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Danger ahead?

1. (Not only) the EU faces many challenges, such as...
* ...higher defence spending...
* ...energy transition (decarbonization), etc.

2. These challenges are reflected in public finances:
 EU budget (MFF) and its atomization
« Around the world (higher public debt and interest costs)

DANGER
AHEAD



Too much ado about nothing?

General government debt
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Source: Eurostat (2026), see: [gov_10dd_edpt1] Government deficit/surplus, debt and associated data, [gov_eu_debt] Debt of the EU institutions, [nama_10_gdp] Gross domestic product 3

(GDP) and main components (output, expenditure and income),



https://ec.europa.eu/eurostat/databrowser/view/gov_10dd_edpt1__custom_19537851/default/table
https://ec.europa.eu/eurostat/databrowser/view/gov_eu_debt__custom_19544950/default/table
https://ec.europa.eu/eurostat/databrowser/view/gov_eu_debt__custom_19544950/default/table
https://ec.europa.eu/eurostat/databrowser/view/gov_eu_debt__custom_19544950/default/table
https://ec.europa.eu/eurostat/databrowser/view/nama_10_gdp__custom_19537859/default/table
https://ec.europa.eu/eurostat/databrowser/view/nama_10_gdp__custom_19537859/default/table

Danger ahead? No.

The problem is already here.

Soaring public debt
Global public debtreached 101.5 percent of global GDP in 2020 -
the highest level ever.
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Source: left graph: IMF Fiscal Policies for a Transformed World (2020); see: Fiscal Policies for a Transformed World (imf.org); right graph: Reinhart,Rogoff (2010), The Economist.



https://www.imf.org/en/Blogs/Articles/2020/07/10/blog-fiscal-policies-for-a-transformed-world
https://dash.harvard.edu/server/api/core/bitstreams/7312037c-ebd5-6bd4-e053-0100007fdf3b/content
https://dash.harvard.edu/server/api/core/bitstreams/7312037c-ebd5-6bd4-e053-0100007fdf3b/content
https://www.economist.com/
https://www.economist.com/
https://dash.harvard.edu/server/api/core/bitstreams/7312037c-ebd5-6bd4-e053-0100007fdf3b/content

This affects yields (the cost of capital)
(developed) worldwide...
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Source: Fred Fed (2025), see Interest Rates: Long-Term Government Bond Yields: 10-Year: Main (Including Benchmark) for United States (IRLTLTO1USM156N) | FRED | St.
Louis Fed.
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https://fred.stlouisfed.org/series/IRLTLT01USM156N
https://fred.stlouisfed.org/series/IRLTLT01USM156N
https://fred.stlouisfed.org/series/IRLTLT01USM156N
https://fred.stlouisfed.org/series/IRLTLT01USM156N
https://fred.stlouisfed.org/series/IRLTLT01USM156N
https://fred.stlouisfed.org/series/IRLTLT01USM156N
https://fred.stlouisfed.org/series/IRLTLT01USM156N

...which leads to increased interest costs.

General Government Interest Expenses

(Percent of GDP)
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Source: IMF (April 2025): Fiscal Monitor - Fiscal Policy under Uncertainty (p. 4), see: Fiscal Monitor: Fiscal Policy under Uncertainty.



https://www.imf.org/en/Publications/FM/Issues/2025/04/23/fiscal-monitor-April-2025
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Defence spending in the EU: ,,good
old days“ long gone
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Source: DataBank World Bank Group (2025); see: World Development Indicators | DataBank. 8

Note: data from SIPRI are derived from the NATO definition, which includes all current and capital expenditures on the armed forces, including peacekeeping forces.


https://databank.worldbank.org/source/world-development-indicators
https://databank.worldbank.org/source/world-development-indicators
https://databank.worldbank.org/source/world-development-indicators
https://databank.worldbank.org/source/world-development-indicators
https://databank.worldbank.org/source/world-development-indicators

Tell me, where the money is?

Development of GDP and spending categories for European NATO since 1990
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Source: Dorn, Potrafke, Schlepper (2024): European Defence Spending in 2024 and Beyond: How to Provide Security in an Economically Challenging Environment (p.19); see:
European Defence Spending in 2024 and Beyond.
Note: price-adjusted for 2023 prices, GDP-weighted average for NATO members joining before 1990.



https://www.ifo.de/DocDL/EconPol-PolicyReport_45_European_Defence_Spending.pdf
https://www.ifo.de/DocDL/EconPol-PolicyReport_45_European_Defence_Spending.pdf
https://www.ifo.de/DocDL/EconPol-PolicyReport_45_European_Defence_Spending.pdf

Annualised average peace dividend and
equipment investment deficit since 1990
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Source: Dorn, Potrafke, Schlepper (2024): European Defence Spending in 2024 and Beyond: How to Provide Security in an Economically Challenging Environment (p.8); see: European

Defence Spending in 2024 and Beyond.

Note: adjusted to 2023 price-level, Analysis starts with first year of NATO membership for each country. Peace dividend is calculated relative to the NATO 2%-target. Equipment investment 10
deficit is relative to the 20%-rule in combination with the 2%-target. The 20%-rule states that at least 20 percent of defence spending is supposed to be used for major equipment spending.



https://www.ifo.de/DocDL/EconPol-PolicyReport_45_European_Defence_Spending.pdf
https://www.ifo.de/DocDL/EconPol-PolicyReport_45_European_Defence_Spending.pdf
https://www.ifo.de/DocDL/EconPol-PolicyReport_45_European_Defence_Spending.pdf

Danger ahead?

1. (Not only) the EU faces many challenges, such as...
* ...higher defence spending...
* ...energy transition (decarbonization), etc.

2. These challenges are reflected in public finances:
« EU budget (MFF) and its atomization
« Around the world (higher public debt and interest costs)
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All EU countries are equal, but some are
more equal than others...

Gross value added (industry, except construction) Energy intensity of GDP (2015 prices)
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Source: Eurostat (2025), left graph:Gross value added and income by main industry (NACE Rev.2 ), data sorted in descending order by values for 2024; right graph: [nrg_ind_ei] Energy 12

intensity, data sorted in descending order by values for 2023, data available for Malta only since 2000.


https://ec.europa.eu/eurostat/databrowser/view/nama_10_a10__custom_17973113/default/table
https://ec.europa.eu/eurostat/databrowser/view/nrg_ind_ei__custom_17973121/default/table
https://ec.europa.eu/eurostat/databrowser/view/nrg_ind_ei__custom_17973121/default/table
https://ec.europa.eu/eurostat/databrowser/view/nrg_ind_ei__custom_17973121/default/table
https://ec.europa.eu/eurostat/databrowser/view/nrg_ind_ei__custom_17973121/default/table
https://ec.europa.eu/eurostat/databrowser/view/nrg_ind_ei__custom_17973121/default/table

...not only now, but also in the future.

Climate Spending Pressures 2050
(Percent of GDP)
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Source: Eble et al. (2025): Long-Term Spending Pressures in Europe (p. 11); see: Long-Term Spending Pressures in Europe.

Note: annual spending pressures beyond baseline. Advanced Europe: Austria, Belgium, Cyprus, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, ltaly, Luxembourg, Malta, the
Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, United Kingdom. CESEE: Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia,
Lithuania, Moldova, Montenegro, North Macedonia, Poland, Romania, Serbia, Slovakia, Slovenia.
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https://www.imf.org/en/Publications/Departmental-Papers-Policy-Papers/Issues/2025/03/13/Long-Term-Spending-Pressures-in-Europe-559431
https://www.imf.org/en/Publications/Departmental-Papers-Policy-Papers/Issues/2025/03/13/Long-Term-Spending-Pressures-in-Europe-559431
https://www.imf.org/en/Publications/Departmental-Papers-Policy-Papers/Issues/2025/03/13/Long-Term-Spending-Pressures-in-Europe-559431

Danger ahead?

1. (Not only) the EU faces
many challenges, such as...
* ...higher defence spending...

* ...energy transition
(decarbonization), etc.

2. These challenges are
reflected in public
finances:

 EU budget (MFF) and its
atomization

Source: Atomium

14


https://www.atomium.be/home/Index

EU budget — spending: More and more complex...

MFF 2021-2027
MFF 2000-2006 MFF 2007-2013 MFF 2014-2020
(only 2021-2024)

15
Source: European Commission (2025), see: https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/2021-2027/spending-and-revenue_en



...Wwhich is reflected in the (temporary?) increase in
expenditure...
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Source: Busse et al. (2025): Making the EU’s Multiannual Financial Framework Fit for Purpose (p. 6), see: Making the EU’s Multiannual Financial Framework Fit for Purpose. MFF 16
2028-2034 proposal: eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570



https://www.imf.org/en/publications/wp/issues/2025/06/13/making-the-eus-multiannual-financial-framework-fit-for-purpose-567728
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570
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https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52025DC0570

...and (permanent?) changes in the structure and
priorities of the budget.

Share of the main policy areas in the Multiannual Financial Frameworks:
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Source: European Commission (2025), see: https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/2021-2027/whats-new_en
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MFF 2021-2027: spending

Single Market, Innovation and Digital
1495 (+11.5 from NGEU)

Cohesion, Resilience and Values
4267 (+776.5 from NGEU)

Natural Resources and Environment
401 (+ 189 from NGEU)

Migration and Border Management

257 €2.018

Security and Defence

75 trillion

Neighbourhood and the World //
1106

European Public Administration
825

Total: €2.018 trillion

All amounts are in EUR billion, in current prices, as of November 2020. 18

Source: European Commission (2025), see: https://commission.europa.eu/strategy-and-policy/eu-budget/motion/today en




MFF 2028-2034: spending

European Competitiveness Fund
finct Herzon Europel, innovation Fund of EUR 41 bn not
included
409
21 %

National and Regional
Partnership Plans

From 52 to 16 programmes
Simpler for beneficiaries
Results oriented

More agile

All amounts in EUR billion, current prices, adjusted with 2% deflator.
*Also includes Administration and decentralised agencies.

EUR 2 trillion

Erasmus+
& AgoraEU

Global
Europe

* Connecting Europe Facility

= Civil Protection And Health

= S5ingle Market and Customs Programme
Other* - Euratom Research & Training

295 * Common Foreign and Security Policy
15 % = Justice

* Nuclear Safety Cooperation
and Decommissioning

= Association of Overseas Countries
and Territories (incl. Greenland)

= Pericles

NextGenerationEU
repayment

19

Source: European Commission (2025): Europe’s budget — An ambitious budget for a stronger Europe 2028-2034, see: https://data.europa.eu/doi/10.2761/3758793



https://data.europa.eu/doi/10.2761/3758793

EU budget revenue maimi NGEU
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Source: European Commission (2025), see: https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/2021-2027/spending-and-revenue_en




EU budget revenue — new own resources MFF 2028-
20347

ETS 1

CBAM . Adjustment to current own revenues
Reduction of the collection costs to 10% for
traditional own resources.
Inflation adjustement of the call rate for the
non-recycled plastic packaging waste own
resource.
Ensuring transparency: no correction
mechanisms to own resources.

 EU Emissions Trading System (ETS)
» Carbon border adjustement mechanism
(CBAM)
E-Waste Non-collected e-waste
Tobacco Excise Duty Own Resource
(TEDORY):
Corporate Resource for Europe
(CORE)

9.6

Adjustments
to current OR

14.3 EUR
58.2 billion
per year
(2025 prices)

CORE

TEDOR

21
Source: European Commission (2025): Europe's budget — Own resources, see: https://data.europa.eu/doi/10.2761/3737467



https://data.europa.eu/doi/10.2761/3737467

Thank you for your attention

mojmir.hampl@unrr.cz

@S The Czech
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