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Abstract 
 

This essay examines the impact of the unconventional monetary policy announcements 

followed by European Central Bank (ECB) on the stock price of European banks, as well as 

the effect of them on ―STOXX Europe 600 Banks‖ Index during a 7-year period, from 

January 2010 to December 2016. Using daily data from 52 European banks, we include QE 

dummies for four announced programmes: long-term sovereign bond purchases (Securities 

Markets Programme, SMP), short-term sovereign bond purchases (Outright Monetary 

Transactions, OMT), covered bond purchase programme (CBPP3) and public sector purchase 

programme (PSPP). By applying a GARCH (1, 1) model, the results show that there is a 

positive relation between the European Central Bank‘s announced programme and the returns 

of stocks of the 52 European banks in the same day of the announcement, while the impact is 

stronger for the long-term sovereign bond purchases (Securities Markets Programme, SMP). 

Furthermore, analyzing the banks per country, we find that the banks of the countries which 

benefit most from the unconventional policies, are these from Southern Europe and this seems 

that the announcement of QE has created positive expectations for the solution of their 

economic problems. As regards the northern countries, the announcement of QE had recorded 

a limited effect on them and this means that investors showed lack of concern. On the other 

hand, the same announcements had a low impact on countries with solid banking system such 

as Switzerland, Denmark, Norway and Sweden. As far the GARCH model results are 

concerned, the unconventional monetary policy reduces the volatility of stock prices and 

especially for the CBPP3 programme.  
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1. Introduction 

 

Following the 2007-2009 financial crisis, the Eurozone was hit by the debt crisis too. This 

started in Greece and spread quickly to other member countries. Apparently, the European 

banks were exposed to debt too, so the European Central Bank (ECB) faced the difficult task 

of restoring the ―traditional‘‘ monetary transmission mechanism to support the economy in its 

recovery and help the financial markets. In such conditions, central banks have to take special 

measures to safeguard the impact of their traditional monetary policy and this is what ECB 

did. The unconventional monetary policy, that the European Central Bank follows, is 

described as ―quantitative easing‖ (QE). 

There is a large body of research that investigate the impact of unconventional monetary 

policy, especially quantitative easing, on various types of macroeconomic factors and 

variables.  Most of these find declines in government bond yields and positive effects on the 

economic activity that followed the announcements «Christensen and Rudebusch, 2012; 

Chodorow-Reich, 2014».  

This essay evaluates the impact of the European Central Bank‘s (ECB) unconventional 

policies‘ announcements on the stock price of 52 large European banks during a 7-year 

period, from January 2010 to December 2016. We apply the Quasi-maximum likelihood 

method (QML) to assess and compare the effects of asset purchases and exceptional liquidity 

announcements on the stock markets. Then we apply a GARCH (1, 1) model to investigate 

the relation between the volatility of stock prices and the unconventional monetary policy of 

the European Central Bank. To this purpose, we create a timeline of unconventional monetary 

policy announcements and classify them into distinct categories: long-term sovereign bond 

purchases (Securities Markets Programme, SMP), short-term sovereign bond purchases 

(Outright Monetary Transactions, OMT), covered bond purchase programme (CBPP3) and 

public sector purchase programme (PSPP).  

Specifically, the substance of the ―Securities Markets Programme‖ was the intermittent 

purchases of sovereign bonds of several member states of Eurozone. Secondly, the ―Outright 

Monetary Transactions‖ programme was an engagement by the Governing Council of ECB in 

outright monetary transactions in the secondary markets for government bonds. As regards 

the third programme, it was about the purchase of covered bonds in euro and it was called 
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―Covered Bond Purchase Programme‖. Finally, ―Public Sector Purchase Programme‖ 

includes purchases of bonds issued by euro area central governments, agencies and European 

institutions. 

The motivation for this essay was that, paradoxically, while there are several studies 

investigating the effect of the announcements of the unconventional monetary policy on bank 

stock returns (see for example «Ricci, 2014»), there are no studies focusing analytically on 

such a large number of European banks stock returns. In addition, this essay gives 

information about the effect of these announcements on bank stock returns per European 

country. 

The essay is structured as follows:  

The European Central Bank‘s unconventional monetary policy announcements and their 

objectives are described in the chapter 2. Chapter 3 is a survey of current literature on the 

impact of quantitative easing on different financial assets. Chapter 4 describes the 

methodology and in chapter 5 the data are presented. In chapter 6 we estimate the impact of 

the ECB‘s announcements on the stock price of large European banks. Chapter 7 concludes. 
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2. Implementation of unconventional 

policy by ECB 

 

The recent economic crisis emphasized the weaknesses of the financial markets causing a 

huge wave of economic distress and uncertainty. This financial turmoil was reflected into the 

wider economy and decelerated its normal evolution. 

Thus, central banks had to intervene in order to respond to the financial crisis and try to 

restore the economic functionality. The initial action was the ―traditional‖ implementation of 

conventional monetary policy. This means that the central banks reduced the level of the 

interest rates in order to encourage the economy. This action would consequently lead to 

investing, consuming and borrowing. But the result was that conventional monetary policy 

proved ineffective. More specifically, the interest rates could not be changed in line with the 

Taylor rule. It did not impact market rates in the expected way and problems with financial 

intermediation meant that the usual transmission mechanism of monetary policy was not 

working. While central banks had held onto the belief that when this difficult situation passed, 

conventional monetary policy and its tools would achieve financial stability again, the 

challenge was to help the economy in its recovery so as to reach that point. «Joyce et al., 

2012» 

Hence, as these rates approached their lower bounds, the central banks had to pursue less 

conventional monetary policies in order to ensure the stability of the financial system. This 

was the big challenge facing central banks and why they have turned to unconventional 

monetary policy. 

An unconventional policy instrument is defined as any instrument of the central banks that 

does not depend for their operation on changing the risk-free nominal interest rate «Sheedy, 

2016». The more common forms of unconventional monetary policy involve significant 

expansion of central banks‘ balance sheets and attempts at influencing interest rates other than 

the usual short-term official rates. So, this includes several types of balance-sheet policies 

where the central banks purchase assets and provide liquidity. The unconventional sets of 

monetary policies that central banks followed are generally known as credit easing (CE) and 

quantitative easing (QE).  
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The discussion of unconventional approaches, credit easing (CE) vs quantitative easing (QE), 

is often rendered confusing by inconsistent terminology. However, there are no generally 

accepted definitions for these two terms. «Klyuev et al., 2009» 

The first one is a policy tool used by central banks to make credit more easily available in the 

event of a financial crisis, such as the one which was experienced in the United States in 

2007-2008. These policy tools, as described by Federal Reserve Former Chairman Ben 

Bernanke in January of 2009, ―include lending to financial institutions, providing liquidity 

directly to key credit markets and buying longer-term securities". So the Federal Reserve 

purchased mortgage-backed securities and implemented policies known as ‗credit easing‘. 

The purchase of these securities meant that the Fed held more assets and so its balance sheet 

expanded. Apparently, the purchase of these assets provided liquidity to a market that had 

dried up in the wake of the financial crisis. This also helped to reduce mortgage interest rates 

and made credit more available to individuals and businesses. Therefore, credit easing entails 

an expansion and focus on the asset side of the Federal Reserve's balance sheet. And this, 

according to Ben Bernanke, differentiates credit easing from the policy of quantitative easing 

used by Japan's central bank from 2001 to 2006. Although both methods involve the 

expansion of the central banks‘ balance sheet, quantitative easing focused on the liability side 

of the Bank of Japan's balance sheet. 

As well as other major central banks, the European Central Bank had to resort to such 

unconventional measures in order to maintain market stability. The unconventional set of 

monetary policies that the European Central Bank (ECB) followed is called quantitative 

easing (QE), which, as already said above, was inspired from the experience of Japan‘s 

deflationary period. The phrase was first applied there too, as it dealt with the explosion of an 

economic bubble (in which real estate and stock market prices were greatly inflated) and the 

signs of deflationary pressures that followed in the 1990s.  

The phrase ‗Quantitative Easing‘ was introduced to signal a shift in focus towards targeting 

quantity variables. With interest rates at their Zero Lower Bound, the Bank of Japan aimed at 

purchasing government securities from the banking sector and thereby boosting the level of 

cash reserves the banks held in the system. The hope was that by targeting a high enough 

level of reserves, eventually this would spill over into lending into the broader economy, 

helping drive asset prices up and removes deflationary forces. «Joyce et al., 2012» 

For the clear definition of QE, that ECB follows, we can go back over an introductory 

statement to the press conference in September 2014, that Mario Draghi, President of the 

ECB, was questioned, firstly, what his definition of quantitative easing is and, secondly, if he 

believe that the size of these programmes will not yet qualify as quantitative easing, then he 

https://www.google.gr/search?hl=el&tbm=bks&tbm=bks&q=inauthor:%22Mr.+Vladimir+Klyuev%22&sa=X&ved=0ahUKEwiSkN3kvp7SAhXiFZoKHXAYCwEQ9AgILzAC
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should clarify at what point we should start calling it quantitative easing. He asked ―The 

definition of QE is not really related to programmes‘s size, but rather to its modalities. So QE 

is an outright purchase of assets. To give an example: rather than accepting these assets as 

collateral for lending, the ECB would outright purchase these assets. That‘s QE. It would 

inject money into the system. However, it‘s quite clear that ECB would buy outright ABS, the 

senior tranches, and the mezzanine tranches only if there is a guarantee. In other words, very 

much like what the Fed did a few years ago.‖ «Introductory statement to the press conference, 

2014» 

Since 2008 the ECB has taken several ‗unconventional‘ measures to expand liquidity 

provision. It acted as lender as a last resort to support bank lending to the economy,  while it 

also held steady the government bonds of the countries that had been hit by the debt crisis.  

The first programme of quantitative easing that we are going to examine is called ―Securities 

Markets Programme‖ (SMP) and it was launched on 10 May 2010 by the Governing Council 

of ECB. The substance of this programme was the intermittent purchases of sovereign bonds 

of several member states of Eurozone. The objectives of this were to address the abnormal 

functioning of securities markets and restore an appropriate monetary policy transmission 

mechanism «Press release of ECB, 2010». In European Central Bank‘s press release on 10 

May 2010 referred that the Governing Council of ECB ―decided on several measures to 

address the severe tensions in certain market segments which are hampering the monetary 

policy transmission mechanism and thereby the effective conduct of monetary policy oriented 

towards price stability in the medium term. In making this decision, ECB has taken note of 

the statement of the euro area governments that they would take all measures needed to meet 

their fiscal targets this year and the years ahead in line with excessive deficit procedures and 

of the precise additional commitments taken by some euro area governments to accelerate 

fiscal consolidation and ensure the sustainability of their public finances‖.  

It was obviously an attempt from ECB to start to intervene in the secondary market of some 

euro area government bonds with the ultimate target to restore the monetary transmission 

mechanism and ensure Eurozone liquidity. In addition, it was clearly ensured a proper 

transmission mechanism of monetary policy with the objective of price stability. 

In 2012 the Governing Council of ECB announced the ―Outright Monetary Transaction‖ 

(OMT) and engaged in outright monetary transactions in the secondary markets for 

government bonds. The announcement of this programme became during the period July to 

September 2012. Analytically, on 26 July 2012 during a conference in London, the President 

of the ECB Mario Draghi declared «Within our mandate, the ECB is ready to do whatever it 

takes to preserve the euro». Afterwards, on 2 August 2012, during the press conference after 
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the Governing Council meeting, President Draghi announced that ―ECB may undertake 

outright open market operations‖.  Finally, on 6 September 2012, the ECB's Governing 

Council announced the technical features of the programme «Altavilla et al., 2014». One of 

the technical features of this programme was that it would concern only sovereign bonds of 

countries that have entered an agreement with a macroeconomic adjustment package of the 

EFSF or the ESM. Also, the ECB's intervention would not be automatic, but the board would 

decide if it needs to intervene. In addition, the ECB should be treated ―pari passu‖ over other 

creditors and that means that ECB would have no special treatment in the case of a credit 

event, so ECB‘s holdings would not have seniority over the private creditors. Other necessary 

conditions were that the OMT was basically unlimited so there were no limits for outright 

transactions in secondary sovereign bond markets, and finally, there would be clarity between 

the time of maturity of the eligible bonds, between one and three years, which is the relevant 

horizon for monetary transmission and purchases would concentrate on bonds with maturities 

of up to three year. These features were probably the outside limit of what is feasible in the 

context of the ECB's mandate. However, none of the euro area countries has asked to activate 

the OMT programme until now. 

On 4 September 2014, among other forms of interventions intended to protect monetary 

policy transmission and stabilize the economy, ECB launched the third programme for the 

purchase of covered bonds in euro, that are issued in the euro zone in order to support a 

particular segment of the financial market which was very important for the liquidity of the 

banks and particularly affected by the financial crisis. This programme is called ―Covered 

Bond Purchase Programme‖ (CBPP3). The CBPP3 would strengthen further monetary policy 

transmission and the euro zone would have a positive secondary effect on other markets and, 

consequently, will return the inflation rates towards 2%. The technical modalities of this 

programme were that the purchases would be conducted in both the primary and secondary 

markets, counterparties eligible to participate in CBPP3 are those counterparties that are 

eligible for the Eurosystem‘s monetary policy operations, together with any of the 

counterparties that are used by the Eurosystem for the investment of its euro-denominated 

portfolios and covered bonds issued by entities suspended from Eurosystem credit operations 

are excluded for the duration of the suspension. «Press release of ECB, 2014». 

Finally, the Governing Council of the European Central Bank (ECB) on 22 January 2015 

announced an expanded asset purchase programme which includes purchases of bonds issued 

by euro area central governments, agencies and European institutions. Aimed at fulfilling the 

ECB‘s price stability mandate, this programme would see the ECB adds the purchase of 

sovereign bonds to its existing private sector asset purchase programmes in order to address 

the risks of a too prolonged period of low inflation. More specifically, the ECB took this 
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decision in a situation in which most indicators of actual and expected inflation in the euro 

area had drifted towards their historical lows.  

The programme would encompass the asset-backed securities purchase programme (ABSPP) 

and the covered bond purchase programme (CBPP3), which had both launched the previous 

year. The ECB will buy bonds issued by euro area central governments, agencies and 

European institutions in the secondary market against central bank money, which the 

institutions that sold the securities can use to buy other assets and extend credit to the real 

economy. In both cases, this contributes to an easing of financial conditions. «Press release of 

ECB, 2015». 
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3. Literature 

 

There is a wide range of empirical studies and literature that investigates the effect of 

unconventional monetary policy on macroeconomic variables and financial markets. A 

general idea of the impact of quantitative easing and other unconventional monetary policies 

we can get from «Joyce et al., 2012». This article also provides an overview of the 

contributions of other articles in this feature.  

Furthermore, «Rogers et al., 2014» examines the effects of unconventional monetary policy 

by the Federal Reserve, Bank of England, European Central Bank and Bank of Japan on bond 

yields, stock prices and exchange rates. They conclude that these policies are indeed effective 

in easing broad financial conditions—not just lowering government bond yields—when 

policy rates are stuck at the zero lower bound and this means that these policies surely helped 

somewhat with respect to both reducing the output gap and preventing inflation from falling 

too far below target. 

In addition, there is a growing literature that investigates the impact of unconventional 

monetary policy on financial institutions individually.  

Most of these studies find reduction in government bond yields after the announcements of 

purchase longer-term government debt. More specifically, there is significant evidence that 

QE policies can alter long-term interest rates «Krishnamurthy and Vissing-Jorgensen, 2011».  

Also, «Christensen and Rudebusch, 2012» finds that declines in U.S. Treasury yields, that 

followed the announcements of plans by Fed, mainly reflected lower policy expectations, 

while declines in United Kingdom yields, that followed the announcements of plans by the 

Bank of England respectively, appeared to reflect reduced term premiums. The study comes 

to a conclusion that the relative importance of the signaling of quantitative easing may depend 

on market institutional structures and central bank communications policies. 

In addition, there are some studies that investigate the effect of quantitative easing 

announcements on private investment « Khemraj and Yu, 2015». It finds tentative evidence 

that quantitative easing stimulated the level of aggregate investment through the interest rate 

channel by narrowing corporate bond spread and the Fed‘s purchases of mortgage-backed 

securities were found to have a significant effect on aggregate private investment. 
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Furthermore, «Chodorow-Reich, 2014» show that the introduction of unconventional 

monetary policy by Fed, in the winter of 2008-2009, had a beneficial, stabilizing impact on 

banks and, especially, on life insurance companies as evidence that expansionary policy 

helped to recapitalize the sector by raising the value of legacy assets. On the other hand, this 

article interpreted that expansionary policy had small positive or neutral effects on banks and 

life insurers during the period 2010 ~ 2013. 

Other authors have tried to assess the effectiveness of non-conventional central bank 

announcements on the volatility transmissions among EUR, GBP and JPY «Kenourgios et al., 

2015». The result is a positive volatility from EUR and JPY to the other currencies but the 

negative volatility from GBP to the other two currencies.  

As regards the banking sector, the market price of bank equity provides important information 

for investors, for central banks with financial stability responsibilities, and for supervisors 

«Castrén et al., 2006». Therefore the impact of monetary policy on market price of bank 

equity is a remarkable sign. 

In addition, bank equity prices, and hence bank equity returns, depend on both common and 

bank-specific factors «Castrén et al., 2006». Among these factors, an important role is played 

by changes in monetary policy, because of the interest rate sensitivity of both bank assets and 

liabilities «Yin and Yang, 2013».  

Another remarkable article «Fiordelisi et al., 2014» demonstrates standard measures have 

been more effective than unconventional monetary policies in restoring the interbank market, 

which is basic for supporting an operational traditional interest rate channel and for 

guaranteeing the normal functioning of financial intermediation. It also proves that non-

traditional measures have registered a stronger reaction in stock market with respect to 

standard interest rate decisions, both in terms of broad equity indices and single prices of 

large banks. 

In addition, as already outlined by Fiordelisi et al. «Fiordelisi et al., 2014», Ricci «Ricci, 

2014» shows that banks were more sensitive to unconventional measures than to interest rate 

decisions, and that the same type of announcement may have a different effect depending on 

the stage of the financial crisis. One possible explanation is that investors in the deepest 

moment of turmoil interpreted these measures as a signal of the crisis severity and when 

banks started to recover, investors may have gained more trust in authority‘s interventions. In 

addition, proves that banks with weaker balance sheets and operating with high-risk were 

more sensitive to monetary policy interventions. This last result is consistent with the findings 

of «Yin and Yang, 2013», that showed banks that rely more on non-deposit funding sources 
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are more responsive to such changes and that banks with higher capital ratios are less 

sensitive to unexpected target changes. Another observation is that business activity mix does 

not matter to banks‘ sensitivity to monetary shocks. 
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4. Data 

 

The aim of this section is to describe the collection of the sample of the banks and the 

unconventional monetary policy interventions investigated in the analysis.  

This paper uses daily data, which have been collected from Bloomberg, and they are for a 7-

year period from 1January 2010 to 31 December 2016 in order to secure a sufficient number 

for QE announcements by 52 European banks.  

The selection criteria for these European banks are two, the first one is that the banks, we 

selected, have to be listed on the stock market this 7-years period and the second criterion is 

the assets of the banks have to be over 50 billion. Hence, the list of the banks and the country 

they are from are below: 

Banks Countries 

HSBC Holdings PLC United Kingdom 

Barclays PLC United Kingdom 

Standard Chartered PLC United Kingdom 

Royal Bank of Scotland Group PLC United Kingdom 

Lloyds Banking Group PLC United Kingdom 

Close Brothers Group PlC   United Kingdom 

Provident Financial PLC United Kingdom 

Danske Bank A/S   Denmark 

Jyske Bank A/S    Denmark 

Nordea Bank Danmark A/S    Denmark 

Spar Nord Bank A/S    Denmark 

Sydbank A/S    Denmark 

Deutsche Bank AG Germany 

Commerzbank AG Germany 

Societe Generale SA France 

BNP Paribas SA France 

Credit Agricole SA France 

Natixis SA  France 

Credit Suisse Group AG Switzerland 

UBS Group AG Switzerland 
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Julius Baer Group Ltd Switzerland 

Vontobel Holding AG  Switzerland 

ING Groep NV Netherlands 

Van Lanschot NV   Netherlands 

Raiffeisen Bank International AG  Austria 

Erste Group Bank AG  Austria 

Oberbank AG Austria 

Schoellerbank - Schoellerbank Zinsstruktur Plus   Austria 

KBC Group NV Belgium 

Banco Popular Espanol SA   Spain 

Banco Santander SA Spain 

Banco Bilbao Vizcaya Argentaria SA Spain 

CaixaBank SA Spain 

Banco de Sabadell SA Spain 

UniCredit SpA Italy 

Intesa Sanpaolo SpA Italy 

Banco BPM SpA Italy 

Banca Monte dei Paschi di Siena SpA Italy 

Unione di Banche Italiane SpA   Italy 

BPER Banca   Italy 

Banco Comercial Portugues SA Portugal 

Banco Bilbao Vizcaya Argentaria SA Portugal 

Allied Irish Banks PLC Ireland 

Bank of Ireland Ireland 

Alpha Bank AE Greece 

Eurobank Ergasias SA Greece 

National Bank of Greece SA Greece 

Piraeus Bank SA Greece 

DNB ASA  Norway 

Swedbank AB  Sweden 

Skandinaviska Enskilda Banken  Sweden 

Svenska Handelsbanken AB  Sweden 

In addition, the study includes daily data, for the same period, by STOXX Europe 600 Banks 

Index. The STOXX Europe 600 Banks Index measures the performance of the European 
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banking sector and is part of the STOXX Europe 600 Index. This index includes 600 of the 

largest securities from 18 European countries.
1
 

As already said, the ECB finances part of the debt through the banking sector. More 

specifically, the ECB loans out large amounts of money to the banks which then buy their 

countries‘ debt and this has been called the equivalent quantitative easing, as done by the 

Bank of Japan, the Fed and the Bank of England «Kenourgios et al., 2015». The 

announcements of these unconventional policies by ECB which examined in this study are 

focused to these loans greater than 50 billion euros. Hence, the announcements which 

examined in this essay relate to the following actions by the ECB:  

Announced Programme Announced Date 

Long-term sovereign bond purchases (Securities Markets Programme, SMP) 10 May 2010 

Short-term sovereign bond purchases (Outright Monetary Transactions, OMT) 26 July 2012 

Covered bond purchase programme (CBPP3) 4 September 2014 

Public sector purchase programme (PSPP)  22 January 2015 

Source: European Central Bank (ECB) 

 

 

 

 

 

 

 

 

 

 

 

                                                           
1
 The data was analyzed with the use of the econometric package Eviews 9.5. 
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5. Methodology 

 

To account the impact of the European Central Bank‘s (ECB) unconventional policies‘ 

announcements on the stock price of the 52 large European banks, as well as the STOXX 

Europe 600 Banks Index, during a 7-year period, a GARCH (1, 1) model (Generalized 

Autoregressive Conditional Heteroskedasticity) developed by Bollerslev (1986) is applied.  

First of all, we create four dummy variables D
QE

t which are for every announcement of ECB. 

Secondly, we create four variables more which are  for (i) the exact day Dt(0) (ii) 1 day before 

and 1 day after Dt(-1,+1) (iii) 3 days before and 3 days after Dt(-3,+3) (vi) 7 days before and 7 

days after the QE announcement of ECB Dt(-7,+7). 

More specifically, we follow the Quasi-maximum likelihood method (QML) and the mean 

equation is given as follows: 

Rt = a + d1D
QE1

t + d2D
QE2

t + d3D
QE3

t + d4D
QE4

t + σtet 

where:    σtet = ut 

D
QE

t = Dt(0) , Dt(-1,+1) , Dt(-3,+3) , Dt(-7,+7) 

Rt: is the vector of stock returns of the sample of the European banks. The returns were 

calculated in logarithmic differences dividing the price of the previous day with the price the 

next day. Also, we take, as the dependent variable Rt, the STOXX Europe 600 Banks Index, 

thus we can see the effect of announcements on this index. 

D
QE1

t: is the announcement of the first programme, which is the SMP 

D
QE2

t: is the announcement of the second programme, which is the OMT 

D
QE3

t: : is the announcement of the third programme, which is the CBPP3 

D
QE4

t: : is the announcement of the fourth programme, which is the PSPP 

Dt(0): is a dummy variable which is about the returns and volatility of the stocks the exact day 

of the announcement (0) of four quantitative easing programmes (SMP, OMT, CBPP3, 

PSPP). For this time takes the value of 1 and 0 elsewhere.  
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Dt(-1,+1): is a dummy variable which is about the returns and volatility of the stocks one day 

before and one day after the announcement (-1,0,+1) of four quantitative easing programs 

(SMP, OMT, CBPP3, PSPP). For these three days, it takes the value of 1 and 0 elsewhere. 

Dt(-3,+3): is a dummy variable which is about the returns and volatility of the stocks three 

days before and three days after the announcement (-3,0,+3) of four quantitative easing 

programs (SMP, OMT, CBPP3, PSPP). For these days, it takes the value of 1 and 0 

elsewhere. 

Dt(-7,+7): is a dummy variable which is about the returns and volatility of the stocks seven 

days before and seven days after the announcement (-7,0,+7) of four quantitative easing 

programmes (SMP, OMT, CBPP3, PSPP). For these days, it takes the value of 1 and 0 

elsewhere. 

After that, we estimate the equation  

Vt = b0 + b1σ
2
t-1 + γ1 (Rt-1 – a – d1D

QE1
t – d2D

QE2
t – d3D

QE3
t – d4D

QE4
t) + g1D

QE1
t + g2D

QE2
t + 

g3D
QE3

t + g4D
QE4

t + et 

where:  Rt-1 – a – d1D
QE1

t – d2D
QE2

t – d3D
QE3

t – d4D
QE4

t = ut-1 

Vt: is the volatility of the stock returns  

Therefore, the dummy coefficients di=0 , i=1,2,3,4 capture the impact of quantitative easing  

announcements on average stock return. However, gi=0, i=1, 2, 3, 4 capture the effect of 

quantitative easing announcements on volatility of stock return, so we can find if the volatility 

depends on quantitative announcements. 
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6. Empirical Results 

 

This section discusses our main results. These show a positive relation between the European 

Central Bank‘s announced programme and the returns of stocks of the 52 European banks. In 

addition, our main finding is that this effect is stronger in the same day Dt(0) of the 

announcements. 

More specifically, the impact of the European Central Bank‘s unconventional monetary 

policies announcements in the same day Dt(0) is stronger than the impact one day before and 

one day after Dt(-1,+1), three days before and three days after Dt(-3,+3), as well as seven days 

before and seven days after the announcements Dt(-7,+7). 
2
 

As regards the impact of these announcements the same day Dt(0), (Table 1) it is obvious that 

the effect is stronger for the Securities Markets Programme (SMP). This is implied by the fact 

that in the same day Dt(0) the regression coefficients of the four programmes D
QE1

t , D
QE2

t , 

D
QE3

t , D
QE4

t are all statistically significant at 10%, but the value of the coefficients of 

Securities Markets Programme (SMP) is much bigger than the value of the coefficients of the 

other programmes for the most of the banks.  

Analytically, the regression coefficients indicate that the SMP announcement increased a lot 

the stock returns of the sample of the European banks in the same day. Similarly, the 

coefficient indicates that the SMP announcement raised the ―STOXX Europe 600 Banks‖ 

Index, as well as the OMT announcement. In the same way, the PSPP and the CBPP3 

announcement increased the same index but not so much. This could be explained by the fact 

that the returns of ―STOXX Europe 600 Banks‖ Index were much higher during the SMP 

announcement. (Figure 1) That implies that the SMP programme is much more effective in 

comparison with others. This is rational, as this programme (SMP) was the first one and 

investors‘ reactions were much more intense than their reactions to other announced 

programmes. 

 

 

 

                                                           
2
 There are results with the dummies D

QE
t  of  D(0), D(-1,+1) , D(-3,+3), as well as D(-7,+7) period, 

which are statistically insignificant, hence they are not presented but are available up on request. 
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Figure 1. The returns of ―STOXX Europe 600 Banks‖ Index for the 7-year period.  

 

As we have already said, we found the regression coefficients of the other three programmes 

much lower and this means that these announcements increased the vector of stock returns of 

the 52 European banks but less than the first programme (SMP). This seems that the investors 

changed their financial behavior during the rest announcements. Specifically, between the last 

three programmes, the regression coefficients of the Short-term sovereign bond purchases 

(Outright Monetary Transactions, OMT) announcement are the highest and follow these of 

Public sector purchase programme (PSPP) as well as these of Covered bond purchase 

programme (CBPP3).  

In addition, analyzing the banks per country, we investigate that the banks of the countries 

which benefit most from the unconventional policies, are these from Southern Europe or 

PIIGS (Portugal, Italy, Ireland, Greece and Spain). These countries faced major fiscal 

problems, like high deficit budget and high public debt, while some banks were led to capital 

increases to improve their financial balances, thus we observed the reduction of the stock 

prices of those banks in the past. However, the announcement of QE by the ECB has created 

positive expectations for the solution of the Southern Europe's problem. Therefore, the result 

for these five countries was the increase of the returns of the bank stocks compared with other 

countries. 

On the other hand, the announcement of unconventional monetary policies had no much 

impact on countries with solid banking system such as Switzerland, Denmark, Norway and 

Sweden. This seems that the investors felt that these banks would not offer strong returns, 

given the lower risk to be undertaken, due to the strong financial characteristics of their 

balance sheets. As regards the northern countries such as England, Germany, France and 
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Belgium, the QE announcement had recorded a modest effect on them. This means that 

investors showed lack of concern and were indifferent, since many banks have faced several 

problems previously associated with their banking. 

Therefore, the higher returns observed in peripheral European countries‘ banks could be 

explained by the fact that prior to the unconventional monetary policies announcements, 

investors were hesitant to purchase the stocks of these particular banks due to the severe 

problems that they had to cope. On the contrary, returns of core European countries‘ banks 

were lower because investors felt already comfortable when positioned in these particular 

stocks regardless of the extraordinary announcements. Thus, the announcements induced a 

smaller number of new long positions to be opened in these banks compared to those of 

countries regarded as more troubled.  

Another reason that returns for peripheral countries‘ banks were much higher during the SMP 

announcement compared to the other unconventional monetary policies announcement, could 

be that during the SMP announcement the peripheral economies performance was 

significantly worse, as most of them were in recession, compared to the time when other 

programmes of QE was announced.  

Table 1. The reaction of European banks at the same day of the unconventional monetary 

policy announcements.  

* Denote statistical significance at 10% level. 

 

D(0) 

Coefficients of dummies (di) 

SMP OMT CBPP3 PSPP 

United Kingdom 

HSBC Holdings PLC 0.066648* 0.015083* 0.005229* 0.035989* 

Barclays PLC 0.161674* 0.020139* 0.011501* 0.023002* 

Standard Chartered PLC 0.175233* -0.05142 0.004784* 0.036574* 

Royal Bank of Scotland Group PLC 0.137333* 0.022094* 0.007636* 0.015225* 

Lloyds Banking Group PLC 0.139223* -0.00562* -0.000724 0.000469 

Close Brothers Group PlC   0.031209* -0.1199 0.015142 0.026644* 

Provident Financial PLC 0.053918 0.063422 0.031333 -0.136587 

Denmark 

Danske Bank A/S   0.130025* 0.012993* 0.007067* 0.02916* 

Jyske Bank A/S    0.101717* -0.02151 0.029784* 0.027126* 

Nordea Bank Danmark A/S    0.109031* 0.029868* 0.020284* 0.045097* 

Spar Nord Bank A/S    0.077578* 0.046208 0.001622 0.006792 

Sydbank A/S    0.059027 0.005804* 0.012008* 0.03342* 

Germany 

Deutsche Bank AG 0.128983* 0.050126* 0.013326* 0.027135* 

Commerzbank AG 0.084268* 0.057746* 0.070625* 0.036084* 
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France 

Societe Generale SA 0.174729* 0.082159* 0.050414* 0.028988* 

BNP Paribas SA 0.177077* 0.086419* 0.019762* 0.008272 

Credit Agricole SA 0.186399* 0.0851* 0.023384* 0.034254* 

Natixis SA  0.213606* 0.016892 0.031729* 0.038471* 

Switzerland 

Credit Suisse Group AG 0.023315 0.018988* 0.010852* 0.045281* 

UBS Group AG 0.099954* 0.071792 0.014415* 0.037553* 

Julius Baer Group Ltd 0.04283* 0.007427* -0.123391 0.120607 

Vontobel Holding AG  0.022632* 0.054687 -0.000902 -0.033198* 

Netherlands 

ING Groep NV 0.225863* 0.050996* 0.000466 -0.002724 

Van Lanschot NV   0.066001* 0.044623* 0.011695 0.010027 

Austria 

Raiffeisen Bank International AG  0.175207* 0.073032* 0.047714* 0.067294* 

Erste Group Bank AG  0.152373* 0.016823 0.043913* 0.02948* 

Oberbank AG 0.018668 0.002873 -0.000179* 0.001087 

Schoellerbank Zinsstruktur Plus   -0.001234* -0.001904 0.001219 -0.000685* 

Belgium 

KBC Group NV 0.225408* 0.082707* 0.012719* 0.01649* 

Spain 

Banco Popular Espanol SA   0.208083* 0.054949* 0.022594* 0.018722* 

Banco Santander SA 0.248702* 0.101145* 0.026475* 0.029949* 

Banco Bilbao Vizcaya Argentaria SA 0.237278* 0.059229 0.037286* 0.039088 

CaixaBank SA 0.029477* 0.067388* 0.001071 0.071524 

Banco de Sabadell SA 0.031328 0.146923* 0.016896* 0.01365 

Italy 

UniCredit SpA 0.166576* 0.082152* 0.027985 0.006855 

Intesa Sanpaolo SpA 0.241314* 0.131289* 0.0663* 0.029212* 

Banco BPM SpA 0.124409* 0.070001* 0.045209* -0.003282* 

Banca Monte dei Paschi di Siena SpA 0.068651 0.052171 0.042596* 0.096711 

Unione di Banche Italiane SpA   0.08614* 0.079835* 0.0475* 0.019653* 

BPER Banca   0.195294* -0.034603 0.0846* 0.080631* 

Portugal 

Banco Comercial Portugues SA 0.130175* 0.013914* 0.027757 0.278425 

Banco Bilbao Vizcaya Argentaria SA 0.262054* 0.005005* 0.007371* 0.015921* 

Ireland 

Allied Irish Banks PLC 0.315538* 0.092017 -0.496306 0.161865* 

Bank of Ireland 0.119078* 0.030379 0.04766* -0.023263 

Greece 

Alpha Bank AE 0.149662* -0.158037 -0.007062 0.13855* 

Eurobank Ergasias SA 0.209809* 0.0101 0.091445* 0.062486 

National Bank of Greece SA 0.211624* 0.063412 0.083697* 0.320735 

Piraeus Bank SA 0.168575* 0.074921 0.089437* -0.195541 
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Norway 

DNB ASA  0.079256* 0.025144* 0.00207* 0.005927* 

Sweden 

Swedbank AB  0.123517* 0.013347* -0.006933* 0.026994* 

Skandinaviska Enskilda Banken  0.125432* 0.024063* -0.004852* 0.027932* 

Svenska Handelsbanken AB  0.058971* -0.000249 -0.008049 0.023586* 

Europe 

STOXX Europe 600 Banks 0.199109* 0.086825* 0.022159* 0.034185* 

 

As far the GARCH model results are concerned, the unconventional monetary policies of the 

European Central Bank in the same day Dt(0) of the announcement reduces the volatility of 

stock prices and especially the announcement of the Covered bond purchase programme 

(CBPP3), that the coefficients are statistically significant at 10% level for the most of the 

banks. Similarly, the announcement of CBPP3 reduces the volatility of the ―STOXX Europe 

600 Banks‖ Index by 0,011%. This means that there is a negative relation between the risk of 

stock prices and the unconventional monetary policy of the European Central Bank in the 

same day of the announcement. (Table 3) 

About the results from examining the Dt(-1,+1) period, (Table 2) the coefficients are 

statistically significant at 10% level for the most banks for the Short-term sovereign bond 

purchases (Outright Monetary Transactions, OMT) and the Covered bond purchase program 

(CBPP3) and from these coefficients we find that the announcements of these two 

unconventional programmes boost the stock returns of the 52 European Banks. In the same 

manner, the OMT announcement increases the ―STOXX Europe 600 Banks‖ Index by 2,29% 

, while the CBPP3 announcement increases it by 0,95%.  

Table 2. The reaction of European banks one day before and one day after the 

announcements of Outright Monetary Transactions (OMT) and Covered Bond Purchase 

Programme (CBPP3). 

* Denote statistical significance at 10% level. 

 

D(-1,+1) 

Coefficients of dummies 

(di) 

OMT CBPP3 

United Kingdom 

HSBC Holdings PLC 0.015304* 0.00178 

Barclays PLC 0.036625 0.003485 

Standard Chartered PLC 0.01686* 0.00413 

Royal Bank of Scotland Group PLC 0.028671* -0.011093 

Lloyds Banking Group PLC 0.01506 -0.003977 

Close Brothers Group PlC   0.009386* 0.002524 
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Provident Financial PLC -0.0096 -0.000804 

Denmark 

Danske Bank A/S   0.011804* 0.009562* 

Jyske Bank A/S    0.010134 0.003683 

Nordea Bank Danmark A/S    0.013854* 0.001232 

Spar Nord Bank A/S    0.013377* -0.000729* 

Sydbank A/S    0.015356* -0.002067 

Germany 

Deutsche Bank AG 0.007089 0.010691* 

Commerzbank AG 0.028908* 0.030691* 

France 

Societe Generale SA 0.048555* 0.021497* 

BNP Paribas SA 0.04461* 0.015705 

Credit Agricole SA 0.043677* 0.019939* 

Natixis SA  0.046367* 0.015228* 

Switzerland 

Credit Suisse Group AG 0.01381* -0.004697 

UBS Group AG 0.021341* -0.003704 

Julius Baer Group Ltd 0.012881* 0.012519 

Vontobel Holding AG  0.037861 0.018831* 

Netherlands 

ING Groep NV 0.035173* 0.017793* 

Van Lanschot NV   0.005291 0.004102 

Austria 

Raiffeisen Bank International AG  0.036623* 0.040916* 

Erste Group Bank AG  0.029503* 0.026027* 

Oberbank AG -0.000259 -0.000735 

Schoellerbank Zinsstruktur Plus   -0.00016 7.51E-05 

Belgium 

KBC Group NV 0.038371* 0.007564 

Spain 

Banco Popular Espanol SA   0.046645* 0.021989* 

Banco Santander SA 0.056318* 0.011633* 

Banco Bilbao Vizcaya Argentaria 

SA 0.052742* 0.0209 

CaixaBank SA 0.036856* 0.021752* 

Banco de Sabadell SA 0.051003* 0.020409* 

Italy 

UniCredit SpA 0.05028* 0.024569* 

Intesa Sanpaolo SpA 0.043361* 0.02813* 

Banco BPM SpA 0.033116* 0.04149* 

Banca Monte dei Paschi di Siena 

SpA 0.03436 0.017852 

Unione di Banche Italiane SpA   0.062558* 0.029499* 
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BPER Banca   0.057708* 0.022909* 

Portugal 

Banco Comercial Portugues SA 0.000349 0.037027 

Banco Bilbao Vizcaya Argentaria 

SA 0.023451 0.019417* 

Ireland 

Allied Irish Banks PLC 0.001454 0.063381* 

Bank of Ireland 0.06029* 0.021469* 

Greece 

Alpha Bank AE 0.00683 0.018414 

Eurobank Ergasias SA -0.003791 0.032992 

National Bank of Greece SA 0.014687* 0.033877* 

Piraeus Bank SA 0.029806 0.080462* 

Norway 

DNB ASA  0.017081* -0.002261 

Sweden 

Swedbank AB  0.007641* -0.008398* 

Skandinaviska Enskilda Banken  0.006751 -0.004119 

Svenska Handelsbanken AB  0.011403* 0.002227 

Europe 

STOXX Europe 600 Banks 0.022939* 0.009524 

 

In case of the GARCH (1, 1) model, in Dt(-1,+1) period, the coefficients are statistically 

significant only for the Covered bond purchase program (CBPP3). Our results show a 

negative relation between volatility of stock prices and the unconventional monetary policy of 

the European Central Bank. (Table 3) 

In Dt(-3+3) period, as well as in Dt(-7+7) periods, the regression coefficients are not 

statistically significant at 10% level, implying that there is no reaction. Therefore, the returns 

of the stocks of the banks are not influenced by European Central Bank‘s policy.  

As far the GARCH (1, 1) model results are concerned, in Dt(-3+3) and Dt(-7+7) period many 

coefficients are statistically significant at 10% level only for the Covered bond purchase 

program (CBPP3) and there is a negative relation between volatility of stock prices and the 

unconventional monetary policy of the European Central Bank as well. (Table 3) 
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Table 3. The effect of the Covered Bond Purchase Programme (CBPP3) of ECB on volatility 

of European bank stock returns. 

* Denote statistical significance at 10% level. 

 

CBPP3 
Coefficients of GARCH model (gi) 

D(0) D(-1,+1) D(-3,+3) D(-7,+7) 

United Kingdom 

HSBC Holdings PLC -0.00013* -3.96E-05* -1.66E-05* -8.99E-06* 

Barclays PLC -4.01E-05 -2.39E-05 -2.10E-05 -3.53E-05 

Standard Chartered PLC -0.00023* -0.00012* -2.65E-05* -2.51E-05* 

Royal Bank of Scotland Group PLC -3.80E-05 -0.00022* -5.33E-05* -3.35E-05* 

Lloyds Banking Group PLC -3.10E-05 2.96E-08 -2.21E-06 -4.90E-06 

Close Brothers Group PlC   0.000343 -6.75E-05* -5.71E-05* -3.23E-05* 

Provident Financial PLC 1.13E-05 -0.00012* -2.28E-05 -3.11E-05* 

Denmark 

Danske Bank A/S   -0.00032* -0.00013* -7.70E-05* -6.41E-05* 

Jyske Bank A/S    -0.00033* -0.00012* -4.25E-05* -3.76E-05* 

Nordea Bank Danmark A/S    -1.11E-05 -9.37E-05 3.94E-06 2.01E-06 

Spar Nord Bank A/S    -0.0002* -5.53E-05* -1.36E-05 -4.35E-05* 

Sydbank A/S    -0.00027* -9.59E-05* -6.80E-05* -3.02E-05* 

Germany 

Deutsche Bank AG 5.67E-06 -3.98E-05* -1.46E-05 -4.74E-06 

Commerzbank AG -0.00051* -1.84E-05 1.12E-05 6.36E-06 

France 

Societe Generale SA -0.00026* -8.61E-05* -3.49E-05 -2.13E-05* 

BNP Paribas SA -0.00033* -5.49E-05 -2.11E-05 -1.61E-05* 

Credit Agricole SA -3.79E-05 -0.00016* -4.97E-05* -3.41E-05* 

Natixis SA  -0.00086* -0.0004* -0.00022* -0.00022 

Switzerland 

Credit Suisse Group AG -0.00021* -7.06E-05 -4.07E-05* -1.64E-05* 

UBS Group AG -0.00029* -6.38E-05* -8.26E-05* -2.87E-05* 

Julius Baer Group Ltd -0.00031 -0.00013* -4.86E-05 -3.73E-05* 

Vontobel Holding AG  -0.00027* -0.00013 -1.93E-05* -9.80E-06* 

Netherlands 

ING Groep NV -0.0002 -0.00011* 7.77E-06 4.33E-06 

Van Lanschot NV   -0.00039* -0.00016* -5.82E-05* -3.63E-05* 

Austria 

Raiffeisen Bank International AG  -0.00011 5.69E-05 3.21E-05 3.10E-05 

Erste Group Bank AG  -0.00088* -0.00034* -3.55E-05 -2.60E-05 

Oberbank AG -4.92E-06* -1.93E-06* -1.39E-06* -1.01E-06* 

Schoellerbank Zinsstruktur Plus   1.29E-07 6.52E-08 2.47E-08 -6.70E-08* 

Belgium 

KBC Group NV 1.31E-05 -7.29E-05* -4.17E-05* -2.74E-05* 

Spain 
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Banco Popular Espanol SA   -0.00048 -0.00043* -6.97E-05 -0.0002* 

Banco Santander SA -0.00021* -5.56E-05* -2.68E-05 -2.58E-05* 

Banco Bilbao Vizcaya Argentaria SA -0.00023* -0.0001 -2.05E-05 -1.90E-05* 

CaixaBank SA -0.00067 -0.00028* -3.13E-05 -2.88E-05 

Banco de Sabadell SA -0.00074* -0.00025* -1.44E-05 -1.18E-05 

Italy 

UniCredit SpA -0.00065 -8.98E-05* -4.18E-05 -2.06E-05 

Intesa Sanpaolo SpA -0.00063* -0.00011 -7.18E-05 -2.28E-05 

Banco BPM SpA -7.96E-05 -0.00026* -6.10E-05* -1.69E-05 

Banca Monte dei Paschi di Siena SpA -0.0012* -9.78E-05 -4.33E-05 -4.51E-05 

Unione di Banche Italiane SpA   -0.00024 -0.00019* -5.19E-05 -1.63E-05 

BPER Banca   -0.00084 -0.00021* -0.0001* -6.18E-05* 

Portugal 

Banco Comercial Portugues SA -0.00331 -0.00072* -0.00032 -0.00014 

Banco Bilbao Vizcaya Argentaria SA -8.55E-05 -0.00011* -4.78E-05 -4.28E-05* 

Ireland 

Allied Irish Banks PLC 0.007427 -0.00054 -0.00013 -0.00016 

Bank of Ireland -0.00123* -0.00043* -4.94E-05* -3.63E-05* 

Greece 

Alpha Bank AE -0.00263* -0.00127* -0.00023* 1.67E-05 

Eurobank Ergasias SA -0.00327* -0.00163* -0.00027 -0.00026* 

National Bank of Greece SA -0.00342* -0.00146* -0.00025 -0.00028* 

Piraeus Bank SA -0.00354* -0.00173* -0.00015* -7.15E-05* 

Norway 

DNB ASA  -2.68E-06 -3.11E-05* -1.40E-05* -6.23E-06 

Sweden 

Swedbank AB  -1.90E-05 -5.52E-05* -2.25E-05* -3.19E-05* 

Skandinaviska Enskilda Banken  -1.82E-05 -2.10E-05* -9.78E-06 -3.80E-06 

Svenska Handelsbanken AB  -0.00023* -5.93E-05 -1.26E-05* -7.68E-06* 

Europe 

STOXX Europe 600 Banks -0.00011* -1.64E-05 -1.00E-05 -6.57E-06 
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7. Conclusion 

 

The results of our survey show a positive relation between the European Central Bank‘s 

announced program and the returns of stocks of the 52 European banks. Τhis effect is stronger 

in the same day Dt(0) of the announcement, while the impact is stronger for the SMP 

programme , implying that this program is more effective in comparison with others. This is 

rational, as this method was the first one and investors‘ reactions were more intense, while 

they changed their financial behavior during the rest programs.    

Furthermore, analyzing the banks per country, we find that the banks of the countries which 

benefit most from the unconventional policies, are these from Southern Europe, such as 

Portugal, Italy, Ireland, Greece and Spain. These countries face serious fiscal problems, thus 

we observed the reduction of the stock prices of those banks in the past. However, the 

announcement of QE by the ECB has created positive expectations for the solution of their 

problems. Hence, the result for these five countries was the increase of the returns of the bank 

stocks compared with other European countries. 

On the other hand, the announcement of unconventional monetary policies had a low impact 

on countries with solid banking system such as Switzerland, Denmark, Norway and Sweden. 

This seems that, due to the strong financial characteristics of their balance sheets, the 

investors felt that these banks would not offer strong returns. As regards the northern 

countries such as England, Germany, France and Belgium, the unconventional monetary 

policies had recorded a limited effect on them. This means that investors showed lack of 

concern. 

As far the GARCH model results are concerned, the unconventional monetary policy of the 

European Central Bank reduces the volatility of stock prices and especially for the Covered 

bond purchase programme (CBPP3), that the coefficients are statistically significant at 10% 

level for the most banks. 

In Dt(-1,+1) period, the coefficients are statistically significant at 10% level for the most 

banks for the Short-term sovereign bond purchases (Outright Monetary Transactions, OMT) 

and the Covered bond purchase programme (CBPP3), while in case of the GARCH model, 

the coefficients are statistically significant at 10% only for the Covered bond purchase 

programme (CBPP3). Also, our results show a negative relation between volatility of stock 

prices and the unconventional monetary policy of the European Central Bank. 



26 
 

 

In Dt(-3,+3) and Dt(-7,+7) periods, the coefficients are not statistically significant at 10% 

level, implying that there is no reaction and the returns of the stocks of the banks are not 

influenced by European Central Bank‘s policy. As far the GARCH model results are 

concerned, the coefficients, in Dt(-7,+7) period, are statistically significant at 10% level only 

for the Covered bond purchase programme (CBPP3) and the negative relation between 

volatility of stock prices and the unconventional monetary policy of the European Central 

Bank is continued. 

Therefore, the analysis demonstrates that unconventional monetary policies have a positive 

effect on the European bank stocks at the same day of the announcement, but this effect has 

low size and duration. In addition, the essay proves that European Banks, which are located in 

countries with fiscal problems and the investors in them face uncertainty, depend on 

unconventional monetary policies.  

In addition, the higher returns observed in peripheral European countries‘ banks could, up to a 

degree, be explained by the fact that prior to the unconventional monetary measures 

announcements, investors were reluctant to purchase the stocks of these particular banks due 

to the severe problems that they were believed to be facing. On the other hand, returns of core 

European countries‘ banks were lower because more investors felt already comfortable when 

positioned in these particular stocks regardless of the extraordinary announcements since they 

were deemed to be safer. So overall, the announcements induced a smaller number of new 

long positions to be opened in these banks compared to those of countries regarded as more 

troubled.  

A further reason that returns for peripheral countries‘ banks were higher during the SMP 

announcement compared to the other QE announcements, could be that during the SMP 

announcement the peripheral economies performance was significantly worse, as most of 

them were in recession, compared to the time when other programmes of QE was announced. 

This could be taken as a sign that investors regarded the SMP program‘s announcement and 

implementation to be much better timed, than the other programmes. 

So, with regard to the policy implication, the result shows that the ECB supported the 

European banks with the unconventional monetary policy that followed, but the Governing 

Council of European Central Bank needs to improve more its frameworks for more effective 

results in the future.  
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