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BACKGROUND 
In December 2015 the European Central Bank (ECB) 
announced a further expansion of its asset purchase 
programme (EAPP). The expanded EAPP provides for a 
six months prolongation of the duration (initially 
foreseen for the period March 2015 - September 2016), 
an inclusion of certain securities issued by regional and 
local governments in the list of eligible assets and 
cutting the deposit facility rate by 10bp i.e. to - 0.30%. 
 
Further the ECB expressed willingness to adopt, if 
necessary, additional measures related the EAPP in 
order to maintain an appropriate degree of 
monetary accommodation. Different options are 
feasible, including the increase in the amount of 
monthly asset purchases, currently set at EUR 60 billion 
per month. This may, however, revive the criticism to 
the ECB for not complying with its mandate and  taking 
on the quasi-fiscal role via the loosening of financing 
conditions on government debts. While the exit from a 
quantitative easing (QE) programme is also a challenge, 
there is also the risk of continuously expand it , when 
not effective and to cross the line beyond which the 
credibility of the central bank is at stake. 
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Which range of policy instruments is available to the ECB to enhance the effectiveness of the EAPP? 
Which are the concrete limits in terms of size, duration and composition of a further expansion of the 
asset purchases? The experience of Japan has shown that even a bond purchase at a very large scale is not a 
guarantee of success for lifting inflation. Would the adoption of additional unconventional monetary policy 
measures put the credibility of the ECB at stake?  
 
For its February 2016 session of the Monetary Dialogue, the Committee on Economic and Monetary 
Affairs (ECON) of the European Parliament requested five assessments on these topics from key 
monetary experts. The papers have been prepared by the Policy Department A and are, together with the text 
of the hearing between ECON and the ECB President, available in the relevant section (Monetary Dialogue) of 
the ECON internet website.   

 

https://www.ecb.europa.eu/press/pr/date/2015/html/pr151203.en.html
https://www.ecb.europa.eu/press/pr/date/2015/html/pr151203.en.html
mailto:poldep-economy-science@ep.europa.eu
http://www.europarl.europa.eu/committees/en/econ/monetary-dialogue.html
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  In-Depth Analysis on 'QE infinity: What risks for the ECB?’ by Daniel Gros (Centre for 
European Policy Studies) 
There does not seem to be any major technical hurdles to a moderate expansion of the bond purchase 
programme of the ECB. But the ECB’s claim that its QE programme is open-ended and can simply be 
continued until inflation picks up again is not credible. Monetary policy is no longer unified in the euro area 
since the national central banks within the eurosystem are buying different maturities of their own 
government bonds. Moreover, the unavoidable fiscal implications of a bond-buying programme will also play 
out at the national level, potentially leading to deep conflicts of interest within the eurosystem if the exit were 
to coincide with a resurgence of risk premia. The risks are thus increasing. But they are long term and 
intangible in nature.  
 

  In-Depth Analysis on 'Limits in terms of eligible collateral and policy risks of an extension 
of the ECB’s quantitative easing programme' by Jens Boysen-Hogrefe, Salomon Fiedler, Nils 
Jannsen, Stefan Kooths and Stefan Reitz (Kiel Institute for the World Economy) 
By expanding the EAPP the ECB intends to increase the dosage of its QE policies. The paper inspects the 
availability of eligible assets in euro area securities markets under the adjusted criteria and analyse the 
effectiveness of QE policies in the current economic environment. It  also explores whether the effectiveness 
of monetary policy interventions could be enhanced. While the effectiveness of QE currently seems to be 
rather limited, the policy risks of QE are increasing. These risks include risks for the independence and 
credibility of the ECB, increasing systemic risks, and risks to lower incentives for structural reforms. 
  

  In-Depth Analysis on 'Policy options and risks of an extension of the ECB’s quantitative 
easing programme: An analysis' by Eddie Gerba and Corrado Macchiarelli (London School of 
Economics) 
During the press conference on 3 December 2015, president Mario Draghi reiterated the readiness of the ECB 
to adopt additional measures in order to maintain an appropriate degree of monetary accommodation. 
Different options are available, including the increase in the amount of monthly purchases of assets, currently 
set at EUR 60 billion per month. However, there are risks involved in extending these asset purchase 
operations, including the renewed criticism against the ECB for not complying with its mandate and entering 
the fiscal financing territory. This paper reviews the available unconventional monetary policy options for the 
ECB and considers the potential risks involved with each. It also briefly discusses key credibility issues that ECB 
might eventually face. 
 

  In-Depth Analysis on 'European Central Bank quantitative easing: Limits and risks' by 
Grégory Claeys, Research Fellow (Bruegel) and Álvaro Leandro Fernandez-Gil, Research 
Assistant (Bruegel) 
Since the launch in January 2015, the ECB has made a number of significant changes to the original 
guidelines of its QE programme. These changes are welcome because the original guidelines would have 
rapidly constrained the programme’s implementation. The changes announced during 2015 expand the 
universe of purchasable assets and give some flexibility to the ECB in the execution of its programme. 
However, this might not be enough to sustain QE throughout 2017, or if the ECB wishes to increase the 
monthly amount of purchases in order to provide the necessary monetary stimulus to the euro area to bring 
inflation back to 2%. To increase the programme’s flexibility, the ECB could further alter the composition of its 
purchases, by waiving the issue limit for AAA-rated bonds, by making other securities eligible for purchase, 
such as corporate or senior uncovered bank bonds, or by adjusting the distribution of purchases by country. 
The extension of the QE programme also raises some legitimate questions about its potential adverse 
consequences. In our view, the benefits of this policy still outweigh its potential negative implications for 
financial stability or for inequality. The fear that the ECB’s credibility will be undermined solely because of its 
QE programme also seems to be largely unfounded. On the contrary, the primary risk to the ECB’s credibility is 
the risk of not reaching its 2% inflation target, which could lead to expectations becoming disanchored. 

http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/333c07ed-671f-41b8-b799-2ec64b2c4ee4/CEPS_%20FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/333c07ed-671f-41b8-b799-2ec64b2c4ee4/CEPS_%20FINAL.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/04df92cd-b266-476b-b4e7-f0b93efc810e/KIEL_FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/04df92cd-b266-476b-b4e7-f0b93efc810e/KIEL_FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/04df92cd-b266-476b-b4e7-f0b93efc810e/KIEL_FINAL.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/13dbe43d-4764-4c54-9fe1-b2d6ac8ae01f/LSE_FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/13dbe43d-4764-4c54-9fe1-b2d6ac8ae01f/LSE_FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/13dbe43d-4764-4c54-9fe1-b2d6ac8ae01f/LSE_FINAL.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/310a225d-c620-48d0-ab81-1cf2ffa33a35/BRUEGEL_FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/310a225d-c620-48d0-ab81-1cf2ffa33a35/BRUEGEL_FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/310a225d-c620-48d0-ab81-1cf2ffa33a35/BRUEGEL_FINAL.pdf
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  In-Depth Analysis on 'Rooms for extension of the ECB’s quantitative easing programme ' 
by Christophe Blot (OFCE), Jérôme Creel (OFCE & ESCP Europe) and Paul Hubert (OFCE) 
The announcement of an extension of the QE until March 2017, at least, has cast doubts on the strength of 
the euro area recovery and it has raised concerns about the credibility of the ECB. In this contribution, we 
argue that the current design of QE prevents unlimited monetary accommodation and, meanwhile, it may 
reduce the effectiveness of QE. Extending QE again through a modification in its design is thus possible. It will 
be effective provided governments and the ECB are able to cooperate. 

 
 

 

 

How large is the exposure of the ECB to sovereign assets?  
As shown on the table below, in 2015, the ECB held 5.7% of gross public debt issued by euro area 
governments. Since the start of the European asset purchase programme  in March 2015, the ECB has 
become an important actor in the market for public debt. The ECB exposure to sovereign would become even 
more significant with the further expansion of the purchase programme announced in December 2015.  
 
The proportion of debt held by the ECB, though on an upward trend, remains relatively limited in comparison 
with public debt holdings by other central banks like the US Federal Reserve, the Bank of England and the 
Bank of Japan. Indeed, the ECB would hold a smaller share (11.1 %) of total debt in 2017 than the Federal 
Reserve at the end of 2015, with its holdings of 13.5% of US public debt. The £375bn held by the Bank of 
England represented 22.5% of total debt issued by the British State. By the end of 2015, the Bank of Japan was 
holding more than a quarter of Japanese total public debt. 

 
Gross public debt and ECB holdings of sovereign assets 

  
Gross public 
debt (2015) 

billion, 
national 
currency 

Central bank 
holdings 

(31.12.2015), 
billions 

national 
currency* 

Central banks 
holdings 

(31.12.2015) 
as % of gross 
public debt* 

Central banks 
holdings 

(PSPP+SMP) 
(31.12.2015) 
as % of gross 
public debt  

Planned ECB 
holdings 

(31.03.2017) 
billion euro * 

Planned ECB 
holdings 

(31.12.2017) 
as % of gross 
public debt* 

Belgium 437.7 15.9 (3.7) 3.6 3.6 39.7 9.1 
Germany 2156.8 115.6 (26.6) 5.4 5.4 289.1 13.4 
Estonia 2.1 0.0 (0.0) 0.0 0.0 0.0 0.0 
Ireland 203.7 7.6 (1.7) 3.7 7.6 19.0 9.3 
Greece 337.3 0.0 (0.0) 0.0 4.6 0.0 0.0 
Spain 1087.3 56.8 (13.1) 5.2 7.5 142.0 13.1 
France 2098.9 91.8 (21.1) 4.4 4.4 229.4 10.9 
Italy 2174.4 79.2 (18.2) 3.6 6.5 198.0 9.1 
Cyprus 18.5 0.3 (0.1) 1.5 1.5 0.7 3.8 
Latvia 9.4 0.7 0.2) 7.3 7.3 1.7 18.2 
Lithuania 15.8 1.1 (0.3) 7.0 7.0 2.8 17.5 
Luxembourg 11.2 1.1 (0.3) 9.9 9.9 2.8 24.8 
Malta 5.6 0.3 (0.1) 5.1 5.1 0.7 12.6 
Netherlands 467.9 25.6 (5.9) 5.5 5.5 64.0 13.7 
Austria 291.2 12.6 (2.9) 4.3 4.3 31.6 10.9 
Portugal 229.0 11.2 (2.6) 4.9 10.2 28.1 12.3 
Slovenia 32.4 2.2 (0.5) 6.9 6.9 5.6 17.2 
Slovakia 41.2 4.6 (1.1) 11.2 11.2 11.6 28.0 
Finland 130.3 8.1 (1.9) 6.2 6.2 20.2 15.5 
Euro area 9758.4 434.8 (100.0) 4.5 5.7 1086.9 11.1 
Supranationals  60.1   150.26  
UK 1664.8 375.0 22.5    
United States 18189.0 2462.0 13.5    
Japan 1197146 325001.9 27.1    

*: PSPP only for the ECB; % of total sovereign purchases in brackets; 
Sources: ECB, European Commission, OFCE. 

 
 
  

http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/STUD/2015/563451/IPOL_STU(2015)563451_EN.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/fc29cce1-2aa7-4d9e-b8d2-8d390655fd0e/OFCE_FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/fc29cce1-2aa7-4d9e-b8d2-8d390655fd0e/OFCE_FINAL.pdf
https://polcms.secure.europarl.europa.eu/cmsdata/upload/fc29cce1-2aa7-4d9e-b8d2-8d390655fd0e/OFCE_FINAL.pdf
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POLICY DEPARTMENTS 
The five policy departments are responsible for providing - 
both in-house and external - high-level independent 
expertise, analysis and policy advice at the request of 
committees and other parliamentary bodies. They are 
closely involved in the work of committees which they 
support in shaping legislation on and exercising 
democratic scrutiny over EU policies. Policy departments 
deliver policy analysis in a wide variety of formats, ranging 
from studies and in-depth analyses to briefings and the 
Fact Sheets on the EU. This written output serves a variety 
of purposes by feeding directly into the legislative work of 
a specific committee or serving as a briefing for 
delegations of members. 
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MONTHLY HIGHLIGHTS 
The Monthly highlights provide an overview, at 
a glance, of the on-going work of the policy 
departments, including a selection of the 
latest and forthcoming publications, and a list 
of future events. To receive this publication 
send an email to:   

Ep-policydepartments@ep.europa.eu 

 

SUPPORTING ANALYSES 
Access all Studies, In-depth analyses, Briefings 
and At a glance notes produced 
by the Policy Departments.  
                                               
 All publications: 
www.europarl.europa.eu/supporting-
analyses 
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