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BACKGROUND
In March 2016 the European Central Bank (ECB) announced the
Corporate Sector Purchase Programme (CSPP). The programme enables
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. So far, 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 the direct corporate bond purchases in order to
"strengthen the pass-through of its asset purchases to the financing
conditions of the real economy". The CSPP has contributed to lower yields
on corporate bonds and to increase 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 would depend on how corporates make use of
the borrowed funds, since no conditionality is attached to the purchases of
corporate bonds on the part of the ECB.
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While undoubtedly contributing to preserve the smooth functioning of the transmission mechanism
for monetary policy, CSPP also presents challenges. For instance, national central banks are criticised for
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not being sufficiently transparent in their CSPP operations and for 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.

For the September 2017 session of the Monetary Dialogue, the Committee on Economic and Monetary
Affairs (ECON) of the European Parliament has requested a set of analysis from key monetary experts to
address these issues. The publications outline the outlook for ECB’s CSPP and discusses options to make the
CSPP more effective, also in the light of comparable practices by other central banks.

The publications are prepared by the Policy Department A of the European Parliament and are available in
the relevant section (Monetary Dialogue) of ECON internet website.

IN-DEPTH ANALYSES
In-Depth Analysis on 'The Corporate Sector Purchase Programme (CSPP): Challenges and future

prospects' by Andrew HUGHES HALLETT (Department of Economics, Copenhagen Business School)
Large-scale asset purchase programmes are a form of monetary policy in which market interest rates are
reduced by different amounts at different maturities – and lower them at the long rates that affect
investment and consumption decisions. They are designed to stimulate spending by increasing liquidity,
raising asset prices, creating wealth effects, lowering borrowing costs and increasing investment.

Corporate bond purchases (CSPP) are complementary to, not an alternative to, standard quantitative
easing (QE) policies. They increase the impact of QE policies, widen the pool of (potentially) high quality
assets that can be used (itself a risk reducing measure that reduces the pressure on reserves) and make it
easier to steer economic performance by reducing risk premia, that is sectorial or regional interest
spreads. That not only reduces average borrowing costs, it delivers better economic performance where it
matters most.

More important perhaps, this technique allows us to bypass the risk aversion and regulatory constraints in
the banking system that have limited the transmission of greater liquidity into loans and new investment
spending despite lower borrowing costs. The risks to the ECB’s balance sheet appear to be small, and
likely to be less than using bonds from highly indebted governments.

In-Depth Analysis on ‘The corporate sector purchase programme (CSPP): Challenges and future
prospects’ by Salomon FIEDLER (Kiel Institute for the World Economy), Nils JANNSEN (Kiel Institute for
the World Economy), Matthias RADDANT (Kiel Institute for the World Economy)
The ECB has adopted a variety of different unconventional monetary policy measures since the 2008
financial crisis. In 2016, the ECB additionally adopted the CSPP, during which the ECB buys bonds of the
private non-financial sector for the first time. One important reason for the adoption of the CSPP possibly
was that business investment has been persistently weak in the euro area after the financial crisis. This
paper provides a first assessment of the CSPP, including a discussion of challenges for and future prospects
of the programme.

In-Depth Analysis on ‘The corporate sector purchase programme (CSPP): Effectiveness and challenges
ahead' by Corrado MACCHIARELLI (London School of Economics and Brunel University London), Mara
MONTI (London School of Economics) and Andrea VEDOLIN (Boston University)
In March 2016 the ECB announced the launching of the CSPP, enabling the direct purchase by the ECB of
investment grade euro-denominated bonds issued by non-bank corporations based in the Euro area in the
primary and secondary markets. Although a new monetary policy instrument in the Eurosystem, the CSPP
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is not a global innovation, since other central banks have resorted to similar initiatives since the onset of
the 2008 financial crisis. While undoubtedly contributing to the smooth functioning of the transmission
mechanism for monetary policy, CSPP also presents challenges, like other aspects of the ECB’s Asset
Purchase Programme. This note discusses the effectiveness of the programme and some options available
to the ECB.

ADDITIONAL PUBLICATIONS ON MONETARY POLICY available on ECON
website

May 2017:
1. Financial innovation and monetary policy: Challenges and prospects – Individual notes
2. Rising long-term interest rates: Is the European bond market overshooting? – Individual notes

February 2017:
3. Extending QE: Are there additional risks for financial stability? – Compilation of notes
4. Side effects of non-standard monetary policy: How long is the short-run? – Compilation of notes

November 2016:
1. An assessment of the impact of Brexit on euro area stability - Compilation of notes
2. How do low and negative interest rates affect banks’ activity and profitability in the euro area? -

Compilation of notes
3. Transmission channels of unconventional monetary policy in the euro area: Where do we stand? -

Compilation of notes

September 2016:
1. Ultra-low/Negative yields on euro-area long-term bonds: reasons and implications for monetary

policy - Compilation of notes
2. Financial market fragmentation in the euro area: state of play - Compilation of notes

June 2016:
1. Why has ECB’s very accommodative monetary policy not yet triggered a rebound of investment? –

Compilation of notes
2. Effectiveness of the ECB programme of asset purchases: where do we stand? – Compilation of

notes

February 2016:
1. Implications for the euro area of divergent monetary policy stances by the Fed and the ECB -

Compilation of notes
2. Limits in terms of eligible collateral and policy risks of an extension of the ECB’s quantitative easing

programme - Compilation of notes
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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.

CONTACTS
Policy Department A: Economic and Scientific Policy
ECON - ENVI - EMPL - IMCO - ITRE - PANA
poldep-economy-science@ep.europa.eu

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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