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Berenberg Macro Flash 

ECB targeted long-term refinancing operation (TLTRO), 2nd auction, allocation 

 

Actual:   €130bn 

Previous: €82.6bn 

Consensus: €130bn (Reuters survey) 

 
The ECB will have to employ additional toThe ECB will have to employ additional toThe ECB will have to employ additional toThe ECB will have to employ additional toolsolsolsols to reach its intended balance sheet size of €3trn by late 2016. It 

provided €130bn in the second TLTRO auction, taking the total after the two initial auctions to €213bn. That re-

mained far below the potential maximum of €400bn (or 7% of banks total non-financial private sector loan book 

excluding household mortgages). As banks have another €270bn to repay to the ECB over the coming months 

from the 2011/12 3-year LTROs, the net effect of the ECB’s bank lending offers on its balance sheet is likely to be 

mildly negative until March. There are six more TLTRO auctions scheduled until mid-2016. But as the ECB will 

simultaneously provide large-scale liquidity to banks via its asset purchases, even €200bn in additional TLTRO 

uptake seem optimistic. That makes it unlikely that the ECB will realise its intention to boost its balance sheet by 

€1trn back to early-2012 levels even in combination with ABS purchases and covered bond purchases (see Chart 

1). We expect that the ECB will add additional assets to its purchase target in Q1 2015. A wide range of targets is 

possible, including bonds, equities and other assets. We see an 80% chance for corporate bond purchases to be 

announced at the 22 January or 5 March meeting and a 65% chance for sovereign bond purchases. 

 

DDDDemand for the second LTRO improvedemand for the second LTRO improvedemand for the second LTRO improvedemand for the second LTRO improved over the first one in September. Both the amount banks bid for (€130bn 

after €83bn) as well as the number of bidders (306 after 255) rose, showing that despite the likely flood of liquidi-

ty from the asset purchases, banks were still interested in the offer of 4-year central bank liquidity at a fixed inter-

est rate of 0.15%. Whether the TLTROs will have the intended effect of boosting lending to households and com-

panies, however, remains to be seen. So far, lending to households and companies excluding mortgages in the 

Eurozone is continuing to decline (see Chart 2) driven by necessary deleveraging in periphery and very modest 

credit growth in the core. But there are reasons for optimism: in October, the uncertainty for banks caused by the 

ECB’s comprehensive assessment ended. The additional ECB funding and asset purchases should help credit 

supply and the expectation of gradually firming growth may help demand. Still, a swift rebound in credit growth 

remains unlikely. 
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Chart 1: ECB balance sheet – ambitious “intention” Chart 2: Periphery deleveraging drives lending decline 

 
 

Total Eurosystem assets and “intention” to reach early 2012 levels by Q4 

2016, €bn. Source: ECB 

MFI loans to non-financial private sector, excluding mortgages. € trillions. 

Source: ECB 
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This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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