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C Market failure: EurozoneYears up to the Greek Crisis
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Market View of Cyprys overithe: lastfive-years

C Unlike Greece, Cyprus became

YTM, % a credible borrower within the
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Cyprus: \MilderRecessiapwhy?
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5. Yet, loigLidquidity-eorunchsas inr&reece

HH An NiRLppseblenp plagues the future as:well
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arise firom affiseal2& competitiveness prehliem,
but also firem athanking and privatessector
leverage problem



Do Roliticsrmaitter?

YES, in a big waand hopefully Cyprus will continue to avoid its
bad influence

1. We already claimed politics was one of the factors which caused a deeper
recession in Greece, where no rational analysis of the crisis took place and
people were divided into foror-against theMoU. Most Greeks thought the
MoU brought the crisis, not that the crisis brought thigloU

2. Yet there is a second sad influence of Greek politics on Growth: Politics
destroyed the economic takeff that began in 2014. A new leftist
government openly confronted the lenders (something Cypriots never did),
destroyed credibility, caused population panic and brought capital controls
and asecond recession

A The result is nowa new vicious cycle Instead of one billion euro worth
of measures that were agreed in December 2014 for generating Primary
surpluses of 3.5% of GDP, now we are talking abe8ibn measuresand
with no growth prospects in sight

A Huge losses in forgone incomes, in bank stock values which were in the
hands of the State, in the privatizations momentum!

3. The evolution of Sentiment reveals a lot about the differences in politics
between the two countries
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C The sentiment e

Index in Greece 1,
moved together
with sentiment in '~
EA until late 2009,
both declining
C Decoupling during
the Greek crisis 00
¢ From late 2012 on,
Greek sentiment
moves upward and
again together with
EA sentiment

C Greek sentiment peaked in the period June 201dMovember 2014, but
subsequently began a fast downward slide as the political landscape
deteriorated and generated new uncertainty, thus decoupling a second time
from the rest of EA
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Area Sentimentevenl during-the \Cyprat €Eeisis
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