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The issue of public finance covers numerous areas which are subject of all kinds of reviews/controls/audits.
In this paper, the author focused on the area of monetary financing, i.e. central banks direct
funding of public budgets. In most countries, monetary financing is prohibited. A ban on
monetary financing is also embodied in the EU law.

Nevertheless, the economic circumstances of the last few years has led the ECB to employ
certain unconventional monetary policy instruments (purchase of sovereign bonds) which might
be breaching the monetary financing ban. These actions by the European Central Bank (ECB)
were reviewed several times by the Court of Justice of the European Union (CJEU). In 2015,
CJEU upheld the ECB´s monetary policy, but in the same time it ruled that there were certain
limits that the ECB cannot cross. ECB continued with its unconventional policy including and
two years later, in 2017, a new challenge against the ECB´s monetary policy appeared before
the CJEU. According to the German Constitutional Court, there are strong indications that
ECB breached the monetary financing ban. As of today (March 2018), CJEU has not issued
its decision, yet.

Will the CJEU again back the ECB´s monetary policy? What if not? Will ECB have to
start selling the sovereign bonds it purchased over the years of its unconventional monetary
policy? How will it affect the issuers of the bonds, i.e. the heavily indebted EU countries?
The monetary policy of the Eurozone countries is now hard to predict, which raises numerous
problems.
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