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COMMENT

Greek problems

medium .
not least because of the wider impacton  safe haven away from the Club Med
the GCC from gyrations in the markets  debt markets. But euro weakness will

for FX, oil, and credit. not turn into a rout. The
Europe is experiencing a lic debt rally against the euro in the short to
problem to match the private one, It is but the $1.6

and has resorted, over the that the {

course of the past year, to its capital ﬁmnbl_emninthomdlmpp)
refinancing at Onhunndxnht the n

rates. But the end-of-year deficit  term, the effe

three per cent has knocked the bottom premium, and the markets for energy
and currencies. »

How and to what
extent it [the Greece
crisis] will morph into
a social and political
problem is the next
European test

Greece came 1o the fore, flow data
showed increased bets on the euro on

fears that it will not be able to withstand  output quotas. }
contagion from Greece’s budgetary Separately, sustained dollar strength
problems. Prices of Greek debt tumbled  will moderate inflationary pressures in
and the corresponding yields rose. the region. Given the GCC’s currencies
Credit-default swaps (or the cost to are pegged or tightly | sin
insure the debt securities) of the Kuwait’ case) to the US dollar,an
of Greece i soared of the latter will drum
mdspmdtomeoblmumorsmm down, in local currency terms, the cost
andPormgal.Cmdndzfzuhswnpnbo of imports denominated in currencies
on the banks of Portugal and other than the dollar. Tangible signs of
wlduedbecanseoﬁhmrsgﬂ&mt deterioration in import prices will make
to their g a helpful contribution to lowering
At present, mznyF.nmpun inflation, in light of the region’s high

governments are outlining harsh deficit-  reliance on imports from the euro-zone.
cutting measures - the flipside of which It is in these distinctive features that the

measures entail any from VAT hikes to how the Greek saga will conclude will
hiring freezes and subsidy cuts, with the  determine the extent to which these
pressing need for other wider b e
countries to follow suit and remain

dedicated to stay the course. W Dr Salwa H. Labib is the Senior Econo-
But them]nyohhehulomuﬂm mmmmwdm
while it will appease jittery at Argaam Capital. The

commitment to austerity, nwﬂldoliulc are their own



