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NO ADDITIONAL TROUBLE FROM KARLSRUHE 

Berenberg Macro Flash 

CERTAINTY FOR ESM 

Germany’s constitutional court has confirmed its preliminary September 2012 ruling on the permanent Eurozone rescue 

fund ESM. Provided that the German contribution does not exceed the €190bn approved by the Bundestag and direct 

involvement of the parliament in the ESM’s decision making is ensured, the ESM does not infringe on the parliamentary 

budget right and is thus constitutional. The decision removes remaining uncertainty about the ESM, which is an important 

part of the Eurozone financial stability architecture. The fund allows defending troubled countries against market turbulenc-

es and could play a role in the cleaning up of the banking system as a source of funds for recapitalisations. 

 

STILL UNCERTAINTY ABOUT ECB OMT 

But the €500bn ESM is not big enough to defend large countries like Italy against market turbulences, which is why it took 

the ECB’s intervention in the summer of 2012 to end the speculation on a break-up of the currency union. The ECB has 

linked its OMT rescue shield to ESM bail-outs in order to ensure that it will only be used in cases of emergency. Unfortu-

nately, that link could work against the effectiveness of the rescue shield now. On 7 February, the constitutional court had 

expressed serious doubts about the compliance of OMT with European treaties and asked the European Court of Justice 

for advice. In the meantime, Germany’s parliament may have difficulties in approving ESM bail-outs that could trigger ECB 

asset purchases. Fortunately, no such bail-out request seems likely at the moment. In case of a serious new crisis, the ECB 

might have to resort to alternatives to OMT, such as outright quantitative easing 
 


