BULGARIA IN EUROZONE

NEWS: Bulgaria officially approved to adopt the euro, becoming the 21st member of the single
currency area.
o Bulgaria will officially replace its national currency, the lev, with the euro. The fixed
conversion rate is set at 1.95583 lev per euro.

WHAT’S IN THE NEWS?

Strategic and Economic Implications of Bulgaria Adopting the Euro
e Strengthening EU & NATO Integration:

e Adoption of the euro reinforces Bulgaria’s alignment with EU and NATO allies,
enhancing its political and strategic integration within the Western bloc.

e [t signals a stronger commitment to the European project, particularly at a time of
increasing geopolitical polarization.

e Reducing Russian Economic Influence:

e Analysts view the move as reducing Bulgaria’s economic vulnerability to Russian
leverage, especially in sectors like energy and finance.

e Transitioning to the euro can decrease dependence on currencies or trade networks
susceptible to Russian influence.

e Monetary Stability Amid Global Uncertainty:

e The euro offers greater monetary stability, especially in comparison to the
weakened U.S. dollar, making it a more attractive and resilient reserve currency.

e Investor Confidence and Transaction Efficiency:

e Joining the eurozone enhances investor trust, by aligning Bulgaria with a strong and
credible monetary regime governed by the European Central Bank (ECB).

e It reduces foreign exchange risks and transaction costs for businesses and travelers
within the euro area, improving economic efficiency.

o Eligibility and Preparedness:

e Bulgaria’s move indicates its compliance with the Maastricht convergence criteria,
including fiscal discipline, exchange rate stability, and inflation control.

Overview of the Eurozone
o Definition:

e The eurozone is a monetary union of EU countries that have adopted the euro (€)
as their official currency.

o Legal Framework:

e Its creation was enabled by the Maastricht Treaty (1992), which laid the foundation
for the Economic and Monetary Union (EMU) of Europe.

o Key Features of the Eurozone:



e Establishment of the European Central Bank (ECB) to manage monetary policy.

e Use of a common currency across member states to facilitate integration.

e Focus on fiscal discipline and economic convergence among participating nations.
e Adoption Criteria:

e Countries must fulfill strict conditions on price stability, government budget
deficits, debt levels, exchange rate stability, and interest rate convergence to join
the eurozone.

e Opt-Outs:

e Not all EU countries are part of the eurozone. Nations like Sweden, Denmark, and
Hungary retain their own currencies for policy flexibility.

Eurozone’s Role in the Global Economy
e Economic Powerhouse:

e The EU (with the eurozone at its core) has the highest GDP globally, with over 440
million consumers.

e Itis the largest trading bloc and leads in global investment flows.
o Inclusive Trade Practices:

e The EU imports more (excluding fuels) from developing countries than the US,
Canada, Japan, and China combined, supporting inclusive growth.

e Global Free Trade Agreements:

e The EU has signed comprehensive FTAs with countries like South Korea and
Singapore, reflecting its liberalized trade regime with low tariffs and open
investment policies.

India—EU Relations
o Early Diplomatic Ties:

e India established ties with the European Economic Community as early as 1962,
showcasing long-standing cooperation.

e Strategic Partnership:

e The relationship was upgraded to a Strategic Partnership at the Sth India—EU
Summit in 2004, held in The Hague.

e Trade Relations (2023-24):

e The EU is India’s largest trading partner, with trade in goods valued at USD
137.41 billion.

e India is the EU’s 9th-largest trading partner, contributing 2.4% to the EU’s total
goods trade.

e India maintains a trade surplus with the EU.



e Shared Global Goals:

e Both support reform of multilateral institutions, including the World Trade
Organization (WTO), to reflect current global realities.

Institutions Governing the Eurozone
e European Central Bank (ECB):

e Manages the euro, sets monetary policy, and ensures price stability across the
eurozone.

e  Works to safeguard financial systems and support economic growth.
e Eurogroup:

e A collective of finance ministers from eurozone countries.

e Coordinates economic policies, budgets, and responses to fiscal crises.
e European Commission:

e Monitors national compliance with EU fiscal rules, particularly limits on public
debt and deficits.

e Can propose corrective actions for countries that breach fiscal guidelines.

Expansion of the Eurozone — Timeline of New Entrants
o Initial Launch (2002): Adopted by 12 countries.

e Subsequent Members:
e Slovenia (2007)
e Cyprus and Malta (2008)
e Slovakia (2009)
e Estonia (2011)
e Latvia (2014)
e Lithuania (2015)
e Croatia (2023)

e Bulgaria: Poised to join next, pending formal adoption after meeting convergence
requirements.

Geographic and Strategic Overview of Bulgaria
o Location:

e Situated in Southeast Europe, on the Balkan Peninsula.

e Borders: Romania (north), Turkey and Greece (south), Serbia and North Macedonia
(west).



e Eastern Boundary: Formed by the Black Sea coast, offering maritime access.
e Political Alignments:
e Member of NATO (since 2004) and the European Union (since 2007).
e Geographical Features:
e Climate: Ranges from continental in the north to Mediterranean in the south.
e Major Rivers: Danube (forms northern boundary), Maritsa, and Struma.

e Highest Peak: Musala (2,925 meters) in the Rila Mountains, the tallest peak in the
Balkans.



