WELCOME SPEECH DELIVERED BY MR MICHAEL C BONELLO GOVERNOR, CENTRAL BANK
OF MALTA , ON THE OCCASION OF THE STATE CELEBRATIONS HELD TO MARK MALTA’S
MEMBERSHIP TO THE EURO AREA ON SATURDAY , 12 JANUARY 2008

You have joined us here today to mark a major rales in our country’s economic history.
During more than two millennia the Maltese peopsré used many different currencies in
circumstances most often reflective of Malta's is$ahs a dependency of some larger and more
powerful nation. The adoption of the euro, howevgra change of currency with a difference.
This time it has taken place because Malta, ouitsobwn choice, has joined fourteen other
sovereign Member States of the EU in an economiicraonetary union designed to complement
the Single Market, a venture that could rightlydescribed as an epoch-making development in
the history of our continent.

For Malta, as for the other new members of the eanen, the euro offers the prospect of
enhancing the economy’s potential to grow fastdre Elimination of exchange rate risk and

currency conversion costs should result in incréasaede, while the low interest rate and

inflation environment of the euro area should mé#e reduced business costs and greater
macroeconomic stability. Combined with the fiscactpline associated with monetary union,

this should translate into higher credit ratingd anproved investment prospects.

The significance of having as our own the worldéeand most important currency is not lost
upon a central banker. For, beyond its proven evindenefits, the euro signifies the virtual
elimination of the potential risk of an exchangtererisis to which the currencies of small, open
economies are exposed on a daily basis in a wbddacterized by the free movement of capital.
We have now traded in this vulnerability for theegter security and credibility afforded by a
major international currency.

The euro has indeed been a success story in mapgats. The disciplines of Economic and
Monetary Union (EMU) were intended to promote theation of a macroeconomic environment
in which countries could thrive in an increasingbympetitive market place. The euro area’s track
record in terms of price stability, trade expans&m employment creation suggest that these
expectations have been largely fulfilled.

The Central Bank of Malta is, therefore, proud &wvér become a member of the Eurosystem.
From an institution charged with the preservatioih poice stability in Malta and with
safeguarding the integrity of our national currenitye Bank now shares responsibility with the
other members of the Eurosystem for shaping moygialicy in the best interest of 320 million
people in fifteen countries. This is a task which colleagues at the Bank and | approach with
confidence and enthusiasm.

From a national perspective, the challenge nowo iméximize the benefits of participation in
monetary union by making further progress on thi péreform. Three conditions in particular
need to be met: fiscal policy must remain supperti¥ macroeconomic stability; wage increases
must be justified by productivity gains; and ouoguct and labour markets must become more
flexible and competitive.

The new phase in Malta’s economic history which wabered in on 1 January, therefore,
promises to be a challenging one, but it should &ks an exciting time. For a country with a
population of 400,000, having a major reserve asiits domestic currency is indeed a significant
advantage. We thus have good reason to feel regssomw that we are about to reinforce our



integration in Europe with full economic and momgtanion. For, while the EU has for fifty
years brought peace and stability to the peopleBusbpe, the Single Market and EMU have
created a congenial environment in which econommasgrow and people prosper. On another,
but no less important level, the euro is also atymf a common identity and of shared values
and, therefore, a potential instrument for bringiemples closer together.



