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1 Introduction
�e pro�ts of the European Central Bank, or more precisely of the whole Eurosystem (the ECB 

and the 19 national central banks), were put in the spotlight in May 2018 when the European 

Commission proposed, as part of its plan for the post-2020 multiannual �nancial framework, 

to use a share of the central bank pro�ts to build a stabilisation tool for the euro area (see 

Claeys, 2018, for details).

�e question of pro�ts made by central banks is often neglected. Central banks are not 

pro�t-maximising institutions: their objectives are of a macroeconomic nature. In the euro 

area, the central bank’s dominant aim is price stability and the central bank should be judged 

only on its ability to reach this objective, not by how much pro�t it makes. However, although 

maximising pro�ts should not be an objective of the central bank, pro�ts could still be rele-

vant for three reasons: 1) from a �scal perspective, as a revenue source for governments (as 

highlighted by the European Commission’s May 2018 proposal); 2) for the ability of central 

banks to conduct monetary policy; and 3) as an indicator of the quality of the pursued polices.
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value of monetary income �ows (often called seigniorage in the economic literature) and the 

net present value of the cost of running the central bank. �e central bank can make the net 

present value of monetary income in nominal terms as large as it wishes, just by issuing more 

liabilities, ie base money. In real terms, however, the net present value of monetary income 
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‘bad’ equilibrium occurs, because of a deterioration of expectations, the price of �nancial 

assets undergoes a sudden downward spike. In these conditions central-bank purchases can 

help restore the good equilibrium, leading to higher prices and �nancial gains. Pro�ts thus do 

not derive from good timing and clever central-bank speculation against exogenous changes 

in �nancial prices, but more fundamentally from changes in equilibrium prices, which are 

endogenous to central bank action. Papadia called the purchase at prices higher than those 

that the market generates in the bad equilibrium but lower than those that would prevail in 

the good equilibrium as ‘Diamond-Dybvig pricing’ for central bank facilities. �is pricing rule 

derives its name from the multiple equilibrium model developed by these two authors (Dia-

mond and Dybvig, 1983) and is suggested as a principle for market intervention by a central 

bank, particularly in distressed market conditions.

In conclusion, given these arguments, while one can question, in theory, the relevance of 

central bank pro�ts, in practice it is preferable for the central bank to remain in a reasonably 

pro�table situation. So, the answer to our initial question is that one should care about the 

pro�tability of the central bank, even if the motivation is not, like that of the European Com-

mission, to get hold of part of its pro�ts.

3 The accounting profits of the Eurosystem
Figure 1 shows various de�nitions of Eurosystem pro�ts as measured by its speci�c account-

ing methods (Vergote et al, 2010). �e red line is the narrowest pro�t de�nition, the other 

lines add to it di�erent items (change of general risk provisions and revaluation accounts), 

which re�ect the Eurosystem’s accounting policy of setting aside bu�ers to mitigate the risk of 

losses.

While it should be recalled that the Eurosystem’s �nancial reports are not fully harmo-

nised, three observations can be made on the basis of Figure 1.

�e �rst is the di�erent volatility between the di�erent de�nitions of Eurosystem pro�ts. 

Despite relatively high volatility in terms of yearly gross pro�ts, the Eurosystem manages 

to smooth its distributable pro�ts thanks to its accounting practices. �e stability of pro�ts 

from one year to the next increases as the de�nition of pro�ts narrows: the red line is more 

stable than the blue line and much more stable than the yellow line (Figure 1). One important 

factor in this pattern is the asymmetric recognition of valuation changes in the Eurosystem 

accounting policy: valuation losses are recognised in the income statement as soon as they 

surpass the relevant revaluation account (if any), while valuation gains go into the revaluation 

accounts. So, for example, an appreciation of the euro would lead to a loss on foreign reserves 

and thus on the income statement, unless there were su�cient revaluation accounts for this 

item, while a depreciation of the euro, resulting in gains on foreign reserves, would just go 

into revaluation accounts. �e Eurosystem has adopted this asymmetric treatment of gains 

and losses to take into account that unrealised revaluation gains are not de�nitely adding to 

pro�ts6.
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Figure 1: Eurosystem profits (€ billions)

Source: Bruegel based on ECB and national central banks’ annual accounts, Eurosystem consolidated balance sheet. Note: Latest obser-
vation is 2017. Distributable profits are defined as net profits before allocation to ordinary reserves and other funds, shareholders, the 
state, and other special items. The red line refers to all 19 national central banks, the blue line includes provisions made by the ECB, the 
yellow adds changes obtained from the Eurosystem consolidated balance sheets.

Table 1: Average Eurosystem profit according to different definitions (€ billions) 

Profits definition 1999-2007 2008-2017 1999-2017

Distributable profits (1) 12.2 15.5 13.9

(1) plus general risk 
provisions (2)

10.2 23.0 16.9

(2) plus change in 
revaluation accounts (3)

19.9 44.0 32.6

Source: Bruegel based on ECB and national central banks’ annual accounts, Eurosystem consolidated balance sheet.

�e third observation is that pro�ts did not fall during the Great Recession; if anything 

they increased during this period. �is was in contrast with expectations that the lower level 
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In addition, mark-to-market losses on the portfolio of securities could eat into revaluation 

accounts and end up in the pro�t and loss account.

We now examine in more detail the contribution of the most important monetary policy 

tools of the Eurosystem to its pro�ts.

Figure 2 shows the income resulting from re�nancing operations, the deposit facility, 

minimum reserves and excess reserves. On the cost side, the most important item was the 

remuneration of minimum reserves (at the main re�nancing operations (MRO) rate) until 

its remuneration in 2016 was brought down to zero. On the revenue side, until the beginning 

of the Great Recession in October 2008, when they were gradually replaced by longer-term 

re�nancing operations (LTRO), the most important item was the revenue from MRO. Finally, 

since the interest rate on the deposit facility and excess reserves was brought down to a nega-

tive value, these liabilities have become the biggest sources of revenue for the Eurosystem.

Figure 2: Result of selected monetary policy operations (€ billions)

Source: ECB. Note: Last observation is 2018Q1. More information in Annex 1

In net terms, the pro�t from temporary operations grew with the onset of the Great Recession 

in October 2008 and the resulting increase in the Eurosystem balance sheet, but then the 

very low interest rates led to a reduction of pro�ts down to zero in 2012. Pro�ts subsequently 

recovered because of the increase in income from LTRO and from the negative rate on excess 

reserves and the deposit facility. Overall, though for di�erent reasons and at di�erent levels, 
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€4.9 and €11.9 billion each year between 2011 and 2017, resulting in the largest contribu-

tion to income from monetary policy securities purchases until 2017, when it was surpassed 

by the Public Sector Purchase Programme (PSPP). Overall, the four main asset purchase 

programmes9 − the three-phase Covered Bond Purchase Programme (CBPP), the Securities 

Market Programme (SMP), the Public Sector Purchase Programme (PSPP) and the Corporate 

Sector Purchase Programme (CSPP) − have represented between 27 percent and 45 percent 

of the interest income of the Eurosystem over the years, showing the importance of these 

programmes for the overall revenue of the Eurosystem.

Figure 3: Interest income from asset purchase programmes

Source: Bruegel based on national central banks and ECB annual accounts. Note: More information in Annex 1.

4 Distribution of the Eurosystem’s profits
As far as the ECB is concerned, a maximum of 20 percent of its net pro�ts is allocated to the 

general reserve fund (up to 100 percent of the ECB’s capital), while the remainder is distrib-

uted proportionally to the ECB’s shareholders (ie the national central banks). �e general 

reserve fund is also used, if needed, to o�set losses, while the ECB Governing Council may 

also decide to use monetary income for this purpose, proportionally and up to its allocation 

to national central banks (ECB annual accounts, 2017).

�e way central-bank pro�ts are distributed to governments, after allocations to maintain an 

adequate level of �nancial bu�ers, di�ers across the euro area. In fact, while the Eurosystem is able 

to lay down accounting rules (for ‘core’ operations) for all national central banks, it does not have 

the legal authority to rule on how they and the ECB distribute their pro�ts (Bunea et al, 2016). 

In most cases, governments are the only shareholders and potential receivers of distrib
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Depending on the speci�c legal framework, national central banks have various degrees 

of autonomy with respect to the amount of pro�ts they distribute to their respective govern-

ments. Some central banks are also liable to pay corporation tax (among other taxes, with 

di�erent types of exemptions), which increases the actual transfer to the government. 
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https://www.bancaditalia.it/pubblicazioni/bilancio-esercizio/index.html?com.dotmarketing.htmlpage.language=1
https://www.bancaditalia.it/pubblicazioni/bilancio-esercizio/index.html?com.dotmarketing.htmlpage.language=1
http://�ԹϺ�����.org/2018/05/new-emu-stabilisation-tool-within-the-mff-will-have-minimal-impact-without-deeper-eu-budget-reform/
http://�ԹϺ�����.org/2018/05/new-emu-stabilisation-tool-within-the-mff-will-have-minimal-impact-without-deeper-eu-budget-reform/
https://www.dnb.nl/en/news/dnb-publications/annual-report/index.jsp
https://www.dnb.nl/en/news/dnb-publications/annual-report/index.jsp
https://www.bundesbank.de/Redaktion/EN/Downloads/Publications/Annual_Report/2017_annual_report.html
https://www.bundesbank.de/Redaktion/EN/Downloads/Publications/Annual_Report/2017_annual_report.html
https://ec.europa.eu/commission/sites/beta-political/files/communication-modern-budget-may_2018_en.pdf
https://ec.europa.eu/commission/sites/beta-political/files/communication-modern-budget-may_2018_en.pdf
http://moneymatters-monetarypolicy.eu/central-bank-profits-and-multiple-equilibria/
http://moneymatters-monetarypolicy.eu/central-bank-profits-and-multiple-equilibria/
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