan Mird's work.
There are 70 years of work reflected in 150 works.

This trip to the universe of the Catalan artist is organized chronologically, with
paintings, drawings and sculptures from museums in the United States, Europe and also
private collections.

The exhibition is held until February 4, 2019.

Today we stop here. See you next week.
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