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Subject: Ireland and Portugal impairing the strength of the single currency

Despite belonging to the euro area, national central banks are allowed to print money – that is, 
to inflate the Community currency for their own benefit. It is reported that Ireland has already 
printed EUR 50 billion to prop up its run-down banking sector. Portugal also sees devaluation 
as the solution to its problems, though as yet to a lesser extent than Ireland.

As reported in the ‘Süddeutsche Zeitung’, the European Central Bank has expressed concerns. 
Indeed, the ECB Governing Council has the right, subject to a two-thirds majority, to impose 
a veto. What legal consequences would flow from such a veto is, however, uncertain. 
Emergency Liquidity Assistance allows states in the event of a crisis to transfer money into 
the banking system for a limited period. In return for financial assistance, the ECB has 
demanded the deposit of securities of the highest quality. In theory, then, there is no need for 
national central banks to go it alone. However, experts believe that the securities deposited by 
way of guarantee would not satisfy the requirements of the ECB. The euro will thus 
increasingly be based on toxic papers and its stability will be constantly undermined.

1. What would be the consequences of a veto by the ECB Governing Council for the Irish 
and Portuguese national banks?

2. What are the conditions attached to the freedoms granted under Emergency Liquidity 
Assistance?

3. How can the risk of inflation be averted even though individual central banks are free to 
increase the money supply at will?

4. What can be done to prevent the euro from being increasingly invested in toxic papers?

5. Are national central banks free to issue liquidity against the deposit of securities, 
regardless of their quality?

6. If so, how can the stability of the euro still be guaranteed?

7. If not, how can it be ensured that the individual national banks will adhere to the existing 
requirements?
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