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Covered Bonds under Unconventional Monetary Policy

Holger Markmann studies covered bonds and their market behaviour upon the
announcement and implementation of outright covered bond purchases by the
eurosystem. After introducing the covered bond market, its reaction to the global financial
crisis, and the functionality of unconventional monetary policy to a broad audience, the
author analyzes the impact of these purchases. The first Covered Bond Purchase
Programme (CBPP1) has lowered covered bond spreads by 3-4 basis points in the short-
term, 10 basis points in the medium-term, and increased emission volumes by € 103
billion. CBPP2 and CBPP3 have not led to similar effects. However, the programs’
effectiveness relies on the market’s expectations and its prevalent health.
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