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Subject: ECB debt guarantees for small and medium-sized enterprises (SMEs)

The COVID19 pandemic has been escalated into an exogenous macroeconomic shock that 
burdens disproportionally SMEs, distorts their cash flows, threatens job places, and 
challenges their viability in the post-crisis period. 

Immediate liquidity needs to be covered with debt instruments. These instruments, no matter 
if they become immediately available, their impact on the balance sheet after the crisis will be 
severe and potentially distorting. This means that the cost of borrowing should be minimal, if 
not 0%, reflecting the needs of the emergency and not the credit worthiness of the requesting 
business. On the other hand, no matter the cost of borrowing, the accumulation of debt will 
have distorting long-term effect for small businesses. Consequently, a scheme of debt 
guarantee by ECB of any borrowing request of small and medium enterprises would be of 
critical importance extending the vitality of a “whatever it takes” policy directly to real sector, 
especially where the emergency is most acute. 

Consequently:

Is the ECB operationally ready to use its balance sheet to protect the SMEs and the real sector 
directly by the necessary providing debt guarantees?

What actions should the ECB take to trickle down this policy to the financial intermediaries 
of the Member States?


