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ABSTRACT OF PRESENTATION 
When entering a monetary union, member-countries change the nature of their sovereign debt in a 
fundamental way, i.e. they cease to have control over the currency in which their debt is issued. As 
a result, financial markets can force these countries’ sovereigns into default. In this sense member 
countries of a monetary union are downgraded to the status of emerging economies. This makes the 
monetary union fragile and vulnerable to changing market sentiments. It also makes it possible that 
self-fulfilling multiple equilibria arise.  
I analyze the implications of this fragility for the governance of the Eurozone. I conclude that the 
new governance structure does not sufficiently recognize this fragility. I suggest a different 
approach to deal with these problems. 
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