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ECB ABS purchases: expanding the toolbox   

 Prohibitive funding costs for small and medium-sized 
companies (SMEs) are one of the obstacles to an end of the 
recession in the Eurozone periphery. Spanish and Italian SMEs 
still pay roughly 200bp more than their German counterparts, 
although the ECB’s safety net OMT has contributed to lower 
funding costs since last summer. 

Part of the higher funding costs is justified by the impact of the 
ongoing adjustment recession on companies’ balance sheets, but 
banks in the periphery are also trying to de-risk their balance sheets 
by restricting credit to SMEs. 

 The ECB is worried about this “credit crunch”. Healthier banks 
from the core Eurozone are not stepping into the breach either. This 
fragmentation of the Eurozone’s financial markets impairs the 
transmission of the ECB’s ultra-low interest rates to the real 
economy in the periphery. 

 To boost SME lending, the ECB is already accepting securities 
backed by SME loans as collateral in its liquidity operations. More 
could be done: the ECB could lower its collateral requirements 
further or allow national central banks to ease collateral rules at their 
own risk. 

 However, there may also be a case for bypassing the banks if 
those in the periphery are too weak and those in the core too shy to 
step in. State investment banks traditionally play this role with a range 
of products. By fostering the securitisation of SME loans into ABS, 
public capital markets could also play a bigger role. 

 At the 2 May press conference, ECB President Draghi hinted at 
a new Eurozone initiative to boost the securitisation of SME 
loans. He also hinted vaguely that the ECB could purchase ABS on 
secondary markets in the future, but he emphasised that the ECB’s 
thinking was at a very preliminary stage. 

 As a prerequisite for possible ECB ABS purchases, deep and efficient 
markets for such ABS in the Eurozone have to be created. 
Experience shows this is complex and takes time, even at a national 
level. Before the global financial crisis, there had been several 
initiatives to boost the securitisation of SME loans at a national level 
– for instance, the German True Sale Initiative (TSI) – many of 
which undershot expectations. 

 The ECB could play a role as a catalyst for SME loan 
securitisation, but the key players will be the EU for regulation and 
European and national development banks for packaging, 
certification and guarantees. 

 Expectations that the ECB could buy SME loans directly from 
banks soon are unrealistic. The ECB may eventually buy ABS on 
the secondary market, but even that may take a while. 
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ECB looking for tools to promote SME lending 

 

Prohibitive funding costs for SMEs remain an obstacle for a return to 
growth in the Eurozone periphery. To fully exploit the cost advantages 
created by wage restraint and job shedding over the last few years, more 
private investment would be needed. The ECB has acknowledged the 
necessity for improved SME financing and has hinted at a new Eurozone 
SME loan securitisation initiative. But expectations that the ECB would 
buy loans directly out of banks’ balance sheet are unrealistic. The ECB may 
eventually buy ABS on the secondary market, but even that may take a 
while. 

SME funding costs have decreased in the periphery since summer 2012, 
when the ECB imposed its OMT safety net and thus greatly reduced the 
tail risk of a Eurozone break-up due to financial market panic (see Chart 
1). But the decline in SME funding costs has not matched that of 
sovereign borrowing costs. The difference in borrowing costs between 
Germany and the periphery has even increased. 

With the catastrophic tail risk diminished, two main reasons for the 
different funding costs between Germany and the periphery remain: first, 
the ongoing adjustment recession makes companies in the periphery the 
riskier investment (this explains why funding costs remain high); second, 
banks in the periphery are trying to de-risk their balance sheets by 
restricting credit to SME loans. The flight to safer assets may explain why 
funding costs in Germany have decreased so much. 

 

Chart 1: Different financing costs – advantage Germany 

 
Loans to non-financial corporations, up to €1mn, maturity one to five years, new business, annualised 
agreed rate (AAR), in %. Source: ECB 

 

The ECB has acknowledged the SME funding problem. Of course, SMEs 
in the Eurozone periphery have to deal with their business risks 
themselves, raising capital where necessary. But the ECB is worried about 
restrictive lending by periphery banks, and healthier banks from the core 
Eurozone have not stepped into the breach. The ECB calls this financial 
fragmentation, which impairs the transmission of its ultra-low interest rates 
to the real economy in the periphery. 
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If periphery banks are too weak and core banks too shy to step in, there 
may be a case for bypassing the banks. But that poses a challenge: in the 
Eurozone, 80% of funding is done via banks, according to Draghi, and 
only 20% via financial markets. Securities backed by SME loans are hardly 
traded in public capital markets at all. Determining a fair price for the SME 
loans on banks’ books is next to impossible for the central bank. Accepting 
such loans as collateral may be possible with a steep haircut, but buying 
them outright is not. To increase price transparency, the ECB now wants 
to promote the securitisation of SME loans on a Eurozone level, so that 
they can be publicly traded. 

Before the global financial crisis, there had been several initiatives to boost 
the securitisation of SME loans at national level, for instance the German 
True Sale Initiative (TSI). The fact that TSI was launched in 2004 at the 
height of the Agenda 2010 economic reforms highlights that such projects 
tend to receive political support in times of crisis, when banks are seen as 
too timid. However, these initiatives usually fell short of expectations in 
terms of SME lending support. TSI has had 80 transactions since 2004, 
some of which were in car loans not in SME lending. ABS products also 
took a reputational hit, as structured products were partly blamed for 
exacerbating the global financial crisis. 

So what can the ECB do? Central banks traditionally do not play a direct 
role in SME financing. This is the realm of state-owned development 
banks like Germany’s KfW. These banks can have a wide range of 
products, from direct lending via cheap bank refinancing to support for 
securitisation schemes. They can choose to take risks and are subject to 
public scrutiny. 

Central banks can play a role, too, by accepting securitised SME loans 
(ABS) as collateral in liquidity operations. The Bank of England’s Funding 
for Lending Scheme is a recent example. The ECB already accepts a very 
wide range of securities backed by SME loans as collateral in its monetary 
operations. It has recently acted on this front, too: since 22 June 2012, the 
ECB accepts ABS backed by SME loans with an investment grade rating 
and a “haircut” of 26%. 

For some members of the ECB, accepting SME loans as collateral does 
not go far enough. On 2 May 2013, Draghi pointed to other options: “One 
is collateral, and the second set has to do with purchases of assets.” But 
what assets to buy? As Draghi pointed out, the ECB cannot buy loans 
directly off banks: “The ECB cannot clean banks’ balance sheets”. So it 
can only be purchases on secondary markets, with transparent pricing 
mechanisms. These markets, which would increase transparency of such 
ABS products, would be a pre-requisite for the ECB to get involved. 

As a consequence, Draghi spoke vaguely of initiatives to boost 
securitisation of SME loans on a European level. The obstacles are 
substantial: mistrust between banks about what is being packaged into ABS 
is the key impediment. Involvement of regulators is inevitable. So Draghi 
hinted that the EU Commission and the European Investment Bank might 
play a role in the packaging, certification and guaranteeing of such 
products. 

The ECB role in promoting a European ABS market would be that of a 
catalyst, highlighting the need for it as a means to bypass the banking 
system for monetary policy purposes. But the role of governments and the 
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EU would be far greater. The EU would have to define and regulate 
products, European and national development banks could package and 
guarantee them. So far, this potentially huge project is not even being 
discussed, although a small Reuters news item last week that Germany and 
Spain were discussing ways to cooperate on SME lending suggests that 
there is some appetite for cross-border support. 

A vast pan-Eurozone SME loan securitisation initiative could be very good 
news, but it would take a lot of time. The founding of the German TSI was 
a complex process involving many banks, the public development banks 
and government regulation. Its success was far more limited than initially 
planned, even in a very benign financial market environment. Years may 
pass before the ECB could realistically purchase such instruments in a 
meaningful way in emergency situations. 

Just like the banking union, a securitisation initiative could be an element 
to better prepare the Eurozone for future financial crises. But if Eurozone 
governments cooperate better to improve lending to SMEs, for instance by 
allowing national development banks to support cross-border 
arrangements, a first step to reducing the fragmentation of financial 
markets could be taken. The June EU summit could be the venue to 
launch the discussions, supported by the ECB. 

 
 
 
 
 
 

ECB asset purchases on secondary 
markets may be years away 
 
 
 
 
 

EU summit could launch 
initiatives to support SMEs 

 
 
  

 



Berenberg Macro Views 
Economics  

5 

Contacts: Investment Banking 

 

Equity Research E-mail: firstname.lastname@berenberg.com; Internet www.berenberg.de

BANKS ECONOMICS MID-CAP GENERAL

Nick Anderson +44 (0) 20 3207 7838 Dr. Holger Schmieding +44 (0) 20 3207 7889 Gunnar Cohrs +44 (0) 20 3207 7894

James Chappell +44 (0) 20 3207 7844 Dr. Christian Schulz +44 (0) 20 3207 7878 Bjoern Lippe +44 (0) 20 3207 7845

Andrew Lowe +44 (0) 20 3465 2743 Robert Wood +44 (0) 20 3207 7822 Anna Patrice +44 (0) 20 3207 7863

Eoin Mullany +44 (0) 20 3207 7854 Alexandra Schlegel +44 (0) 20 3207 7896

Eleni Papoula +44 (0) 20 3465 2741 FOOD MANUFACTURING Stanislaus von Thurn und Taxis +44 (0) 20 3207 2631

Fintan Ryan +44 (0) 20 3465 2748

BEVERAGES Andrew Steele +44 (0) 20 3207 7926 REAL ESTATE

Philip Morrisey +44 (0) 20 3207 7892 James Targett +44 (0) 20 3207 7873 Kai Klose +44 (0) 20 3207 7888

Josh Puddle +44 (0) 20 3207 7881 Estelle Weingrod +44 (0) 20 3207 7931

GENERAL RETAIL & LUXURY GOODS

BUSINESS SERVICES Bassel Choughari +44 (0) 20 3465 2675 TECHNOLOGY

William Foggon +44 (0) 20 3207 7882 John Guy +44 (0) 20 3465 2674 Adnaan Ahmad +44 (0) 20 3207 7851

Simon Mezzanotte +44 (0) 20 3207 7917 Sebastian Grabert +44 (0) 20 3207 7834

Arash Roshan Zamir +44 (0) 20 3465 2636 HEALTHCARE Daud Khan +44 (0) 20 3465 2638

Konrad Zomer +44 (0) 20 3207 7920 Scott Bardo +44 (0) 20 3207 7869 Ali Khwaja +44 (0) 20 3207 7852

Alistair Campbell +44 (0) 20 3207 7876 Tammy Qiu +44 (0) 20 3465 2673

CAPITAL GOODS Charles Cooper +44 (0) 20 3465 2637

Frederik Bitter +44 (0) 20 3207 7916 Louise Hinds +44 (0) 20 3465 2747 TELECOMMUNICATIONS

Benjamin Glaeser +44 (0) 20 3207 7918 Adrian Howd +44 (0) 20 3207 7874 Wassil El Hebil +44 (0) 20 3207 7862

William Mackie +44 (0) 20 3207 7837 Tom Jones +44 (0) 20 3207 7877 Usman Ghazi +44 (0) 20 3207 7824

Margaret Paxton +44 (0) 20 3207 7934 Stuart Gordon +44 (0) 20 3207 7858

Alexander Virgo +44 (0) 20 3207 7856 HOUSEHOLD & PERSONAL CARE Laura Janssens +44 (0) 20 3465 2639

Felix Wienen +44 (0) 20 3207 7915 Jade Barkett +44 (0) 20 3207 7937 Paul Marsch +44 (0) 20 3207 7857

Seth Peterson +44 (0) 20 3207 7891 Barry Zeitoune +44 (0) 20 3207 7859

CHEMICALS

Asad Farid +44 (0) 20 3207 7932 INSURANCE TOBACCO

John Philipp Klein +44 (0) 20 3207 7930 Tom Carstairs +44 (0) 20 3207 7823 Erik Bloomquist +44 (0) 20 3207 7870

Jaideep Pandya +44 (0) 20 3207 7890 Peter Eliot +44 (0) 20 3207 7880 Kate Kalashnikova +44 (0) 20 3465 2665

Kai Mueller +44 (0) 20 3465 2681

CONSTRUCTION Matthew Preston +44 (0) 20 3207 7913 UTILITIES

Chris Moore +44 (0) 20 3465 2737 Sami Taipalus +44 (0) 20 3207 7866 Robert Chantry +44 (0) 20 3207 7861

Robert Muir +44 (0) 20 3207 7860 Andrew Fisher +44 (0) 20 3207 7937

Michael Watts +44 (0) 20 3207 7928 MEDIA Oliver Salvesen +44 (0) 20 3207 7818

Robert Berg +44 (0) 20 3465 2680 Lawson Steele +44 (0) 20 3207 7887

DIVERSIFIED FINANCIALS Emma Coulby +44 (0) 20 3207 7821

Pras Jeyanandhan +44 (0) 20 3207 7899 Laura Janssens +44 (0) 20 3465 2639

Sarah Simon +44 (0) 20 3207 7830

Sales
Specialist Sales Sales E-mail: firstname.lastname@berenberg.com; Internet www.berenberg.de

BANKS LONDON BENELUX

Iro Papadopoulou +44 (0) 20 3207 7924 John von Berenberg-Consbruch +44 (0) 20 3207 7805 Miel Bakker            (London) +44 (0) 20 3207 7808

Matt Chawner +44 (0) 20 3207 7847 Susette Mantzel     (Hamburg) +49 (0) 40 350 60 694

CONSUMER Toby Flaux +44 (0) 20 3465 2745 Alexandra Wace    (London) +44 (0) 20 3465 2670

Rupert Trotter +44 (0) 20 3207 7815 Sean Heath +44 (0) 20 3465 2742

Zubin Huber +44 (0) 20 3207 7885 SCANDINAVIA

INSURANCE David Hogg +44 (0) 20 3465 2628 Ronald Bernette      (London) +44 (0) 20 3207 7828

Trevor Moss +44 (0) 20 3207 7893 Ben Hutton +44 (0) 20 3207 7804 Marco Weiss            (Hamburg) +49 (0) 40 350 60 719

James Matthews +44 (0) 20 3207 7807

HEALTHCARE David Mortlock +44 (0) 20 3207 7850

Frazer Hall +44 (0) 20 3207 7875 Peter Nichols +44 (0) 20 3207 7810 Sales Trading

Richard Payman +44 (0) 20 3207 7825 HAMBURG

TECHNOLOGY George Smibert +44 (0) 20 3207 7911 Paul Dontenwill +49 (0) 40 350 60 563

Jean Beaubois +44 (0) 20 3207 7835 Paul Walker +44 (0) 20 3465 2632 Christian Endras +49 (0) 40 350 60 359

Zubin Hubner +44 (0) 20 3207 7885 Gregor Labahn +49 (0) 40 350 60 571

UTILITIES Chris McKeand +49 (0) 40 350 60 798

Benita Barretto +44 (0) 20 3207 7829 FRANKFURT Fin Schaffer +49 (0) 40 350 60 596

Michael Brauburger +49 (0) 69 91 30 90 741 Lars Schwartau +49 (0) 40 350 60 450

INDUSTRIALS Nina Buechs +49 (0) 69 91 30 90 735 Marvin Schweden +49 (0) 40 350 60 576

Chris Armstrong +44 (0) 20 3207 7809 André Grosskurth +49 (0) 69 91 30 90 734 Tim Storm +49 (0) 40 350 60 415

Kaj Alftan +44 (0) 20 3207 7879 Boris Koegel +49 (0) 69 91 30 90 740 Philipp Wiechmann +49 (0) 40 350 60 346

Joachim Kopp +49 (0) 69 91 30 90 742

CRM Joerg Wenzel +49 (0) 69 91 30 90 743 LONDON

LONDON Stewart Cook +44 (0) 20 3465 2752

Greg Swallow +44 (0) 20 3207 7833 PARIS Simon Messman +44 (0) 20 3465 2754

Laura Cooper +44 (0) 20 3207 7806 Christophe Choquart +33 (0) 1 5844 9508 Stephen O'Donohoe +44 (0) 20 3465 2753

Dalila Farigoule +33 (0) 1 5844 9510

CORPORATE ACCESS Clémence La Clavière-Peyraud +33 (0) 1 5844 9521 PARIS

LONDON Olivier Thibert +33 (0) 1 5844 9512 Sylvain Granjoux +33 (0) 1 5844 9509

Patricia Nehring +44 (0) 20 3207 7811

ZURICH

EVENTS Stephan Hofer +41 (0) 44 283 2029 Sovereign Wealth Funds

LONDON Carsten Kinder +41 (0) 44 283 2024 LONDON

Natalie Meech +44 (0) 20 3207 7831 Gianni Lavigna +41 (0) 44 283 2038 Max von Doetinchem +44 (0) 20 3207 7826

Charlotte Kilby +44 (0) 20 3207 7832 Benjamin Stillfried +41 (0) 44 283 2033

Charlotte Reeves +44 (0) 20 3465 2671

Hannah Whitehead +44 (0) 20 3207 7922

US Sales E-mail: firstname.lastname@berenberg-us.com

BERENBERG CAPITAL MARKETS LLC

Member FINRA & SIPC Andrew Holder +1 (617) 292 8222 Kelleigh Faldi +1 (617) 292 8288

Colin Andrade +1 (617) 292 8230 Kieran O'Sullivan +1 (617) 292 8292

Cathal Carroll +1 (646) 445 7206 Emily Mouret +1 (646) 445 7204

Burr Clark +1 (617) 292 8282 Jonathan Saxon +1 (646) 445 7202

Julie Doherty +1 (617) 292 8228



Berenberg Macro Views 
Economics  

6 

Disclaimer 
 
This document was compiled by the above mentioned authors of the economics department of Joh. 
Berenberg, Gossler & Co. KG (hereinafter referred to as “the Bank”),. The Bank has made any effort to 
carefully research and process all information. The information has been obtained from sources which we 
believe to be reliable such as, for example, Thomson Reuters, Bloomberg and the relevant specialised press. 
However, we do not assume liability for the correctness and completeness of all information given. The 
provided information has not been checked by a third party, especially an independent auditing firm. We 
explicitly point to the stated date of preparation. The information given can become incorrect due to passage 
of time and/or as a result of legal, political, economic or other changes. We do not assume responsibility to 
indicate such changes and/or to publish an updated document. The forecasts contained in this document or 
other statements on rates of return, capital gains or other accession are the personal opinion of the author and 
we do not assume liability for the realisation of these. 
This document is only for information purposes. It does not constitute a financial analysis within the meaning 
of § 34b or § 31 Subs. 2 of the German Securities Trading Act (Wertpapierhandelsgesetz), no investment 
advice or recommendation to buy financial instruments. It does not replace consulting regarding legal, tax or 
financial matters. 
 
Remarks regarding foreign investors 
The preparation of this document is subject to regulation by German law. The distribution of this document 
in other jurisdictions may be restricted by law, and persons, into whose possession this document comes, 
should inform themselves about, and observe, any such restrictions. 
 
United Kingdom 
This document is meant exclusively for institutional investors and market professionals, but not for private 
customers. It is not for distribution to or the use of private investors or private customers. 
 

United States of America 
This document has been prepared exclusively by Joh. Berenberg, Gossler & Co. KG. Although Berenberg 
Capital Markets LLC, an affiliate of the Bank and registered US broker-dealer, distributes this document to 
certain customers, Berenberg Capital Markets LLC does not provide input into its contents, nor does this 
document constitute research of Berenberg Capital Markets LLC. In addition, this document is meant exclusively 
for institutional investors and market professionals, but not for private customers. It is not for distribution to or 
the use of private investors or private customers. 
This document is classified as objective for the purposes of FINRA rules. Please contact Berenberg Capital 
Markets LLC (+1 617.292.8200), if you require additional information. 
 

Copyright 
The Bank reserves all the rights in this document. No part of the document or its content may be rewritten, 
copied, photocopied or duplicated in any form by any means or redistributed without the Bank’s prior written 
consent. 
 
© May 2013 Joh. Berenberg, Gossler & Co. KG  
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