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German Federal Constitutional Court makes right decision on
Draghis OMT programme

Reint E. Gropp

[ welcome the decision by the German Federal Constitutional Court.
The court approved OMT (outright monetary transactions), which
enables the European Central Bank (ECB) to purchase short-term
government bonds in secondary markets in order to stabilize euro
member countries in a crisis. I am relieved that the court realized
that the program is limited through the available short-term debt
issued by governments and that an ESM program (ESM: European
stability mechanism) has to be in place. Hence, risks to the tax payers
(in Germany and elsewhere) are limited. In any case, any type of
monetary policy imposes risks to national budgets, as any policy may
imply gains or losses. The decision reduces uncertainty in markets,
which against the backdrop of the British referendum is extremely
helpful. The decision enhances the credibility of the ECB and of the
common currency.
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IWH List of Experts
The IWH List of Experts gives an overview of the IWH research themes. The institute’s
press office will be pleased to establish contact to the respective experts.

The Halle Institute for Economic Research (IWH) — Member of the Leibniz Association was founded in
1992. With its three research departments — Macroeconomics, Financial Markets, and Structural
Change -, the IWH conducts economic research and provides economic policy recommendations,
which are founded on evidence-based research. With the IWH’s guiding theme “From Transition to
European Integration”, the institute’s research concentrates on the determinants of economic growth
processes with a focus on efficient capital allocation in a national and European context. Particular
areas of inferest for the institute are macroeconomic dynamics and stability, microeconomic
innovation processes, productivity and labour markets, the dynamics of structural adjustment

processes, financial stability and growth and the role of financial markets for the real economy.

The Leibniz Association connects 88 independent research institutions that range from the natural,
engineering and environmental sciences via economics, spatial and social sciences to the humanities.
Leibniz institutes address issues of social, economic and ecological relevance. They conduct
knowledge-driven and applied basic research, maintain scientific infrastructure and provide research-

based services. For further information see http://www.leibniz-gemeinschaft.de/en/home/.
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