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With an economic recovery starting to take shape and major
macroeconomic adjustments underway, Greece has made
progress in recent years. But fierce political opposition to bailouts and the possibility of early elections present important
risks, in our view.

44
40
36
32
28
24
20
16
12
8
4
0

The Greek economy is slowly making

However, popular discontent puts critical

progress toward recovery after a deep

reforms at risk. With outspoken domestic

crisis. Several indicators suggest that

opposition to more austerity, a very thin

output will soon start to stabilize, while

parliamentary majority and the main

the economy continues to rebalance. In

opposition Syriza party riding high in the

2013, a primary fiscal surplus was

opinion polls ahead of May’s European and

recorded, following years of deficit. These

local elections, the Greek coalition

improvements have supported a rally in

government is becoming increasingly

Greek bond yields (Display 1), parallel to

resistant to additional intervention and

a broader easing of the sovereign-debt

unpopular reforms. This tension has played

troika of not recognizing the political

crisis in the euro area.

a primary part in delays to the current

reality and continuing to push unpopular

bailout review, while prompting the

policies that have damaging economic

But despite these reasons for optimism,

government to oppose a third bailout and

effects.

the years since 2008 have been unimagin-

to push negotiations for debt relief.

ably difficult in Greece. Output has

10

11

12

13

14

As of February 27, 2014
Source: Financial Times

While the return of the European Union

declined by a cumulative 23%, which will
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Doubts on Debt Sustainability
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A Third Bailout?
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