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LA Two years of Greek & Euro Area crisis

EAAHNIKH ENQZH TPATIEZOQN
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I.LA External and internal (fiscal) imbalances
following EMU formation

EAAHNIKH ENQZH TPATIEZOQN
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LA Euro Area has low total gov. debt but
divergent paths of national debts

EAAHNIKH ENQZH TPATIEZOQN

Gross Debt (% of GDP) | 20 2364
[ Country [ 2010 | 2016 | 1 General Government Debt

AT | 72.2 | 729 |  «sl (% GDP & Change from 2007 to 2011 in pp GDP) -

BE 96.7 | 93.0 1

CY 60.8 68.8

EE 6.6 4.9 150 |

FI 48.4 52.3

FR 823 | 87.7 | |

DE 84.0 75.0
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LU 18.4 | 30.7 .

MT 67.1 62.8 Japan Greece Ireland Portugal USA EA-17 UK Spain
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GIKAS A. HARDOUVELIS Source: IMF, World Economic Outlook Data (September 2011) 6




LA Leverage is not only public -

EAAHNIKH ENQZH TPATIEZOQN
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LA The supply of credit: Over-aggressive

financial sector?

EAAHNIKH ENQZH TPATIEZOQN
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v Greek banks did not over- expand and did not hold toxic assets;
they were not affected by the international financial crisis

AN

banks hold large amounts of peripheral sovereign debt

June 2011 stress tests did not persuade the IMF or the market
Sovereign risk and banking risk are almost indistinguishable today as



LA Bank funding pressures are going up again
but capital ratios improve

EAAHNIKH ENQZH TPATIEZOQN
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LA Different Euro Area countries
confronted with different challenges

EAAHNIKH ENQZH TPATIEZOQN
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I.B  Why a crisis? Economic theory of
Optimum Currency Areas was ignored

EAAHNIKH ENQZH TPATIEZOQN

Politicians advanced the hypothesis that convergence to an Optimum Currency Area will
naturally take place once EMU is formed in an environment of open borders and free

competition. Openness & free competition were legislated prior to the formation of
EMU:

v Liberalized labor, capital and product markets among participating
countries

v Internal market rules that ensure a level-playing field.

However, the remaining structure of the real economies was left intact. But for OCA to
occur, member countries either have to share similar structures or be flexible enough to

absorb shocks quickly and share a common central authority that would redistribute the
effects of shocks

A fiscal transfer mechanism was never installed as it required deeper political
integration

Further uniformity in economic structures was avoided due to domestic political
resistance in various countries. The Maastricht Treaty did mention the significance of
economic variables like the balance of payments, unit labor costs, etc.

= No mechanism was created to control systematic imbalances between Member
States

= No importance was given to a) the uniformity of pension systems, b) the
competitiveness of labor markets, and c) the uniformity of tax rates

The Lisbon Agenda aiming to improve competitiveness addressed EU member states,
not EMU states. It was also based on the method of “open coordination,” which posed
no constraints on Member States

GIKAS A. HARDOUVELIS 1



.B  EMU formation led to
additional imperfections

CAAHNIKH ENQZH TPAIIEZON

% The Stability and Growth Pact (SGP) and the independence of the Eurosystem
were considered the main pillars for the Euro Area stability

v Independence of Eurosystem worked, although threatened today
v" SGP did not work

+ System of embedded penalties for excessive deficits was relaxed after
Germany and France faced the first difficulties

¢ EUROSTAT auditing of fiscal data proved far from perfect (Greek statistical
data constitute a typical example).

v" “No Bailout Clause” was presumed to exist but ceased ex-post, after the crisis hit

s The very existence of the Euro Area resulted in absence of market discipline, which
allowed low interest rates and resulted in the explosion of private and public debt

v' As money was cheap, banks became over-extended and vulnerable
v' Real estate bubbles were formed
v" Public Deficits in certain countries went over the 3% GDP limit

v" Nominal wages proved sticky and did not allow proper adjustment to external
asymmetric shocks

v’ Structural reforms were abandoned, a competitive Euro Area North and an
uncompetitive Euro Area South emerged

12
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.C Is there a solution? Europeans in disarray
are fixing an architecture with a 15 year lag

CAAHNIKH ENQZH TPAIIEZON

v' Euro Area countries understand EMU dissolution is not an option: Implies
huge costs in financing, in trade, in politics and the average European living
standards

v" The crisis revealed two needs, not necessarily complementary:
% Need for actions to contain the crisis

** Need for a better long-run framework, which would ensure long-term
stability of the euro

v" Euro Area has chosen to focus on redesigning its framework and ignored
the need to contain the crisis, which has slowly grown larger and larger. In
fact, the new design, which comes ex-post with a 15-year lag, tends to
inhibit actions that can counter the crisis but add to moral hazard

v' The Euro Area is working on three fronts:

% Harmonization of Fiscal policies - Van Rompuy proposals, final report will
be presented on October 2011 EU Council

» Harmonization of Competitiveness policies - “Euro Plus Pact’

% Financial stability — Better regulation & supervision of Financial Institutions
plus the European Stability Mechanism: No-bailout clause gone, funds
boosted, ability to intervene in primary & secondary market

L)

0

o0
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I.C Yet crisis abatement requires a more
drastic response: Some fresh ideas

On the ECB role

s To keep independence, ECB should transfer its SMP to the EFSF (Micossi 2011c)
ECB should have ability to guarantee the debt of all Euro Area countries (Wyplosz 2011)

ECB should act as lender of last resort not only for banks but also for governments
(De Grauwe 2011b)

» ECB should keep the SMP operations until EFSF can do it properly. EFSF under its
current governance structure, is ill-suited for crisis management (De la Dehesa 2011)

CAAHNIKH ENQZH TPAIIEZON

X/
0‘0 *0

K/
0.0

0

On the EFSF (ESM) Role

O/

«» EFSF should be transformed into a fiscal transfer mechanism (Tabellini 2011)

X/

s Transformation of the EFSF from an SPV with capital guarantees to a bank or an SPV

with permanent capital. It would then borrow from the market and/or the ECB (Gross &
Mayer 2011).

Immediate Problems of current structure

v" The governance structure of the EFSF needs reform since it is too slow (e.g. recent
German Constitutional Law decision) for crisis management. (De Grauwe 2011b)

v Limited lending ability of the EFSF under its current status

v Member states’ EFSF capital guarantees are a potential source of contagion (Miinchau
2011)

GIKAS A. HARDOUVELIS 14



.C Yet crisis abatement requires a more
drastic response: Some fresh ideas

E-bonds

s Jointly issued E-bonds will substitute national sovereign debts. Rating close to the
rating of the best-rated national bonds.

CAAHNIKH ENQZH TPAIIEZON

% E-bonds issuance from the EFSF under strict conditionality (Suarez 2011).

% E-bonds up to 60% of GDP of each member state (blue & red bond distinction,
Weizsacker-Delpa 2010)

% E-bonds issuance by the EIB (for large investment projects) as a growth mechanism
Problems

v' Cost of funding for the best-rated Euro Arra members will increase under an E-bond
scheme (Ifo 2011)

v' E-bond scheme is a source of moral hazard for the profligate member states (Manasse
2010b)

v" Common rules for fiscal policy decisions, fiscal auditing, etc., are prerequisites for the
introduction of E-bonds (Gross, 2011)

European Safe Bonds: (Brunnermeier, Garicano, Nierwerburgh, Pagano, Reis, Santo, Vayanos)

/
0’0

Create a European risk-free asset to improve the efficiency of global portfolio allocation

R/
0‘0

This can be done by Securitized bonds issued in at least two credit risk tranches

R/
0’0

Those bonds are collateralized by existing government bonds from every EZ country

with fixed weights
15
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I.C Is there a recipe for euro survival?

CAAHNIKH ENQZH TPAIIEZON

s European response thus far was piecemeal and relied on austerity and (perhaps)
pretence (Economist (Sept 17- 23)). A more holistic approach is apparently required

s The visit of US secretary Timothy Geithner at the September 2011 ECOFIN Council
was intended to push Europeans for a drastic solution beyond the narrow local
country interests; serves to indicate the EZ crisis has become global

% Increasingly, the Economist view is promoted among policy circles:

A recipe for euro survival:
1) Separate insolvent from illiquid countries; Restructure the debt of insolvent and
provide unlimited backing to illiquid ones; There is urgent need to create a firewall
around solvent governments.

v" Recent German and Greek discussion of a large haircut pinpoints the issue, but represents a
major loss to Greek pension funds and banks

2) Shore up the capital base of European banks to be able to withstand country defaults
v IMF’s discussion on the need to recapitalize European banks pinpoints the issue

3) Switch to an agenda of growth from the current obsession with fiscal discipline

v Possible need to follow the US example of handling the crisis; Meets strong German
opposition as it increases moral hazard; Greece has no discretionary power
4) Redesign the long-term EZ framework in a way that does not allow crises, implying
change of treaties
v The design effort on the new Euro Area architecture is along those lines

16
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I.D Greek economy faces major challenges

CAAHNIKH ENQZH TPAIIEZON

Economic Outlook

Expectations worsened

= A GDP growth expected at -5.5% in 2011, -2.5%
in 2012

= Inflation expected at 2.9% in 2011, 1.5% in 2012

= Budget deficit expected at -8.0% of GDP in 2011,
-7.0% in 2012

= Public debt, at 142.8% of GDP at the end of
2010, is expected to reach 165.6% at the end of
2011, 189.2% at the end of 2012 and 162.9 at the
end of 2013 according with IMF’s World Economic
Outlook database (September 2011).

Key Themes

After five months (May-Sept 2010) of aggressive
reforms, momentum was lost, and a piecemeal
approach to implementation proved ineffective

= Troika insists on structural measures to reduce the
deficit as MTFS implementation and privatizations
stall

= Crisis spreads to Italy

» Recent discussion about a large sovereign bond
haircut raises uncertainty and brings the PSI
initiative on its head

GIKAS A. HARDOUVELIS

Bank Watch

Private banks respond to the challenge

Deposit withdrawals pose risk to banks, but a
major component is driven by the recession

Continued support from the ECB required
Capital ratios boosted in last 2 years by ~200 b.p.

Private credit expansion -2.6% yoy in June 2011
(BoG data). Continuation of such a pattern will
contribute to a deeper recession

Bank M&As have begun with FDI to flow in

MTFS targets more difficult as new tightening
measures may create a large recession in 2012,
destabilizing the IMF/EU/ECB Programme

Political risk remains high
Risks of social upheaval high

Recession deepening increases banks’ ECB-
dependence and risks of deposit withdrawals

Approval of July 215t decisions by 17 parliaments
questionable and, coupled with new discussions of
a larger haircut, increase uncertainty

Contagion risks have increased

17



.D Economic Outlook: EU/IMF/ECB July 2011

baseline scenario A
2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2020
GDP Growth (%) -2.0 45| -3.9 0.6 2.1 2.3 2.7 3.0
GDP deflator (%) 1.3 2.3 1.7 0.7 1.0 1.0 0.9 1.8
Nominal GDP (€ bn) 234 230 | 225 228 235 243 | 252 313
Current Account (% GDP) -11.0| -104| -8.2 -71 -6.3 -6.0 | -5.2 ----
Interest Rate (%) 4.7 4.2 4.6 4.9 5.0 5.5 5.9 6.7
Bund Rate (bps) === 225 | 275 350 350 350 | 350 350
Spread over Bund (bps) - | 1175 | 1175 | 1000 800 675 | 600 250
Interest Expense (€ bn) 12.3 126 | 15.2| 18.2| 19.7| 22.0| 23.1 26.8
Interest Expense (% GDP) 5.3 5.5 6.7 8.0 8.4 9.1 9.2 8.6
Primary Expenditure (% GDP) 47.6 440 | 41.7| 408| 38.3| 356 | 33.9| 321
General Gov Revenues (% GDP) 37.3 39.0| 409 | 422 | 419 | 420 41.6| 38.5
Primary Balance (% GDP) -10.3 -5.0| -0.8 1.4 3.6 6.4 7.7 6.4
General Gov Deficit (% GDP) -15.5| -104| -7.6 -6.5 -4.8 26| -1.5 -2.2
General Gov Deficit (€ bn) -36.4 | -239| -17.0| -14.8| -11.2 -6.5| -3.7 -6.8
General Gov Debt (% GDP) 127 143 | 166 172 170 160 | 146 130
General Gov Debt (€ bn) 299 329 | 373 392 399 388 | 368 407

GIKAS A. HARDOUVELIS

Source: IMF Country Report No. 11/175 (July 4, 2011), Eurobank EFG Research; does not include PSI
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I.D Greek Economic Outlook: Main
characteristics of the EU/IMF/ECB program

CAAHNIKH ENQZH TPAIIEZON

Long-term outlook
v Greek economy: Conservative future expansion
% Real GDP growth around 3% from 2015 on, below the 1996-2008 average.

% Inflation subdued, never above ECB target of 2%: It is necessary to break up
oligopolistic market structures
% Current Account Balance of -5.2% GDP in 2015 (still no external equilibrium
with Incomes deficit rising)
v Huge downsizing of the public sector:
s Primary Expenditure from 47.6% of GDP in 2009 to 32.1% in 2020, meaning a
huge reduction in the relevant size of the public sector.
v A negative snowball effect on Debt/GDP:

s Prior to PSI, nominal interest rate at 4.6% - 6.9%, which is higher than the
nominal growth rate (-2.2% — 4.8%): Big primary surpluses needed in order to
obtain fiscal sustainability.

v The public debt burden eases gradually as a % of GDP from 2013 onwards
% Public debt at 130% of GDP in 2020.

*,

4
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I.D Greek overview:
How can long-term growth come back?

CAAHNIKH ENQZH TPAIIEZON

Elements of a strategy:
s Avoid “muddle-through economics” as they can lead to a slow death trap

% Follow the MoU at a faster rate than required
s Contain possible social upheaval through transparency of actions

* Be more aggressive with special interest groups that extract economic rents,
reduce bureaucratic cost to business, open-up markets and closed professions,
emphasize education and R&D

*+ Begin privatizations soon, as they may reverse the investor climate plus may
bring FDI. Privatizations should not be viewed as cash machines

s Improve absorption of Cohesion Funds, PPPs, stabilize business sentiment,
fight corruption, stabilize tax regime, simplify legislation

% Follow an export-led paradigm of growth (to replace the failed consumption-led
one) based on price- and quality-competitiveness, support a switch from non-
tradeables to tradeables sectors

% Free-up resources from the public sector by shrinking the general public sector

20
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EAAHNIKH ENQZH TPATIEZOQN
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Il. Why does one have to read the HBA volume? "

EAAHNIKH ENQZH TPATIEZOQN

Because in its 34 articles the reader gets a bird’s eye view on the major
issues of the international, Euro Area and Greek crises

Volume (in Greek):

“"The international crisis, the Euro Area
crisis and the Greek financial system”

«H 01€0vrnc Kpion, N kpion oTnv eupwlwvn Kai
TO EAANVIKO XpNHATONIOTWTIKO OUCTNMA »

22
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LA Financial sector and economic growth

CAAHNIKH ENQZH TPAIIEZON

Section A discusses the relation between the financial and real
sectors of an economy:

1. XpnuaromioTwTiKé cUCTNUA KAl OIKOVOUIKA dpaoTnpiornTa
Anpntprog Méoxog, Kabnyntng tou MavemoTtnuiou ABnvwy Kai
OikovopikéG ZUuppBoulog TG Eutropiknig Tpartrelag
Mewpylog Xoptapéag, AvattAnpwTtric KabnyntAg Tou MNMavemmoTnuiou
ABnvwv

2. XpnuaromoTwrikn oraBspornra, emevouoeis & avamruén
AnpRTpng Toopwkog, Kadbnyntrg tou lMNavetmoTtnuiou Tng OZpopdng
AnpnRTpng BoAiwTtng, AékTopacg Tou MavemmoTnuiou MNeipaiwg

23
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II.B Six lessons from the international
financial crisis

CAAHNIKH ENQZH TPAIIEZON

Section B concentrates on issues that arose from the international crisis

1. Etaipikn SiakuBEpvnon mpIv KAl UETA TNV Kpion
NikéAaog TpauAdg, Kabnynthc kai Mputavng Tou ALBA

2. AigBvi¢ kpion kai AoyioTika mTporutra: Eméreivav ra AoyIOTIKA TTPOTUTIA TO
uéye0oc¢ tn¢ kpiong; lNooo n kpion srnpealsl ta HEAAOVTIKA TTPOTUTIA;
Avlipog Owpuotroulog, AvatrA. AieuBuvwy 2upBoulog ETE

3. Aiaxeipion Kivouvwy. Aiddayuara amo tnv Kpion Kal TTPOOTTTIKES
MixanA XapaAaptridn, Tpwnv Etke@aAng Aiayx. Kivdouvwy Opidou Tp. Meipaiwg

4. O pOAo¢ Twv mPpoBsouIakwy oulfoAdiwy avraAAayng moTwWTIKOU KIivOUvou
ornv Kkpion rou 2008 ori¢ HIIA kai Tnv EAAnNVIKL) dnOCIOVOUIKN Kpion TOU
2010

Ap. Oe6dwpog ZTapariou, oikovouoAdyog Eurobank EFG Research

5. O1 amoyeig Twv oikwv aloAdynong Kai ol ayopéS
Karepiva MNMavotrouAou, Ettikoupn Kabnyntpia MNavetriotTnuiou Meipaiwg
Ap. XpRotog Tooupag

6. O1 kaivorouieg orn vouiouarikn moAiTikn ornv supwlwvn amo 1o 2007 Ewg
onuepa Mavayiwtng AAegdkng, Kabnyntrig Tou Mavetotnuiou ABnvwy

24
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II.C Greek banks before and after the crisis

CAAHNIKH ENQZH TPAIIEZON

Section C concentrates on the characteristics of the Greek banking
system with an emphasis on its lack of liquidity.

1. Tpamelikn — Taosic (TpIv) KAl TPOOTITIKES (UETA TNV Kpion)
Ayyelog A. Avt{ouAdTtog, Kabnyntig MNavetmoTtnuiou lMNeipaiwg
2. 2UYKEVTPWON KAl AVTAYWVIOTIKOTNTA OTOV TPATTE(IKO TOMEA
EppavounA Tolipitdkng, Av Kabnyntig MNavemotnuiou lMNeipaiwg
HAiag TolpiywTtdkng, Oikovouikdg AvaAuTtic ETE
3. Xpnuarodornon rwv eAAnvikwyv tparre{wv orn SIAPKEIA TNS KPiong
MNwpyog MixaAdétrouAog, AicuB. Xpnu.2Zxed. & Alaxeipiocws Alpha Bank
4. TitTAotroiNoeIS KAl KAAUNUEVES OLOAOYIEC WS EPYAAEia peuaTOTNTAS

Nikog Zayopnoiog, AicuB. Capital Management & Emromrteiag Alpha Bank

lwavvng AonpéAng, lNpoiotduevog Tn¢ idiag dielbuvong
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II.D The Greek & Euro Area crisis — Macro issues

CAAHNIKH ENQZH TPAIIEZON

Section D discusses the topics of debt, the political economy of the crisis, the
problems of the pension system, the needs of labor reforms and the unfolding
game between the periphery and the center of the Monetary Union

1. H duvauikn rou xpéoug oric xwpes NS ONE kai o1 avridpaoceiS Twv
XPNHATOITIOTWTIKWY AyopWwV
Ndavou Ogo@uAdkou, Npoictapévn Tu., AieuB. Makp.Availuong,YTr. OIKOVOUIKWY
MNavvng Zroupvapag, Kab.lMavemoTtnuiou ABnvwy kai [Mevikdg Alceubuvtic Tou IOBE

2. 2uortnuikn kpion kai diauaxes ornv eupwlwvn
ApxovTig MNMavroilog, Kabnyntric oto Auepikavikd KoAAéylo @eooalovikng (ACT)
KaAAivikog NIKOAAKOTTOUAOG, OIKOVOUOAOYOC

3. To gAANVIKO KPATOS OTO AVANOPPWTHPIO: YId TTAPAKWAUCT TOU AQvTaywvVICUOU Kai
TNG OIKOVOMIKNAS avamruéng, aAAd Kai yid ...TAOEISC AUTOKATAOTPOPNS
MixaAng Maocoupdkng, Avwtepog AleuBuvtrc Oikovouikwy MeAeTtwyv Alpha Bank

4. [loAITiki) olkovouid v uéOow Kpiong
Xp1o16d0UA0Gg ZTEOAVAdNG, AvatTAnpwTtric KaBnyntng MNMavetmoTtnuiou Meipaiwg

5. Mesrappubuion TS KOIVWVIKAS AO@AAIoNS KAl TNG ayopdc pyaaoiag Kai
MAKPOXPOVIEC ONIOCIOVOUIKES TTPOOTTTIKEC
AnunRTpng MapouAng, Aicubuvtric TnS A. OikovopikAc AvaAuoewc Alpha Bank
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ILE Competitiveness

CAAHNIKH ENQZH TPAIIEZON

Section E discusses the topic of competitiveness from a micro and macro
perspective:

1. Avraywviouog Kal puluion oTIC ayopEC TTPOIOVTWYV UTTO TO TPioud TNG Kpiong
oTnv €AAnVIKIN oikovouia

Nikog Béttag, Kabnyntig ato Oikovouiko lMNavetmiotiuio ABnvwy

2. H amrwAsia avraywvioTiKOTNTAS TNS EAANVIKAC OIKOVOMIAC META TNV £iI0000 TNG
Xxwpacg ornv ONE

AnpnRtpiog MaAAiapétrourog, Kabnyntic MNavetmmoTtnuiou MNeipaiwg

3. H &dwrepikn aviocopporria tng EAAnvikng Oikovouiag: Aitid, XapaKTnpIoTIKA Kdl
ogvdpia rTpooappoyns

Ap. Avaotdoiog AvaotTaocdrog, oilkovouoAoyog Eurobank EFG Research

4. O1 eEAANVIKEG ETIXEIPNOEISC NETA TNV Kpion: [1POOTTITIKES KAl OTPATNYIKES YIdA
O01e0vn avraywvioTiIKOTHTA

21TUpog Aloukag, Kabnyntric Oikovouikou lMavemmotnuiou ABnvwyv
5. Ayopd spyaoiag Kal EMIXEIPHOEIC: Kpion Kal SIApBPpWTIKESC NETAPPUBUIOEIC
‘EAeva Zipivtdn, uttownoeia Aidaktwp Tou London Business School
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Il.LF Market reactions during the crisis

CAAHNIKH ENQZH TPAIIEZON

Section F explores issues of market pricing during the crisis:

1. Zuornuarika o@dAuara oric mpoBAEWEIC TwWV avaAuTwy Kal TAKTIKN KATavoun
EMEVOUOEWYV

NikéAaog Koupoyévng, Ettikoupo¢ KaBnyntr¢ MNavemmoTtnuiou Meipaiwg
NikATag MittAg, Kabnyntic MNavetmiotnuiou Meipaiwg

2. H d16vi¢ xpnuATOTTICTWTIKN KPpion KAl N ayopd KAaroiKiag. Emimrwoeis oTic EAANVIKES
ueTOoXEC TwY Avwvuuwy Eraipsiwv Erevduoswyv og Akivntn lNepiouoia

NikéAaog Atrépyng, Kabnyntrig MavemmoTnuiou lMNeipaiwg

3. MeraBAnTornra oro eAAnviko kai ora o1E6vn xpnuariorTnpia Kara rnv mepiodo 2006-
2008

Mewpylog Zk1ado1TouAog, AvatAnpwTrc Kabnyntric MNMavetmmoTtnuiou MNeipaiwg

4. Epunvevovrag ra mepibwpia amrédoong Twv KUBEPVNTIKWY OHOAOYwV TNG supwlwvng
TNV MEPIOOO TTOU aKoAouBnoe 1o {éoraoua tng MaykKoouIas XPNHATOTTIOTWTIKNG
Kpiong
Ap. MAdTwv Movokpouoog, EtikepaAnc AieuB. Tpéx.Oik.AvaAluong Eurobank EFG

5. [lpoodIopIOTIKOI TTAPAYOVTES KAl KUKAIKEC AAAQYEC TOU OTTPEVT UETASU TWV EAANVIKWV
Kal YEPUAVIKWYV EMITOKIWV

HAiag T¢aBaAng, Kabnyntrigc Oikovopuikou MavemmoTnuiou ABnvwy

6. [lepiypagikn AmeIKOvVION UN-OTACINWYVY XPNHATOOIKOVOUIKWYVY XPOVOoOoEIpwV: XWPIKES
KATavouES Kal XpOVOoC mapapovis

AnpATplog Owudkog, Kabnyntig MNavetmmoTtnuiou MNeAotrovvrioou
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.G Financial regulation

CAAHNIKH ENQZH TPAIIEZON

Section G discusses new issues of financial regulation, which the crisis
revealed:

1. «BaoiAgia lll»: n avaBswpnon Tou IcXUOVTOS KavoVvIOTIKOU TTAaigiou TG EmMITpoTAS
Tn¢ BaoiAciag yia tnv Tpamelikn Emorrreia ue oréxo tnv evouvauwon tng
oraBspornrag rou d1sbvoug Tpamre{iIKkou CUCTHATOS

Xpnotog Nképroog, Av. KaB. MNMavteiou MavemoTtnuiou & Mev. Npapuatéag EET

2. H xpnuarooikovouiKry puBuION KAl TO KOOTOS KEQPAAQIOU TWV TTICTWTIKWYV IOPUUATWYV
2Ta0p0g Owuaddkng, KaBnyntr¢ MavemoTtnuiou ABnvwyv
Ap. KwvoTtavrivog Aoifog

3. H OGsouikn opydvwon TnS XpPNMATOOIKOVOUIKNGS ETOTTTEIas oTnv EAAada: lNpokAnoeig
KQal TTPOOTITIKES META TNV Kpion

MavayiwTtng Zraikoupag, Etikoupo¢ Kabnyntrg MNavemmoTtnuiou MNeipaiwg

4. H pubuioTikn rapéuBaon oTic ayopéC KepaAaiou ornv Eupwmraikn Evwon wg
OUVETTEIA TNS KPiong

XpioTiva AiIfadd, Aéktopag Mavermotnuiou ABnvwy, Etotnuovikr ouvepydtng EET
Ap. Avva Baoila, Emiotnuovik cuvepyarng EET

5. EpyaAsia kal TexvIKES TapakoAoubnong Tou oUOTNHIKOU KIVOUVOU Kal Tng
XPNHATOTTIOTWTIKNG OTa@spOTnTacg: H epapuoyn roug oro eAAnVIKO Tparmreliko ouornua

Ap. HAiag Aekkég, AicuBuvtriic Oikovouikic AvaAuong & Ayopwyv Tpdatredac lMNMeipaiwg
MNavvng KouteAiddkng kail EipAvn Z1dyyeA, olkovouoAdyol TNG Jovadag
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Conclusions

CAAHNIKH ENQZH TPAIIEZON

D)

» The Euro Area is fixing its architecture, avoiding a fiscal union, but strengthening

L)

v" the regulation and supervision of its financial sector

v' the unification process through a harmonization of fiscal and competitiveness
policies, as necessary complements to the common monetary policy

* Yet markets have anything but calmed, and demand a resolution to the crisis

% Resolving the crisis requires drastic actions, which tend to increase moral hazard and
contradict a long-term optimal EMU design, hence meeting the resistance of some Core
European countries

%  The drastic actions to contain the crisis begin by distinguishing between Insolvent and
illiquid countries, and between Insolvent and illiquid banks

% Ireland and Portugal seem to manage the crisis thus far, while Italy is aware of the
required austerity actions to take but is unable to deliver

% Greece is in a graver spot, with the largest debt: After an initial strong reform momentum
that lasted five months, the implementation of reforms stalled. “Ownership” of the
Reform Program — a necessary condition for success — was never attempted.

% A second bailout — including PSI - was decided on July 218!, but its approval is still
pending; in the meantime, a discussion on a large haircut began

s The HBA book (in Greek) provides a comprehensive analysis of the current Greek and
EZ crises, as well as the earlier international crisis
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Thank you for your attention!

EAAHNIKH ENQZH TPATIEZOQN

www.eurobank.qgr/research
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