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DISCLAIMER 
 

No information published constitutes a solicitation or offer, or recommendation, or advice, to buy 
or sell any investment instrument, to effect any transactions, or to conclude any legal act of any 

kind whatsoever. 
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by Georgios A. Savvakis * 
 
 
Difficulties for the Greek asset prices start just now as the first review of the third 
Greek program came to an end, even with some remarks and minor issues still 
open. Having rallied hefty since February the 11th, discounting many positive 
developments, seems like it’s time to take some rest and reconsider the facts and 
the outlook. 
 
Eurogroup’s results is no secret that lack any strong positive surprise for the 
country, especially on the debt issue, which could be the catalyst for the equity 
and the bond markets to continue strong. The target of killing the beast and set it 
once and for all, holy-grail for the past and the current government, the rating 
agencies and the investment community as a whole, once again was postponed. 
 
The first reading is that the agreement is undoubtedly positive for short-term 
liquidity but for the debt relief is certainly negative. The most important negative 
element is the reluctance of the European creditors to make a firmer commitment 
to decrease the Greek debt. The rest was more or less as expected. 
 
The main points are: 
 
 The liquidity injection is an important development since it removes 

completely the risk of “accidents” till the end of the year while a significant 
part of the money will be given to the Greek government to repay its 
arrears. Tranche will give some space to the economy to breathe, 
although part of the air will be clipped by the austerity measurements 
recently adopted. 

 The decision allows the ECB to restore immediately, probably on the 2nd 
of June, the waiver for the Greek bonds, thereby providing cheaper source 
of funding for Greek banks. It also entitles the ECB to revise its policy on 
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haircuts for Greek collateral, improving further the prospects of the 
profitability of the banks this year. 

 The other positive aspect is that the threshold for gross financing 
requirements over the medium term remains 15%. Conversely, however, 
in the long term, the bar rises to 20%, this being an example of the 
discontent of Europeans to maintain the levels desired by the IMF on long-
term rates of ESM loans and the inability of the fund to push effectively 
towards their direction for a complete solution. 

 The need for reassessment of the debt sustainability analysis is likely to 
delay the ECB's decision to include the Greek bonds in its QE program, 
which according to our moderate estimates could amount to 2.9 bn euros. 

 The key decisions are postponed again until mid-2018, after German and 
French elections, which is a continuation of the existing political approach 
of «extend and pretend». The decision is partly an IMF defeat because it 
required direct and more substantive unconditional debt relief for Greece. 
The IMF should review its decision to participate in the program before the 
end of 2016, remaining on the sidelines for now.  

 Clearly, failure to include quantitative data and targets on debt reduction is 
a negative factor, expect a targeted re-profiling of 131 bn. euros of EFSF 
loans without incurring extra charges to the EU member states and the 
use of 20 bn euros of ESM funds inherited from the Greek banks. The 
agreement does address the obvious problem of when and how Greece 
will get market access again.  

 Quite the opposite and in continuity with the previous one, any other 
action on debt relief will be subject to political approval by the Eurogroup 
and be subject to "full implementation of the program." 

 Release of the European Central Banks profits through ANFA and SMP 
programs –already achieved in 2013/14 - also postponed to 2018 
depriving liquidity from the domestic system. 

 
All in all we did expect a better outcome on the debt issue and some more 
decisive approach from the IMF and the Europeans, but we were wrong. 
 
 
 
 
 
 
 
 
 
 

 
*  Georgios A. Savvakis, Senior Equity Analyst with Valuation & Research Specialists – 
VRS. 
 

He covers Greek macroeconomic and financial market developments as well as specific 
listed European companies. 
 

VRS is an independent equity research firm based in Athens, Greece. 
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DISCLOSURE STATEMENT 

 
 

 

 
VALUATION & RESEARCH SPECIALISTS (VRS) is an independent firm 
providing advanced equity research, quality valuations and value-related advisory 
services to local and international business entities and / or communities. VRS 
services include valuations of intangible assets, business enterprises, and fixed 
assets. VRS’s focus business is in providing independent equity research to its 
institutional and retail clients / subscribers. 
 
VRS is not a brokerage firm and does not trade in securities of any kind. VRS is 
not an investment bank and does not act as an underwriter for any type of 
securities. 
 
VRS accepts fees from the companies it covers and researches (the “covered 
companies”), and from major financial institutions. The sole purpose of this policy 
is to defray the cost of researching small and medium capitalization stocks which 
otherwise receive little research coverage. In this manner VRS can minimize fees 
to its clients / subscribers and thus broaden investor’s attention to the “covered 
companies.” 
 
VRS analysts are compensated on a per-company basis and not on the basis of 
their recommendations. Analysts are not allowed to solicit prospective “covered 
companies” for research coverage by VRS and are not allowed to accept any fees 
or other consideration from the companies they cover for VRS. Analysts are also 
not allowed to trade in the shares, warrants, convertible securities, or options of 
companies they cover for VRS. 
 
Furthermore, VRS, its officers, and directors cannot trade in shares, warrants, 
convertible securities or options of any of the “covered companies.” VRS accepts 
payment for research only in cash and will not accept payment in shares, 
warrants, convertible securities or options of “covered companies” by no means. 
 
To ensure complete independence and editorial control over its research, VRS 
follows certain business practices and compliance procedures, which are also 
applied internationally. Among other things, fees from “covered companies” are 
due and payable prior to the commencement of research and, as a contractual 
right, VRS retains complete editorial control over the research process and the 
final equity analysis report. 
 
Information contained herein is based on data obtained from recognized statistical 
services, issue reports or communications, or other sources, believed to be 
reliable. However, such information has not been verified by VRS, and VRS does 
not make any representation as to its accuracy and completeness. Opinions, 
estimates, and statements nonfactual in nature expressed in its research 
represent VRS’s judgment as of the date of its reports, are subject to change 
without notice and are provided in good faith and without legal responsibility. In 
addition, there may be instances when fundamental, technical and quantitative 
opinions, estimates, and statements may not be in concert. Neither the information 
nor any opinion expressed shall constitute an offer to sell or a solicitation of an 
offer to buy any shares, warrants, convertible securities or options of “covered 
companies” by no means. 


