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Briefing

The ECB’s corporate sector purchase programme:
Normal or exceptional monetary policy tool?

In March 2016, the Governing Council of the ECB announced the Corporate Sector Purchase
Programme (CSPP), enabling the direct purchase by the Eurosystem of investment grade euro-
denominated bonds in the primary and secondary markets issued by non-bank corporations
domiciled in the euro area. Since 8 June 2016 (starting date of the purchases), the ECB has
accumulated approximately EUR 100bn in CSPP holdings (or about 3% of the Eurosystem’s
balance sheet). CSPP purchases are conducted by six national central banks, which follow
operating guidelines and are coordinated by the ECB.

The ECB opted for direct corporate bond purchases in order to “strengthen the pass-through of
[its] asset purchases to the financing conditions of the real economy.” CSPP has contributed to
significantly lower yields on corporate bonds and to the increase of the issuance volumes, in a
context in which the banking system has frequently been unable to adequately provide credit to
the real economy despite the low interest environment. Meanwhile, as a consequence of the
CSPP, investors are rebalancing their portfolios towards more risky non-eligible assets.
Ultimately, the impact of CSPP on investment and job creation will depend on how corporates
will make use of the borrowed funds, since no conditionality is attached to the purchases of
corporate bonds on the part of the ECB.

CSPP, although a new monetary policy instrument for the Eurosystem, is not a global innovation,
as other central banks have resorted to similar initiatives since the onset of the financial crisis in
2008. CSPP, like other non-standard monetary policy instruments adopted by the ECB, have
undoubtedly helped preserve the smooth functioning of the transmission mechanism of monetary
policy in the euro area.

Nonetheless, CSPP also poses challenges. For instance, national central banks have been
criticised in the past for not being sufficiently transparent in their CSPP operations, an issue
later partially addressed by adopting a common reporting format. The CSPP has also been
criticised that its purchases are favouring some large corporate bond issuers over others, while
other companies (SMEs in particular) are not directly benefitting from such an instrument.
Furthermore, the continuation of the CSPP programme for an extended period may increase the
risks of bubbles in the corporate bond market. So far, the ECB has not yet indicated the CSPP’s
lifespan, so that it remains unclear whether it will serve as a permanent monetary policy
instrument or come to an end in parallel with the exiting from the extended Asset Purchase
Programme (APP), of which it forms part.

https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
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1. CSPP as an additional component to the APP
At the beginning of 2016, the ECB was confronted with a euro area economy facing strong
deflationary pressures and sluggish growth. Furthermore, despite considerable reforms to enhance
the resilience of the banking sector, distressed balance sheets constrained credit provision to
households and non-financial corporations. In this context the ECB was prompted to adopt new
stimulus measures, just one year after the launch of the extended Asset Purchase Programme
(APP)

At the ECB Governing Council meeting of 10 March 2016, a package of different instruments was
announced in order to further ease financing conditions, stimulate new credit provision and
accelerate the return of inflation to medium-term levels below, but close to, 2%. The package
included the Corporate Sector Purchase Programme (CSPP) which enables the ECB to purchase
investment-grade1 euro denominated bonds issued by non-bank corporations established in the
euro area. As stated by ECB President Mario Draghi at the press conference “[....] We decided to
include investment-grade euro-denominated bonds issued by non-bank corporations established
in the euro area in the list of assets that are eligible for regular purchases under a new corporate
sector purchase programme. This will further strengthen the pass-through of our asset purchases
to the financing conditions of the real economy. Purchases under the new programme will start
towards the end of the second quarter of this year.”
The CSPP is part of the APP whose operations started in March 2015 at the monthly pace of EUR
60 billion (temporarily increased to EUR 80 billion from April 2016 till March 2017) and which
is scheduled to run at least until December 2017. Under the APP, the ECB has been purchasing
public sector bonds from euro area sovereigns, international or supranational institutions located
in the euro area, as well as covered bonds and asset-backed securities. With the addition of the
CSPP, the ECB extended the scope of eligible securities under the APP to best-rated bonds issued
by the non-financial corporations in the primary and secondary markets. This contrasts with the
Public Sector Purchase Programme (PSPP), which only permits the purchase of bonds in the
secondary market due to the prohibition of monetary financing of governments.

2. What is the rationale of the CSPP?

2.1 Improving financing conditions for non-financial corporations

In the early months of 2016, the ECB concluded that the effectiveness of its monetary policy was
impaired by weaknesses in the transmission channels. These weaknesses - a legacy of the financial
crisis - stemmed from structural factors affecting the ability of the banking sector to provide credit
to the economy. They included weak bank profitability, ongoing efforts to restructure banks’
balance sheets, a high burden of non-performing loans in some Member States and increased costs
for credit provision as a result of a tightened banking regulation. The annual growth rate of bank
loans to non-financial corporations had been negative from early 2012 until late 2015, despite
nominal rates being close to zero and the sizeable increase in the amount of central bank
refinancing. In effect, non-financial corporations, which are the key drivers for investment and
employment (and thus growth), frequently found it difficult to secure financing from banks.

With the banking sector’s credit provisioning compromised, the ECB endeavored to find a
supplementary way for its monetary policy to support the real economy in order to preserve price
stability in line with its mandate.

In this vein, the CSPP operated on two levels. On a direct level, by purchasing investment grade
corporate bonds, the programme provides financing to large euro area businesses. On an indirect
level, it gives banks leeway for additional financing to small and medium-sized enterprises (SMEs)

1 A bond is considered investment grade if its credit rating is BBB- or higher.

https://www.ecb.europa.eu/mopo/implement/omt/html/index.en.html
https://www.ecb.europa.eu/mopo/implement/omt/html/index.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
https://www.ecb.europa.eu/press/pr/date/2016/html/pr160421_1.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
https://www.ecb.europa.eu/press/pressconf/2016/html/is160310.en.html
http://bruegel.org/2016/06/the-effectiveness-of-the-european-central-banks-asset-purchase-programme/
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- which usually have limited access to capital markets - since large corporations would more
increasingly seek funding through (cheaper) bond issuance rather than through the banking system.
Moreover, investors in those assets purchased by the ECB are rebalancing their portfolios to favour
more risky non-eligible assets, thus providing favourable financing conditions for the issuers of
such assets. Overall, the impact of the CSPP stems both from direct funding following the market
purchases and lower spreads/yields, thereby supporting larger issuance volumes.

2.2 Increasing the volume of eligible collateral available for APP

Since the start of the APP, the bulk of the purchases made by the Eurosystem has been sovereign
bonds issued by Member States under the Public Sector Purchase Programme (PSPP). However,
the extent of the programme has increased the risks of a shortage of eligible securities available
on the markets, which became more acute following the ECB decision to increase the pace of
monthly purchases from EUR 60 billion to EUR 80 billion in March 2016.

Against this background, the CSPP has contributed to limiting the volume of sovereign bond
purchases in the context of the APP.

3. The CSPP and the PSPP: Some differences in the design and implementation
In designing the CSPP, the ECB had to reconcile its monetary policy objectives with the need of
appropriate safeguards in order to monitor the risks related to the holdings of corporate bonds,
which entail bigger risks compared to sovereign bonds.

The ECB’s Decision (EU) 2016/948 of 1 June 2016 on the implementation of the CSPP reveals
some significant differences compared to the purchases conducted under the PSPP, reflected in the
table below. The two key features are: CSPP is conducted both in the primary and secondary
markets, while PSPP operates on the secondary market only; and the issue share limit stands as
high as 70% for the CSPP2 compared to 25%/33% for the PSPP.

These differences in the operating guidelines reflect differences in the characteristics of each
market, particularly the fact that the corporate bond market is much smaller in terms of outstanding
amount and trade volumes compared to the government bond markets (i.e. a ratio of about 1 to
12). At the beginning of 2017, the amount of CSPP eligible bonds outstanding was approximately
EUR 800 billion out of a total euro area corporate bonds outstanding of around 1 trillion. As a
comparison, the amount of euro area sovereign bonds outstanding was exceeding EUR 10 trillion.

It is also worth noting than the volume of corporate bonds eligible to the CSPP in each Member
State is not fully correlated with the size of the economy. In particular, when looking at the issuers’
country of risk, bonds issued by French companies represent about 30% of the euro-area market
for corporate bonds, while the share of bonds issued by German companies 3 is approximately
25%. These differences reflect to a large extent the source of corporate financing, with a larger
recourse to bond issuance by French companies, while German companies continue to rely mostly
on bank loans.

2 For bonds issued by public sector undertakings, the issue share limit is either 25% or 33%, subject to a case-by-case verification that this does
not create a situation whereby the Eurosystem would have a blocking minority for the purposes of collective action clauses. This is consistent
with sovereign bonds under the PSPP.

3 One has also to pay attention to the group country vs issuer country as, for instance, some German companies are issuing from Netherlands via
a Dutch subsidiary (for example, BMW is issuing via BMW Finance N.V.).

https://www.ecb.europa.eu/mopo/implement/omt/html/pspp.en.html
https://www.ecb.europa.eu/ecb/legal/pdf/celex_32016d0016_en_txt.pdf
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Table 1. Main features of CSPP and PSPP programmes

Source: European Central Bank

4. Where does the CSPP stand?
Purchases under the CSPP started in June 2016. According to ECB data, after more than one year
of implementation, the Eurosystem’s CSPP holdings stood at EUR 107 billion as at 1 September
2017 (representing about 15% of the volume of CSPP eligible bonds). Of these, EUR 91 billion of
bonds were purchased in the secondary markets and EUR 16 billion in the primary market.
Monthly net purchases by the ECB have ranged between EUR 4 billion and EUR 10 billion since
the start of the programme, in response to prevailing market conditions. This accounts for 5 to
15% of the APP’s monthly purchases. Holdings are well-diversified over 950 securities issued by
around 200 euro-area corporates.

From the start of programme, six NCBs are conducting purchases for the CSPP, with each NCB
being allocated market segments according to the geographical location of the issuer, as shown in
the table below.

Table 2. NCBs participating in the CSPP purchases and geographical allocation
NCB Market segment
Belgium Belgium, Luxembourg, Greece, Netherlands, Portugal,

Slovakia, Slovenia, Malta, Cyprus
France France
Finland Austria, Finland, Ireland, Latvia, Estonia, Lituania
Germany Germany, Netherlands*
Italy Italy, Netherlands*
Spain Spain, Netherlands*

Source: European Central Bank
Note: (*) Bonds issued by Dutch companies that are financing subsidiaries of enterprises domiciled in Germany, Spain
and Italy

CSPP PSPP
Purchases Primary and Secondary Market Secondary Market

Currency of
denomination

Euro Euro

Remaining
Maturity

6 months - 30 years 1 year - 30 years

Minimum Rating BBB- BBB-

Reinvestment Yes Yes
Issue share limit 70% (private sector bonds) 25%/33%(Sovereigns) or 50% (International

or supranational institutions located in the
euro area)

Implementation 6 NCBs on behalf of the Eurosystem All NCBs
Geographical
distribution

Allocation based on an internal benchmark
taking into account market capitalisation
of the eligible universe.

ECB Capital key

Securities lending Yes Yes
Floor rate Deposit facility rate Purchases allowed below the Deposit facility

rate since January 2017 to the extent
necessary

Risk sharing Full income and loss sharing Income and loss sharing for 20% of the
purchases
Remaining risks borne by the NCBs

https://www.ecb.europa.eu/pub/pdf/ecbu/eb201704.en.pdf?9863c5b1adfd00fa54dfd1d535657313
https://www.ecb.europa.eu/mopo/implement/omt/html/index.en.html
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Although outright purchases under the CSPP are implemented in a decentralised manner by the
NCBs, they have to comply with operating guidelines set by the ECB which ensures that the single
monetary policy is safeguarded through the implementation of a common benchmark.

The CSPP has positively impacted the corporate bond market, along two main dimensions:

 Increase in the issuance volume of corporate bonds

The announcement of the CSPP program in March 2016 has had an immediate and pronounced
impact on corporate bond issuance, with borrowings spiking to their highest levels in several years
(see Chart 1).4 Note that the figures refer to net bond issuance (i.e. net of refinancing of existing
corporate debt) which is a better measure of new lending than gross issuance. And the increase in
the volume of issuance continued in the following months. Net issues of euro area corporate bonds
averaged EUR 8 billion per month in the first half of 2017 compared to EUR 2 billion at the
beginning of 2016 just before the announcement of the programme. Increase in the issuance
volume undoubtedly had a positive impact on market liquidity and eased the implementation of
the programme. The increase in new issuance has been driven by two factors: 1. New bonds by
existing issuers 5 2. New issuers entering the market. 6

The growth in the volume of bond issuance went together with an increase in the volume of bank
loans thereby improving access to finance for the non-financial corporate sector at large, including
SMEs.

Chart 1.  Net issuance of euro-denominated bonds by euro area non-financial corporations

Source: ECB (euro-denominated fixed rate long-term debt securities by euro area non-financial corporations) and authors’
computations

4 It should however be noted that in the first two months of 2016 markets were in a risk-off mode with very limited issuance amounts. The
increase in issuance in March was therefore partly on account of delayed issuance.

5 Including many jumbo issuances, i.e. in 2017 VW: EUR 8 bn, LVMH: EUR 4.5 bn, EDF: EUR 2.9 bn, Fresenius: EUR 2.6 bn, Telefonica:
EUR 2 bn.

6 Since the start of CSPP, 40 new issuers have entered the corporate bond market (contributing to the increase of the universe by EUR 40 bn).
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 Reduction of spreads

This surge in issuance has been driven by lower costs of borrowing. Spreads of CSPP eligible
bonds against sovereign bonds narrowed significantly in the days following the ECB
announcement in March 2016 and this trend persisted until the very end of the year. One average,
bond spreads decreased by almost 70bps from the announcement of the CSPP until the start of
September 2016. Further to the uptick in yields during the first half of 2017, spreads are currently
about 25-35 basis points lower compared to the period immediately before the announcement of
the CSPP programme (see Chart 2). BBB corporate bonds have more noticeably benefited from
the reduction in spreads (see Chart 3). This global trend further contributed to improve financing
conditions for large companies. Indeed, a large number of investment-grade companies are
currently able to issue bonds with very low rates, in a few cases even negative, on the shorter
maturities.

Chart 2. 5Y euro-area corporate bond spreads vis-a-
vis German Bund

Chart 3. 5Y euro-area corporate bond spreads
(BBB-AA)

Source: EU Commission and authors’ computations Source: EU Commission and authors’ computations

Box 1: Comparable practices in other central banks

CSPP, although a novelty in the Eurosystem, is not a global innovation. And ECB is not the only
central bank to resort to the purchase of corporate bonds as a complement to sovereign bond
purchases in its monetary policy interventions.

The Bank of Japan (BoJ) has been regularly buying corporate bonds rated BBB or higher through
competitive auctions organized on a monthly basis.

The Bank of England (BoE) has started a corporate bond purchase programme in September 2016
aiming at reducing the cost of borrowing for companies, triggering portfolio rebalancing into
riskier assets and encouraging companies to issue more bonds. Purchases are limited to the
secondary markets for bonds issued by firms making a material contribution to the UK economy.
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http://www.bankofengland.co.uk/markets/Pages/apf/corporatebondpurchases/default.aspx
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In April 2017, the BoE announced the end to its programme having reached its initial target of
GBP 10 billion of corporate bond purchases.

The US Federal Reserve is currently barred by law from buying corporate bonds. However,
Chairman Janet Yellen has acknowledged 7 that it could be a useful instrument in supporting the
economy in case of downturns.

5. Issues raised by the CSPP

5.1 Financial risks incurred by the Eurosystem

CSPP holdings are by nature riskier than PSPP holdings, since corporate bonds are perceived as
less secure assets than sovereign bonds which are supposed to be risk-free. As it is the case for
other APP holdings, bonds purchased in the context of the CSPP are kept on balance sheet (of the
Eurosystem) until maturity. The ECB is not required to sell its holdings in the event of a downgrade
below investment grade. However, such selling could nevertheless take place following a case-by-
case analysis. Moreover profits and losses stemming from the CSPP purchases are fully shared
within the Eurosystem, which is not the case for sovereign bond purchases (PSPP) where
profits/losses are largely borne by national central banks.

In addition, the Eurosystem - as a bond holder in the context of the CSPP - must monitor the risk
profile of a large number of corporate issuer groups (currently about 200). Some critics argue that
such a responsibility is stretching the boundaries of the ECB mandate for sound and fully
independent monetary policy-making. These risks are highlighted by the Bundesbank in its
monthly report of July 2017: “[...] One important issue in this respect is the Eurosystem’s
behaviour with regard to creditors’ meetings. If the Eurosystem - in its role as creditor - were to
exercise influence on a firm’s business policy, this would violate the principle of neutrality in
implementing monetary policy”.

5.2 Potential distortions in the corporate bond market

The ECB Decision (EU) 2016/948 establishes that in line with other components of the APP, “the
CSPP should respect the principle of an open market economy with free competition, while giving
due regard to the formation of market prices and the functioning of markets”.

An important risk associated with the purchase of bonds by central banks is related to potential
side effects in terms of market prices and volumes distortions. Risks appear to be highlighted in
the case of ECB purchases of corporate bonds under the CSPP compared to sovereigns, as the
issue share limit (per ISIN 8 code) is set at 70% for all corporate bonds other than public sector
corporate bonds and is thus well above the limit set for sovereign bonds (25%/33%) in the context
of the PSPP.9Even if the Eurosytem is treated like any other investor, its participation in the
primary market under the CSPP could be another source of distortions. Should a risk of “bubbles”
emerge, it can be more challenging for the ECB to end the programme.

The Eurosystem’s involvement in the corporate bond markets through direct purchases has also
raised concerns of equal treatment across firms. It is feared that certain corporations will benefit
disproportionately from the CSPP in relation to their competitors that may be ineligible or, if
eligible, their bonds would not be purchased. According to the ECB, the composition of holdings

7 Testimony before the House Financial Services Committee in Washington, 28 September 2016
8 ISIN (International Securities Identification Number)
9 The lower limit for sovereign bonds is motivated by the prohibition of monetary financing of governments (article 123 TFEU). Such

prohibition does not apply to bonds from private corporations

https://www.bundesbank.de/Redaktion/EN/Downloads/Publications/Monthly_Report_Articles/2017/2017_07_market.pdf?__blob=publicationFile
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generally mirrors the benchmark and these holdings are well diversified. However, the Eurosystem
must be very prudent so as not to favour one competitor over another with the same fundamentals.
This constraint is all the more difficult to respect when markets are of small size.

Lastly, the purchase of corporate bonds for too prolonged a period may render companies
complacent and make future market re-adjustment difficult once players have become accustomed
to a low yields environment fostered by the Eurosystem Again, such a complacency would make
challenging for the ECB to put an end to the CSPP.

Box 2: Eligibility of Greek Corporates for the CSPP

The issue of the eligibility of Greek corporates for the CSPP has been subject to intense discussion
in European Parliament, also considering the financial assistance programme granted to Greece.
Greek corporates are not a-priori excluded from CSPP. Nevertheless, since they do not comply
with CSPP eligibility requirements which apply to all companies located in the euro area, so far
they have not been bought under the programme. 10

In his appearance before the Committee on Economic and Monetary Affairs on 29 May 2017,
President Draghi clarified that Greek government bonds are currently ineligible for the wider PSPP
due to the government debt profile, i.e. the concerns related sustainability of Greek government
debt. This has natural implications for the eligibility of bonds issued by companies located in
Greece. However, some argue that Greek corporates could benefit significantly from Eurosystem
financing, since they frequently encounter tougher credit conditions than their euro area
competitors. Inclusion in the CSPP would reinforce the momentum of Greece’s recovery and
facilitate the country’s ability to generate income to service its national debt. Despite the
challenges of the crisis, several Greek corporates have proven resilient and have managed to
expand their export volumes. Recently, a major Greek corporate, while not complying with CSPP
eligibility requirements, was nonetheless able to access capital markets at a favourable interest
rate, issuing a bond that was subscribed by investors as well as by the EBRD.

5.3 Transparency concerns

Information on the CSPP is provided both by the NCBs as well as by the ECB. On a weekly basis,
the purchasing NCBs publish the list of individual bonds they hold by ISIN code but without
revealing the size of their holdings. Bundesbank used to be the only NCB which provided, beyond
the ISIN, also a description of the bond.

To enhance transparency, the ECB has decided, as of 26 June 2017, to publish an aggregate
Eurosystem list of CSPP holdings on a weekly basis that includes the names of issuers, maturity
dates and the coupon rates of the bonds. These data were already retrievable using the ISIN codes
published by the NCBs, but were not reported and easily available on the ECB’s website. In
addition, the Q&A section on the ECB’s website provides with the details on the CSPP
implementation.

So far, the ECB has refused to disclose the internal operating guidelines to be followed by the
NCBs for CSPP purchases, in addition to the information provided in ECB Decision 2016/948.
The ECB has defended its decision by explaining that the publication of the operating guidelines
and purchase strategy would trigger market action that would hamper the CSPP’s efficiency.

10 https://www.ecb.europa.eu/pub/pdf/other/ecb.170511letter_viegas.en.pdf and in the Q&A on the ECB’s website
http://www.ecb.europa.eu/mopo/implement/omt/html/cspp-qa.en.html

https://www.reuters.com/article/mytilineos-bond-results-idUSL8N1JK42N
http://www.ebrd.com/cs/Satellite?c=Content&cid=1395256898754&pagename=EBRD%2FContent%2FContentLayout&rendermode=live%3Fsrch-pg
https://www.ecb.europa.eu/mopo/implement/omt/html/cspp-qa.en.html
https://www.ecb.europa.eu/pub/pdf/other/ecb.170511letter_viegas.en.pdf
http://www.ecb.europa.eu/mopo/implement/omt/html/cspp-qa.en.html
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This claim is questioned by those who fear that NCBs’ large discretion on bond purchase strategy
risks favouring some corporates over others. However, in spite of concerns that NCBs operations
may have favoured particular corporations for reasons that may lie beyond strict risk assessment,
there has been so far no evidence of any “inappropriate” purchase of corporate bonds by central
banks.

In a written question to the president of the ECB, a number of MEPs called for greater transparency
on CSPP purchases. In particular, they asked the ECB to detail the volume of corporate bonds held
by the Eurosystem and also to disclose the programme’s operating guidelines.

In his reply on 23 June 2017, President Draghi assured MEPs that CSPP operates on the basis of
sound guidelines. He recalled that CSPP is administered at the level of NCBs, which are also
responsible for publishing relevant information. In addition, he emphasised the fact that CSPP
holdings reflect the “universe of eligible bonds” in terms of “country, sectoral or rating
breakdowns.” In his reply, President Draghi also gave some general insight into the operating
guidelines without delving into details: “Let me, nevertheless, clarify that an internal benchmark
exists for guiding the Eurosystem purchases under the CSPP, taking into account nominal
outstanding amounts of all eligible bonds. Some flexibility is incorporated into the implementation
of the programme to cater for differences in bonds’ liquidity conditions and their availability for
purchase. Moreover, it should be noted that the CSPP eligibility criteria do not include any
minimum amount outstanding, so the Eurosystem can also buy bonds issued by smaller corporates
and has done so in the past.”

5.4 Exclusion of SMEs from the CSPP programme

SMEs constitute the backbone of the euro area economy as they represent about 99% of the total
number firms, 70% of total employment and 60% of total value added. It is therefore crucial to
support their growth, innovation and access to finance. At the same time, SMEs mostly rely on
bank credit and bank loans to finance their operations and in situations of credit restraint thus face
more challenging financing conditions than large corporations which can issue bonds to finance
their investment plans. Against this background, it has been argued that the CSPP is of little help
for the vast majority of businesses in the euro area.

In addressing this criticism, the ECB has recalled in its Economic Bulletin (June 2017) that “[...]
when large corporations increasingly finance themselves through bond issuances rather than bank
loans, this releases capacity in the balance sheets of banks for potential lending to SMEs.” 11 In
addition, SMEs benefitted substantially from ECB measures to support bank lending, notably the
TLTROs (Targeted Longer-Term Refinancing Operations), increasing lending volumes and
lowering interest rates.

11 This statement is supported by the results of the Survey on the Access to Finance of Enterprises in the euro area (October 2016 – March 2017)
which confirms that SMEs continued to benefit from the increased availability of bank loans at lower interest rates than reported in the previous
survey. Furthermore, between June 2014 (March 2016) and July 2017, bank lending rates for very small loans, which can be taken as a proxy
for loans to small and medium-sized enterprises (SMEs), have declined by 189 bps (50 bps). This compares with a decline on large loans of 87
bps (17 bps).

http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-%2f%2fEP%2f%2fNONSGML%2bCOMPARL%2bPE-606.042%2b01%2bDOC%2bPDF%2bV0%2f%2fEN
https://www.ecb.europa.eu/pub/pdf/other/ecb.mepletter170626_several_meps.en.pdf?68b7905508f4e8ce8675be993ada1d69
https://www.ecb.europa.eu/pub/pdf/other/ebbox201704_02.en.pdf?13c7a8c84c1110025c94b104c4da60ad
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5.5 The lack of conditionality

No conditionality is attached to the purchases made under the CSPP. Consequently, corporate
issuers are under no obligation to devote CSPP financing to specific purposes.

For instance, concerns have been expressed that large not-environmentally-friendly companies
have strongly benefited from CSPP. According to Bundesbank, automotive, chemicals and utilities
are the sectors of the German economy mainly benefiting from the programme. The ECB has
replied that it cannot apply any “green criteria” as that would risk going beyond its policy mandate.

Furthermore, because of the lack of conditionality, companies may not appropriately use the
financing provided by CSPP. As analysts have pointed out, the CSPP’s effectiveness in promoting
capital formation and job creation could be weakened if companies channel these resources into
other business decisions (such as deleveraging).

In this context, it should be noted that the ECB has applied conditionality in the past in order to
enhance the efficiency of its monetary policy to achieve targeted objectives. For instance, under
the Targeted Long-Term Refinancing Operations (TLTRO), which were launched in 2014, the
ECB extended financing to banks on the condition that credit to finance investment plans
(excluding real estate) were provided to non-financial institutions and households. Therefore,
practice has demonstrated that the ECB is able to attach conditionality to its monetary policy
interventions while complying with its mandate.

6. Exit horizon
The ECB has not provided a sunset clause for the CSPP. Moreover, the programme has not been
explicitly reduced when the Governing Council decided at the end of 2016 to come back to
monthly purchases of EUR 60 billion by March 2017 for the overall APP.

Logically, the programme should come to an end with the APP, currently scheduled to run at least
until December 2017. At the same time it may not be fully excluded that the CSPP could be
permanently integrated in the operational framework of the ECB.

Conversely, a decision to extend the CSPP following the end of APP would serve different
objectives. The monetary policy aim of the CSPP was to contribute to lift inflation and to spur
growth through the expansion of the Eurosystem’s balance sheet and, more specifically, to ensure
favourable financing conditions for grant direct financing to the corporate private sector in a period
where the transmission channels of monetary policy were hampered.. Extending the CSPP once
these objectives are attained would be a way for the ECB to maintain a presence in the corporate
bond market even under “normal” conditions.

http://bruegel.org/2016/06/the-effectiveness-of-the-european-central-banks-asset-purchase-programme/
https://www.ecb.europa.eu/mopo/implement/omo/tltro/html/index.en.html
http://www.europarl.europa.eu/committees/en/econ/monetary-dialogue.html?tab=2017
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mailto:econ-secretariat@europarl.europa.eu
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