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The Greek Saga Continues .. W hat is Next??
Fadi Nasser (SVP – Head of Treasury Sal es)
The following observations are key headlines relating to Greece’s latest developments (over the past 12 hours)
in order to gauge what happens next:
-

-

-

-

-

Greeks vote “no” by a whopping majority (61% versus 39% for the Yes vote) at yesterday’s
referendum (which again was a vote of confidence on the European bailout proposals), reject
demands for more austerity.
JP Morgan and Barclays say Greek Exit from Euro is now their base Case Scenario. Citigroup and
Goldman Sachs say Greece will remain with the bloc
Merkel CDU budget Spokesman says the Greek vote is a “catastrophe”. German Vice Chancellor
Gabriel says Greek PM has “torn down last bridges”.
Euro drops at the opening of Asian trading, trades down to a low of 1.0950 against the USD. The
Japanese Yen strengthens to 121.70 versus the US greenback. US S&P equity futures fall 1.50% at
market’s open, bond prices rally a full point from Friday’s close.
Greek Finance Minister Varoufakis says Greeks have said no to 5-years of hypocrisy, have returned
ultimatum to creditors. He adds that Greece’s place in Europe is not under negotiation.
Greek Prime Minister Tsipras hold a call with France President Hollande, confirms that he has no
mandate for rupture with Europe, but one to strike an agreement with creditors at the earliest.
Tsipras adds that Greece will seek to negotiate debt restructuring as part of a viable and lasting
solution.
EU officials confirm that the Euro Working Group will meet Monday 6th July on Greece
German Merkel and France Hollande agree on Euro Area summit on Tuesday 7th July
Greek opposition leader Antonis Samaras announces resignation after “yes” side loses referendum,
steps down from New Democracy leadership and says the Greek government should strike
agreement with creditors as soon as possible.
EU calls for respecting Greek vote, says the Euro summit on Tuesday will consider situation and
solutions for Greece
European Commission President Jean-Claude Juncker to hold call with EU Council Chief Tusk,
Eurogroup head Dijsselbloem and ECB President Mario Draghi this morning.
Greek President calls meeting of political party leaders on a request from PM Tsipras
Japanese government and Bank of Japan (BOJ) officials meet on Greece, say Japan’s direct
connection to Greece economy is limited.
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Austrian Finance Minister Schelling says Greece referendum result is “disappointing”, says the
Eurogroup is now waiting for clear proposals from the Greek government. Also confirms that there
will be no unconditional aid for Greece going forward.
Greek Finance Minister Varoufakis announces he is resigning (shocker news at 8:30 am this
morning!), most likely a result of his previous clashes with EU officials.
Greek bonds plunge with 2-year note yields climbing to 55.51%. German Bunds outperform,
periphery spreads (Italy, Spain, Portugal, Ireland) widen.

The strength of the ‘No’ vote in the Greek referendum came surely as a shock to all market participants
(including Greek government officials!) , and as a result all safe haven trades (“risk-off” trading) have benefited
this morning.
A compromise with the EU now seems the most likely scenario (time is of the essence), though a “Grexit” cannot
be ruled out going forward. One key aspect will be whether there is any discussion of re-profiling Greece’s
debt after an IMF report last week said the fund was reluctant to dispense new cash without plans to bring
debt under control.
However, any bridging loan, a much-discussed option, would probably have to be granted within the framework
of a new aid package. For now and without new immediate loans, Greece will probably not be able to redeem its
bonds held by the ECB to the tune of €3.5bn on July 20th. Due to a possible sovereign default the ECB is unlikely
to raise the ceiling for ELA emergency loans (€88.6bn). (That remains for now the trillion dollar question: Will
the European Central Bank increase, maintain, reduce or freeze its emergency funding to Greece’s banks in
the form of ELA, whilst politicians meet to discuss the next course of action).
If this ceiling is not raised, the Greek banks will soon run out of cash. Even if only one in three of the almost 9
million Greeks over the age of 18 were to withdraw the maximum amount of €60 a day, the banks would be
losing just short of €200m a day. And according to the media, the banks ELA funding is now not far off the ECB’s
upper limit. It is also highly likely that the Greek banks will not be able to open again this week.
Under these circumstances, the Greek government might have little choice in the next few weeks but to
introduce a new currency as legal tender (issue IOUs). Still, it would now seem extremely difficult to pay civil
servants, suppliers and pensions in IOUs and establish them as a parallel currency, since with the government on
course for bankruptcy, the people would hardly trust any such ‘currency’.
In summary, it is believed that both side’s (Greece and its creditors) willingness to restart negotiations an d
under what conditions remain the most important next step. Whilst a deal could still be possible in coming days
as officials on both sides resume efforts to reach a quick compromise, it remains a difficult and risky process. For
now, the existence of the ESM (European Stability Mechanism) and OMT (Outright Monetary Transactions)
facilities, as well as the ECB’s Quantitative Easing (QE) means there are significant European firewalls and
financial mechanisms in place, which would in turn explain the limited market reaction / panic so far witnessed
in financial markets.
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Disclaimer
It is important that you only use this report if you are the intended recipient of this report and you have satisfied yourself that
you are eligible to receive such information. This report is provided to you because you are one of our esteemed customers and have
previously shown interest in receiving the type of information contained in this report.
The Treasury and Investment Management department of Gulf International Bank B.S.C. ("GIB") have compiled the information in this
report. GIB is incorporated in the Kingdom of Bahrain and is licensed by the Central Bank of Bahrain (the "CBB") as a conventional
wholesale bank. GIB's head office is located at Al-Dowali Building, P.O. Box 1017, 3 Palace Avenue, Manama, Kingdom of Bahrain.
This report is intended for the accredited investors, as defined in the Investment Business Code of Conduct published by the CBB.
This information has not been reviewed by the CBB or any other regulatory authority in any jurisdiction and neither CBB nor a ny
other regulatory takes any responsibility for the correctness or accuracy for the information contained in this report.
The information contained herein is not directed at or intended for use by any person resident or located in any jurisdiction where
(1) the distribution of such information is contrary to the laws of such jurisdiction or (2) such distribution is prohibited without
obtaining the necessary licenses or authorizations by the relevant branch, subsidiary or affiliate office of GIB and such licenses
or authorizations have not been obtained. The recipient of such information is responsible for ensuring that this information has
not been received by it in breach of laws and regulations of any jurisdiction.
This report contains publicly available information only, which has only been complied by GIB. The information provided herein is on
"as is" and "as available" basis and without representation or warranty of any kind. GIB hereby disclaims any representation or
warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, fitness for any particular purpose or
non-infringement of any of such information.
In no event shall GIB or its subsidiaries, affiliates, shareholders or their
directors, officers, employees, independent contractors, agents and representatives (collectively, "GIB Representatives") be liable
(1) for any inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting there from, or
(2) for any direct, indirect, incidental, special, compensatory or consequential damages arising from any use of information or
arising from any error (negligent or otherwise) or other circumstance or contingency within or outside the control of GIB or any GIB
Representative, in connection with or related to obtaining, collecting, compiling, analyzing, interpreting, communicating,
publishing or delivering any such information. The information here is, and must be construed solely as, compilation of information
(unless expressly stated otherwise) and not statements of fact as to credit worthiness or recommendations or opinions of GIB.
This report does not provide individually tailored investment advice. Any materials contained herein have no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient. The document is provided for information
purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments.
GIB makes every effort to use reliable, comprehensive information, but we do not represent that it is accurate or complete.
No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
materials, nor are they a complete statement of the securities, markets or developments referred to herein. Recipients should not
regard the materials as a substitute for the exercise of their own judgement. Any opinions are subject to change without notice and
may differ or be contrary to opinions expressed by other business areas or groups of GIB as a result of using different assumptions
and criteria. GIB is not under any obligation to update or keep current the information contained herein.
The value of, and income from, your investments may vary because of changes in interest rates or foreign exchange rates, securities
prices or market indexes, operational or financial conditions of companies or other factors. Past performance is not necessarily a
guide to future performance. Estimates of future performance are based on assumptions that may not be realised.
The information contained in this report is just for informational purposes.
Information does not constitute a solicitation, an
offer, or a recommendation to buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of
any kind whatsoever. GIB does not intend to provide investment, legal or tax advice through this report and does not represent that
any securities or services discussed are suitable for any investor. When making a decision about your investments and business, you
should seek the advice of professional advisors.
The report may contain statements that constitute "forward looking statements".
While these forward looking statements may
represent GIB’s judgment and future expectations, a number of risks, uncertainties and other important factors could cause actual
developments and results to differ materially from GIB’s expectations. GIB is under no obligation to (and expressly disclaims any
such obligation to) update or alter its forward-looking statements whether as a result of new information, future events, or
otherwise. The historical information is provided for information purposes only. Performance figures are calculated before tax (if
any) and after deducting ongoing fees and expenses. The performance figures are historical and past performance is not necessarily
an indication of future results.
Certain amounts (including %ages) included in this document may have been subject to rounding
adjustments. Accordingly, figures may not be an exact arithmetic aggregation of the figures to which they relate. The values and
forecasts shown represent our current indicative valuations and forecasts of the relevant t ransactions, currencies, interest rates,
commodities or securities as at the date shown. Any value or forecast shown herein is not an indicative price quotation. We
expressly disclaim any responsibility for the accuracy of the values or forecasts shown, any errors or omissions in the report
With the exception of information regarding GIB and save as otherwise specifically indicated, the information set out in this report
is based on public information. We have, where possible, indicated the primary source of information.
We strongly recommend the
recipients consult the primary source of information. Facts and views in this report have not been reviewed by, and may not refle ct
information known to, professionals in other GIB business areas.
This Report, and the information contained herein (save to the extent that such information is publicly available) is confidential
and may not be disclosed by you to any other person outside of your organization without our consent.
GIB retains all right, title and interest (including copyrights, trademarks, patents, as well as any other intellectual property or
other right) in all information and content (including all text, data, graphics and logos) in this document. All recipients must
not, without limitation, modify, copy, transmit, distribute, display, perform, reproduce, publish, license, frame, create derivative
works from, transfer or otherwise use in any other way for commercial or public purposes in whole or in part any information, text,
graphics, images from this document (excluding publicly available information) without the prior written permission of GIB.
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