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The Maastricht Criteria

1. Price stability (Inflation) (average of best 3 + 
1.5%)

 
2. Fiscal Prudence – annual deficit (max. 3%)
 
3. Fiscal Prudence – total dept (max. 60%)
 
4. EMS Membership (EuroSnake) 
 
5. Interest-Rate Convergence (average of best 

3 for inflation + 2.5%)





Maastricht Criteria (UK)

1. Price stability (Inflation)
2013:  2.6 ( > 2.5% ) Fail

2. Fiscal Prudence – annual deficit
        2013: - 6.3 ( >3%) OK! Fail
3. Fiscal Prudence – total dept
        2013: 90% ( >60% ) Fail
4. EMS Membership 
NO, they were member from 1990 to 1992. Fail
5. Interest-Rate Convergence
– 2013: 1.7 ( < 4.8% ) OK!



Why did the UK drop out of the 
ERM?

• ERM: Exchange Rate Mechanism
• Designed to minimise exchange rate 

variability and achieve monetary stability. 
• UK wanted to attain economic stability and 

low inflation.
• Black Wednesday:
– 16th January 1992
– UK government increased interest rates to 

increase the value of the pound
– Failed to keep the pound above the allowed level, 

and were forced to leave the ERM



 

Black Wednesday, UK, 1992

UK was in the ERM (European Rate Mechanism)

George Soros made £1bn

Bank of England lost £3.3bn

Could have made a £2.4bn profit by keeping foreign currency reserves



Advantages and Disadvantages of 
Adopting a Single Currency



The Advantages



Advantages continued



The Disadvantages



UK government and public opinion
Government
• Why did the UK drop out of the ERM?
• Under what conditions will the UK 

government adopt the euro?

Public opinion
• The pound is a symbol of UK sovereignty
• Does the UK public want to adopt the euro?
• Does the UK public want to be part of the 

EU?



The five tests for the adopting the 
euro

1. Convergence with eurozone
2. Enough flexibility to adapt
3. Impact on foreign investment
4. Impact on financial services
5. Impact on jobs



The pound a symbol of national 
sovereignty

• World’s oldest currency 
still in use. 

• Dates back to around 
1300

• The first international 
base currency

• A historically strong 
currency



Source: 
moneysavingexpert.com
October 2009



Poll conducted by ComRes in March 2009 (1004 voters)



Poll conducted by ComRes in March 2009 (1004 voters)



Source: The UK & The European Union Report – ICM Research (2002)
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