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 relaxation of collateral rules: acceptance of government bonds as 
collateral in monetary policy operations even despite rating 
downgrades

 LTRO and TLTRO: longer-term refinancing operations and 
targeted LTROs (since 2014)

 purchases of assets (including sovereign bonds) on secondary 
markets

- Securities Market Programme (2010-2012)

- Outright Monetary Transactions (from 2012), potentially 
unlimited but never actually used. Relative success: the mere 
possibility of applying the OMT programme contributed to a 
drop in sovereign bond yields in 2012

 extremely low interest rates, from June 2014 negative deposit 
rate

 problem of the transmission mechanism („pushing on a string”)



 provision of liquidity to solvent financial institutions facing 
temporary liquidity problems

 measure not included in the single monetary policy

 legal basis: Art. 14.4 of the ESCB Statute → initiative of 
national central banks. The ECB Governing Council can 
restrict the ELA operations if they interfere with the 
objectives and tasks of the Eurosystem 

 legal limits: ELA cannot be provided in case of insolvency 
of banks

→ in case of Cyprus in 2013 and Greece in 2015: the 
Eurosystem was only able to maintain ELA as long as bail-
out negotiations with the EU were ongoing, as the solvency 
of the state was a precondition for the solvency of the 
banks. A break-down of the negotiations would mean 

actual insolvency of the banking system.



 announced on 22 January 2015, started in March 2015

http://www.ecb.europa.eu/press/pressconf/2015/html/is150122.en.html

 described as „QE” in the media

 Various types of assets included:

- covered bond purchase programme (CBPP3)

- asset-backed securities purchase programme (ABSPP)

- public sector purchase programme (PSPP)

- corporate sector purchase programme (CSPP)

 amount: initially €60 bn monthly, increased to €80 bn from Apr 2016 to 
Mar 2017, cut back to €60 bn from Apr 2017, €30 bn from Jan 
2018, €15 bn from Oct 2018 till Dec 2018; restarted from Nov 2019 
with €20 bn monthly

 duration initially announced in Jan 2015: „until at least September 2016 
and in any case until the Governing Council sees a sustained adjustment 
in the path of inflation that is consistent with its aim of achieving 
inflation rates below, but close to, 2% over the medium term”

 After several subsequent extensions the program ended after December
2018 but was re-started from 1 November 2019

http://www.ecb.europa.eu/press/pressconf/2015/html/is150122.en.html


 „tapering” – gradual decrease of the QE: average monthly net 
asset purchases decreased from €60 bn to €30 bn from Jan 
2018 and to €15 bn from Oct 2018 till Dec 2018

 Ended by the end of Dec 2018 (see ECB press release of 13 
Sep 2018: 
https://www.ecb.europa.eu/press/pr/date/2018/html/ecb.m
p180913.en.html )

 cumulative net asset purchases under the APP 
exceeded €2500 bn

 after the end of the program the Eurosystem „fully reinvested 
the principal payments from maturing securities held in the 
APP portfolios. The Governing Council aimed to maintain the 
size of its cumulative net purchases under each constituent 
programme of the APP at their respective levels as at the end 
of December 2018” --> the expanded monetary base was 
maintained.

https://www.ecb.europa.eu/press/pr/date/2018/html/ecb.mp180913.en.html


 From 1 November 2019 the APP was re-started with net 
purchases of €20 bn monthly and is intended „to run for as 
long as necessary to reinforce the accommodative impact of 
[the ECB] policy rates, and to end shortly before [the GovC]
starts raising the key ECB interest rates”: see
https://www.ecb.europa.eu/press/pr/date/2019/html/ecb.m
p190912~08de50b4d2.en.html

 A ‚temporary envelope’ of additional net asset purchases of 
€120 bn has been added in March 2020 until end of 2020.

 By end Nov 2021 cumulative net asset purchases under the 
APP exceeded €3270 bn

 For general description see: 
https://www.ecb.europa.eu/mopo/implement/app/html/inde
x.en.html

 To be distinguished from the ECB’s Pandemic Asset Purchase Programme, 
launched in 2020 (see next presentation)

https://www.ecb.europa.eu/press/pr/date/2019/html/ecb.mp190912~08de50b4d2.en.html
https://www.ecb.europa.eu/mopo/implement/app/html/index.en.html


 „Aimed at fulfilling the ECB’s price stability 
mandate, … to address the risks of a too prolonged 
period of low inflation.”

 „situation in which most indicators of actual and 
expected inflation in the euro area had drifted 
towards their historical lows”

 potential second-round effects on wage and price-
setting (→ result of expectations)

 „forceful monetary policy response” needed

 context: key ECB interest rates were already at their 
lower bound (→ „pushing on a string”)



 capital controls in Cyprus (2013) and Greece (since July 
2015):

- bank holiday in the initial phase

- limits on cash withdrawals

- limits on transfers abroad

- limits on cross-border payments

 purpose: avoiding bank runs and capital flight

 legal aspects: compatibility with the free movement of 
capital in the EU (Art. 26(2) and Art. 63 TFEU)?

 public policy and security exception (Art. 65(1)(b) TFEU): 
„The provisions of Article 63 shall be without prejudice to 
the right of Member States (…) to take measures which are 
justified on grounds of public policy or public security” 



 bail-out loans to troubled Member States by the EU and the IMF

 austerity measures taken within the framework of EU/IMF 
programmes (supervision by the ‘Troika’ of Commission, ECB and 
IMF representatives)

 institutional framework:

- EFSF (European Financial Stability Facility): a special purpose vehicle 
incorporated as a company, capacity to raise up to 440 bn EUR 
(guaranteed by Member States govts)

- EFSM (European Financial Stabilisation Mechanism): mechanism 
established by Commission, capacity to raise up to 60 bn EUR

- European Stability Mechanism (ESM): a permanent mechanism 
initiated in Oct 2012, capacity of 500 bn EUR, based on the separate 
ESM Treaty

- IMF involvement

Any new bailouts would be covered by the ESM, while the EFSF and the 
EFSM would continue to handle previous bailouts. The ESM has 
already been involved in Spanish (2012/13), Cypriot (2013) and 
Greek (2015) programmes.



 „no bail-out” clause of the Treaty – Art. 125 TFEU: no liability and no 
assumption of commitments of the public sector entities

- of any Member State by the Union

- of any Member State by another Member State

 Union financial assistance allowed under Art. 122(2) TFEU if a 
Member State is in difficulties or is seriously threatened with severe 
difficulties caused by natural disasters or exceptional occurrences 
beyond its control

 2011: Council Decision 2011/199/EU of 25 March 2011 introduces 
new Art. 136(3) TFEU: „The Member States whose currency is the 
euro may establish a stability mechanism to be activated if 
indispensable to safeguard the stability of the euro area as a whole. 
The granting of any required financial assistance under the 
mechanism will be made subject to strict conditionality”

 Treaty establishing the European Stability Mechanism (ESM Treaty) –
signed on 2 February 2012, took effect on 27 September 2012, 
before amended Art. 136(3) TFEU entered into force



 adding a fiscal union to the monetary union?

 Treaty on Stability, Coordination and Governance in the 
Economic and Monetary Union (European Fiscal Compact), 
signed in March 2012

 an extension to the Stability and Growth Pact by more
detailed rules on budget discipline:

- balanced budget rule – general budget deficit up to 3% of the 
GDP, structural deficit not exceeding an objective set for each
country at up to 0.5% or 1% of the GDP

- „debt brake” – obligation to reduce budget deficits by 
Member States with public debt exceeding 60% of the GDP

- correction mechanisms to move towards the deficit objective

- coordination of economic policies

 ratified by all Member States (lastly by Czech Republic in 
2019), fully applicable to the euro-area MS, applicable in 
varying degree to non euro-area MS



 European Systemic Risk Board (ESRB): 
hosted by the ECB, tasked with systemic 
oversight of the EU financial sector, 
established in Dec 2010

 European Supervisory Authorities (ESAs): 
ESMA, EBA and EIOPA (from 2011) –
enhanced cooperation between national 
financial supervisors

 further harmonisation of financial 
supervision → banking union



 Single Supervisory Mechanism (SSM), new role of the ECB 
as the central prudential supervisor of larger credit
institutions of euro area Member States. Started operation
in November 2014. National supervisors remain
responsible for remaining credit institutions. Non euro 
area Member States can join the SSM on voluntary basis by 
the ‚close cooperation’ arrangement (Croatia and Bulgaria
joined in 2020).

 Single Resolution Mechanism (SRM), common system of 
managing bank failures and orderly banking resolution in 
the EU. Composed of a Single Resolution Fund (SRF) and 
the Single Resolution Board (SRB). Launched on 1.1.2016.

 proposed European Deposit Insurance Scheme
(Commission proposal of 24.11.2015, COM/2015/0586 
final)



 Applicable in all EU Member States

 common financial regulatory framework – a set of 
legal acts covering main aspects of activities of 
credit institutions in the EU:

- Capital Requirements Regulation and 
Directive (CRD IV; Regulation (EU) No 575/2013 of 
26 June 2013; Directive 2013/36/EU of 26 June 
2013), implementing the Basel III capital 
requirements;

- Deposit Guarantee Scheme Directive (DGSD; 
Directive 2014/49/EU of 16 April 2014);

- Bank Recovery and Resolution Directive (BRRD; 
Directive 2014/59/EU of 15 May 2014).



 Banking union – basic information on the Commission website: 
https://ec.europa.eu/info/business-economy-euro/banking-and-
finance/banking-union_en

 Free movement of capital – legal basis: 
https://ec.europa.eu/info/business-economy-euro/banking-and-
finance/financial-markets/capital-movements_en

 ECB expanded asset purchase programme: 
https://www.ecb.europa.eu/mopo/implement/app/html/index.en.ht
ml

 ECB press releases (see the respective dates of decisions related to 
the expanded asset purchase programme): 
https://www.ecb.europa.eu/press/pr/html/index.en.html

 SSM website: 
https://www.bankingsupervision.europa.eu/about/thessm/html/ind
ex.en.html

 SRB website: https://srb.europa.eu/en

https://ec.europa.eu/info/business-economy-euro/banking-and-finance/banking-union_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/financial-markets/capital-movements_en
https://www.ecb.europa.eu/mopo/implement/app/html/index.en.html
https://www.ecb.europa.eu/press/pr/html/index.en.html
https://www.bankingsupervision.europa.eu/about/thessm/html/index.en.html
https://srb.europa.eu/en


 ECB Legal Conference 2015: From Monetary 
Union to Banking Union, on the way to Capital 
Markets Union. New opportunities for 
European integration, 1-2 September 2015

 http://www.ecb.europa.eu/pub/pdf/other/fr
ommonetaryuniontobankingunion201512.en.
pdf

http://www.ecb.europa.eu/pub/pdf/other/frommonetaryuniontobankingunion201512.en.pdf

