EU leaders take aim at Obama on banks and climate

Barack Obama: the EU has decided to take the popular leader to task on climate (Photo: whitehouse.gov)
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EUOBSERVER / BRUSSELS - EU leaders meeting in Brussels on Thursday (17 September) are set to call for tougher commitments on bank reform and global warming than plans outlined so far by the White House. 

The extraordinary EU summit is designed to frame a joint position ahead of next week's G20 meeting in Pittsburgh, US, on the banking sector. The clock is also ticking for EU states to put forward climate change ideas for a UN summit in December. 

The financial crisis erupted one year ago with the fall of US investment bank Lehman Brothers. With the US, Germany and France now coming out of recession, fears abound that banks have returned to business as usual while conditions remain in place for another meltdown. 

The financial crisis stripped trillions of euros out of the public purse in order to bail out banks judged too important to fail. The massive outlay could undermine funding for anti-global warming measures, estimated by the European Commission to cost the world up to €118 billion a year by 2020. 

EU diplomats ahead of the Thursday meeting agreed a draft statement that calls for G20 countries to design exit strategies from the bail out plans put together over the past 12 months, and to curb bonuses paid to risk-taking bank chiefs. 

"Exit strategies need to be designed now and implemented in a co-ordinated manner as soon as the recovery takes hold," the EU statement, leaked on Wednesday, says. "The G20 should commit to agreeing to binding rules for financial institutions on variable remunerations backed up by the threat of sanctions at the national level."

The EU text runs counter to US plans to hold off on exit strategy commitments and bonuses for now, while instead focusing on rules for big banks to retain minimum amounts of capital in case of a rainy day. 

President Nicolas Sarkozy of France has threatened to walk out of Pittsburgh if US leader Barack Obama refuses to take on Wall Street, after France and the Netherlands recently imposed bonus curbs at home. 

Meanwhile, EU officials have voiced concerns that capital requirement rules could prove too complex to tackle at the G20 event. "This whole [capital rules] debate is virgin territory, it's uncharted water," European Commission bank expert Patrick Pearson said in London on Tuesday, Dow Jones reports.

Loophole on climate 
On the climate change front, the draft EU statement says that "each country that has not yet done so should make urgently ambitious commitments to mid-term reductions and quantifiable actions [on CO2 emissions]."

The EU is concerned that the US is pushing for the Copenhagen agreement on emissions to be subject to "conformity with domestic law," according to an EU official cited by UK daily The Guardian. The clause could create loopholes for rich states to avoid making real CO2 cuts. 

Sweden's Prime Minister Fredrik Reinfeldt criticised the White House on Wednesday in an address to a parliamentary committee in Stockholm. "We have to get the US to move more in order to get a global response in place," he said. 

Mr Reinfeldt's address marked the end of a honeymoon period with President Obama on climate. The new US leader's earlier rhetoric on global warming had raised EU hopes of a major shift in American policy.

Cutting the cake 
With European Commission President Jose Manuel Barroso's second term in the bag, preliminary discussions among EU leaders on how to allocate commission portfolios for the next five years are also likely to take place. 

No final choices can be made until Ireland votes again on the Lisbon Treaty next month, not least because the vote should make the future structure of the commission clearer.

But several countries have already thrown their hats into the ring, with Finland's Olli Rehn, Estonia's Siim Kallas and Latvia's Andris Piebalgs all asking to stay on in Brussels. 

Meanwhile, some EU states are keen to upgrade their current commission role, with Poland saying its relatively good performance during the worldwide recession supports its bid for a single market, competition or industry portfolio. 

"We've managed to raise our profile both politically and economically thanks to the performance of the Polish economy during the crisis. I would even add that if you have so many countries competing for an important economic portfolio related to the single market in the new commission, maybe you should give it to a Pole," Poland's EU affairs minister, Mikolaj Dowgielewicz, told EUobserver.

