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21 Lessons from the Greek 
Crisis 
 
 

The messy last ditch deal struck between Greece and its creditors in July 
prevented it from crashing out of the Eurozone. But the decision by Greek 
Prime Minister Alexis Tspiras to call a snap general election shows that the 
saga is far from over. Here we suggest some lessons to be learnt.1 

Fig 1 Eurozone GDP since 2008 – a Greek Tragedy 

 

Source: Macrobond 

 

The refinancing deal struck on 13 July between Greece and its Eurozone partners left 
everyone bruised and unhappy. While it staved off the immediate threat of yet greater 
chaos from Greece being forced to abandon the euro, doubts remain as to whether the 
deal will succeed. So what are the lessons to be learnt?  

1. The creditors remain in charge. The radical left-wing Syriza-led government in 
Greece gambled that its international creditors would be so worried about the potential 
damage from a “Grexit” from the Eurozone that they would grant it softer terms on 
another bailout. It was wrong. Despite securing a strong ‘no’ vote in a last minute 
referendum on a package requiring it to deliver on reforms and further austerity 
measures, Syriza ended up having to capitulate to an even tougher deal.  

2. Politics trump economics, at least in the short run. At times the numbers in the 
fiscal plans that the Greeks were proposing were very close to those suggested by its 
creditors, but the confrontational tone of the debate made it hard for politicians on either 
side to sell the deal to their voters.  

3. Trust matters. The negotiations became acrimonious, and violent swings in 
bargaining positions (particularly from the Greeks) got in the way of striking a deal. In the 

                                                           

1 This report is a modified version of an article published in the latest version of ING’s on-line 
magazine ING World. 
https://images.ingworld.ing.com/ext.dll?ID=nLUnU2YWdf%2BPDyFv6vEvDHBnGTaPYRB5BcHXTZ
znQ4p20KL98Z7AHpFnK88w0550e_i%2BkCpN99nhcpchVz  
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end, trust is essential in any financial transaction. Sadly, given that Prime Minister Tsipras 
criticised the deal as ‘blackmail’, mutual mistrust remains in short supply. The hope now 
must be that the forthcoming general election facilitates the creation of a new coalition 
that is more willing to implement the deal. This is far from guaranteed.   

Fig 2 Greek GDP massively undershoots official forecasts since 2008 

 

Source: Macrobond, IMF, ING 

 

4. Don’t rely on economic forecasters. Forecasts on the outlook for Greece, not least 
from its creditors, have repeatedly been woefully optimistic, drastically underestimating 
the damage to growth from budget cutbacks. Only a little over a year ago, the 
International Monetary Fund was forecasting that the Greek economy would grow by 4% 
in 2015, now it looks like it is shrinking by the same amount (see Fig 2).  

5. Severe austerity has a political price. Syriza’s support sprang from the depression in 
the Greek economy, which sent unemployment soaring to over 25% of the work force. 
This has bred resistance to further fiscal restraint.  

6. The more essential reforms become, the harder they may be to implement. The 
wrangling over the last few months has inflicted more damage on an already weak Greek 
economy and fuelled a toxic political climate. Intrusive surveillance of reform 
implementation by foreign creditors may be required, but is likely to meet with hostility.   

7. Just because an economic strategy has failed, it doesn’t mean it won’t continue. 
The combination of severe fiscal austerity and lack of reform has seen Greek government 
debt rise rather than fall. More austerity, in the shape of spending cuts and tax rises, has 
already been agreed, but it is not clear how far the pace of reforms will pick up.  

8. Make sure that you have an explicit and credible ‘Plan B’. After the deal was 
struck, former Finance Minister Yanis Varoufakis revealed that Greece, in case it failed to 
get external finance, had a secret ‘plan B’ to introduce a temporary currency linked to the 
euro. But with the banks closed and the economy struggling, the creditors believed that 
Greece had either to accept its terms or face an economic meltdown. Other populists 
elsewhere in the Eurozone will have to reflect on this before eyeing the Euro exit door. 

9. Game theory is tough to apply in practice. Varoufakis, an expert in game theory, 
lost out on this one. Not only is the Eurozone a multi-player game, with each player 
having distinct motivations, it is also a multi-period game, rather than a one-off game: you 
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have to recognise that other players will remember how you behaved before, and act 
accordingly.  

10. There are deep-seated differences in thinking within the Eurozone not just on 
politics, but also economics. The debate over Greece laid bare old divisions. On one 
side there is a German-led hard core emphasising rules, discipline and austerity and on 
the other the softer camp led by France and Italy advocating solidarity and growth.  

11. Fiscal union is a distant prospect. There is little appetite to share economic 
burdens across the Eurozone. As a result, the original vision that European monetary 
union would be bolstered by a system of fiscal transfers from the richer to the poorer 
members looks further away than ever.  

12. The Eurozone will continue to have a deflationary bias in the event of future 
debt problems. Debtors will be expected to deliver on budget cuts, with no matching 
expectation that creditors will offset this with fiscal stimulus measures.  

13. Generous welfare systems will continue to be under threat. Drastic cuts to public 
spending in Greece, with pensions being a particular target, will send a message across 
Europe. The young will have less secure financial futures than their parents.  

14. The Euro is no longer irreversible. German Finance Minister Schäuble’s public 
advocacy of a temporary Eurozone ‘time out’ for Greece – for which there is no provision 
in its founding Treaty – has opened the door to future speculation that members could 
leave. This creates a precedent that may come back to haunt the Eurozone.   

15. Without growth, Greece will struggle to repay its debt. There are plans to help 
with EU-backed investment programmes, but these are relatively small and are unlikely to 
be delivered until Greece delivers on austerity and reform measures.  

16. “Kicking the can down the road” makes it bigger. Eurozone creditors remain 
reluctant to write-off Greek government debt, as advocated by the IMF. While politicians 
attribute this to Eurozone rules, it stems more from fears of a voter backlash if they 
acknowledge losses on loans to Greece. The strategy of lowering interest rates and 
lengthening the payback period on the debt – ‘extend and pretend’ or ‘reprofiling’ – is less 
embarrassing than partly writing off the debt, but is likely to prolong the agony.  

17. Interest rates will remain low. Monetary policy will continue to carrying the burden 
of supporting economic growth. The European Central Bank will have to persevere with 
its programme of bond purchases (‘quantitative easing’) to hold down long-term interest 
rates.  

18. The euro will remain a weak currency. While the ECB is set to be locked in to 
keeping interest rates low, the US and the UK are set to raise them in the next few 
months, driving the euro lower still.  

19. The rest of the world will have to live with weak demand from the Eurozone. 
Although the recent hiatus in Greece may prove only a temporary blow to the recovery 
across Europe, economic growth is likely to remain lacklustre. Moreover, the weak euro 
will continue to make it hard for exporters to the Eurozone.  

20. Exports will continue to be the bright spot for Eurozone companies. Producers 
in the Eurozone have benefited from the falling euro, which is making prices more 
competitive on world markets. The relative buoyancy of the US and the UK is also 
helping.  

21. Don’t make important financial decisions at night. The sight of bleary-eyed 
politicians announcing a deal at 7:00am after sixteen hours of negotiations should serve 
as a warning... 



21 Lessons from the Greek Crisis August 2015 

 
 

4 

  

Research analyst contacts 
Developed Markets Title Telephone Email 

London Mark Cliffe Head of Global Markets Research 44 20 7767 6283 mark.cliffe@uk.ing.com 
 Rob Carnell Chief International Economist 44 20 7767 6909 rob.carnell@uk.ing.com 
 James Knightley Senior Economist, UK, US, $ Bloc 44 20 7767 6614 james.knightley@uk.ing.com 

 Chris Turner Global Head of Strategy and Head of EMEA 
and LATAM Research 

44 20 7767 1610 christopher.turner@uk.ing.com 

 Petr Krpata Foreign Exchange Strategist 44 20 7767 6561 petr.krpata@uk.ing.com 
 Viraj Patel Foreign Exchange Strategist 44 20 7767 6405 viraj.patel@uk.ing.com 

 Padhraic Garvey Global Head of Rates and Debt Strategy 44 20 7767 8057 padhraic.garvey@ingbank.com 
 Aengus McMahon Head of European High Yield Research 44 20 7767 8044 aengus.mcmahon@uk.ing.com 

Amsterdam Maarten Leen Head of Macro Economics 31 20 563 4406 maarten.leen@ing.nl 
 Teunis Brosens Senior Economist, Eurozone 31 20 563 6167 teunis.brosens@ing.nl 
 Bert Colijn Senior Economist, Eurozone 31 20 563 4926 bert.colijn@ing.nl 
 Dimitry Fleming Senior Economist, Netherlands 31 20 563 9497 dimitry.fleming@ing.nl 
 Raoul Leering Head of International Trade Research 31 20 563 4407 raoul.leering@ing.nl 
 Anke Martens Senior Economist, International Trade 31 20 563 5030 anke.martens@ing.nl 

 Jeroen van den Broek Head of DM Strategy and Research 31 20 563 8959 jeroen.van.den.broek@ingbank.com 
 Maureen Schuller Head of Covered Bond Strategy 31 20 563 8941 maureen.schuller@ingbank.com 
 Martin van Vliet Senior Rates Strategist 31 20 563 9528 martin.van.vliet@ingbank.com 
 Hamza Khan Head of Commodities Strategy 31 20 563 8958 hamza.khan@ingbank.com 
 Suvi Kosonen Senior Credit Analyst, Banks 31 20 563 8029 suvi.kosonen@ingbank.com 
 Nadège Tillier Senior Credit Analyst, Utilities and Energy 31 20 563 8943 nadege.tillier@ingbank.com 
 Judith van der Ven Senior Credit Analyst, TMT and High Yield 31 20 563 8961 judith.van.der.ven@ingbank.com 
 Job Veenendaal Credit Analyst, Consumer Products and Retail 31 20 563 8956 job.veenendaal@ingbank.com 
 Roelof-Jan van den Akker Head of Technical Analysis 31 20 563 8178 roelof-jan.van.den.akker@ingbank.com 

Brussels Peter Vanden Houte Chief Economist, Belgium, Eurozone 32 2 547 8009 peter.vandenhoute@ing.be 
 Julien Manceaux Economist, France, Belgium, Switzerland 32 2 547 3350 julien.manceaux@ing.be 
 Philippe Ledent  Economist, Belgium, Luxembourg  32 2 547 3161  philippe.ledent@ing.be  
 Anthony Baert  Economist, Ireland, Slovenia, Portugal  32 2 547 3995  anthony.baert@ing.be  
 Geoffrey Minne Economist, Spain 32 2 547 3386 geoffrey.minne@ing.be 

Germany Carsten Brzeski Chief Economist, Germany, Austria 49 69 27 222 64455 c.brzeski@ing-diba.de 
 Inga Burk Economist, Germany, Austria  49 69 27 222 66131 i.burk@ing-diba.de 

Milan Paolo Pizzoli Senior Economist, EMU, Italy, Greece 39 02 55226 2468 paolo.pizzoli@ing.it 

Emerging Markets Title Telephone Email 

New York Gustavo Rangel Chief Economist, LATAM 1 646 424 6464 gustavo.rangel@ing.com 

London Dorothee Gasser-Châteauvieux Chief Economist, EMEA 44 20 7767 6023 dorothee.gasser@uk.ing.com 
 Deanie Haugaard Jensen EM Economist, Baltics, Croatia 44 20 7767 5340 deanie.haugaard@uk.ing.com 

Czech Rep Jakub Seidler Senior Economist, Czech Republic 420 257 47 4432 jakub.seidler@ing.cz 

Hungary Andras Balatoni Senior Economist, Hungary 36 1 255 5581 andras.balatoni@ingbank.com 

Philippines Joey Cuyegkeng Economist, Philippines 632 479 8855 joey.cuyegkeng@asia.ing.com 

Poland  Rafal Benecki Chief Economist, Poland 48 22 820 4696 rafal.benecki@ingbank.pl 
 Jakub Rybacki Economist, Poland 48 22 820 4078 jakub.rybacki2@ingbank.pl 

Romania Ciprian Dascalu Chief Economist, Romania 40 31 406 8990 ciprian.dascalu@ing.ro 
 Silviu Pop Junior Economist, Romania 40 31 406 8991 silviu.pop@ing.ro 

Russia Dmitry Polevoy Chief Economist, Russia and CIS 7 495 771 7994 dmitry.polevoy@ingbank.com 
 Egor Fedorov Senior Credit Analyst, Russia and CIS 7 495 755 5480 egor.fedorov@ingbank.com 

Singapore Tim Condon Head of Research & Chief Economist, Asia 65 6232 6020 tim.condon@asia.ing.com 
 Prakash Sakpal Economist, Asia 65 6232 6181 prakash.sakpal@asia.ing.com 

Turkey Muhammet Mercan Chief Economist, Turkey 90 212 329 0751 muhammet.mercan@ingbank.com.tr 
 

 

mailto:ciprian.dascalu@ing.ro


21 Lessons from the Greek Crisis August 2015 

 
 

5 

  

Disclosures Appendix 
ANALYST CERTIFICATION 
The analyst(s) who prepared this report hereby certifies that the views expressed in this report accurately reflect his/her 
personal views about the subject securities or issuers and no part of his/her compensation was, is, or will be directly or 
indirectly related to the inclusion of specific recommendations or views in this report. 

IMPORTANT DISCLOSURES 
Company disclosures are available from the disclosures page on our website at http://research.ing.com. 
The remuneration of research analysts is not tied to specific investment banking transactions performed by ING Group 
although it is based in part on overall revenues, to which investment banking contribute. 
Securities prices: Prices are taken as of the previous day’s close on the home market unless otherwise stated. 
Conflicts of interest policy. ING manages conflicts of interest arising as a result of the preparation and publication of research 
through its use of internal databases, notifications by the relevant employees and Chinese walls as monitored by ING 
Compliance. For further details see our research policies page at http://research.ing.com. 
Research analyst(s): The research analyst(s) for this report may not be registered/qualified as a research analyst with the 
NYSE and/or NASD. The research analyst(s) for this report may not be an associated person of ING Financial Markets LLC 
and therefore may not be subject to Rule 2711 restrictions on communications with a subject company, public appearances 
and trading securities held by the research analyst’s account. 

FOREIGN AFFILIATES DISCLOSURES 
Each ING legal entity which produces research is a subsidiary, branch or affiliate of ING Bank N.V. See back page for the 
addresses and primary securities regulator for each of these entities. 

http://research.ing.com/


21 Lessons from the Greek Crisis August 2015 

 
 

6 

  

 

 

 

 

 

AMSTERDAM BRUSSELS LONDON NEW YORK SINGAPORE 
Tel:  31 20 563 8955 Tel:  32 2 547 2111 Tel:  44 20 7767 1000 Tel:  1 646 424 6000 Tel:  65 6535 3688 
     Bratislava 
Tel:  421 2 5934 6111 
Bucharest 
Tel:  40 21 222 1600 
Budapest 
Tel:  36 1 235 8800 
Buenos Aires 
Tel:  54 11 4310 4700 
Dublin 
Tel:  353 1 638 4000 

Frankfurt 
Tel:  49 69 75936 519 
Geneva 
Tel:  41 22 592 3079 
Hong Kong 
Tel:  852 2848 8488 
Istanbul 
Tel:  90 212 335 1000 
Kiev 
Tel:  380 44 230 3030 

Madrid 
Tel: 34 91 789 8880 
Manila 
Tel:  63 2 479 8888 
Mexico City 
Tel:  52 55 5258 2000 
Milan 
Tel:  39 02 55226 2468 
Moscow 
Tel:  7 495 755 5400 

Paris 
Tel:  33 1 56 39 32 84 
Prague 
Tel:  420 257 474 111 
Sao Paulo 
Tel:  55 11 4504 6000 
Seoul 
Tel:  82 2 317 1800 
Shanghai 
Tel:  86 21 2020 2000 

Sofia 
Tel:  359 2 917 6400 
Taipei 
Tel:  886 2 8729 7600 
Tokyo 
Tel:  81 3 3217 0301 
Warsaw 
Tel:  48 22 820 4696 

 
 
 

Research offices: legal entity/address/primary securities regulator 
Amsterdam ING Bank NV, Foppingadreef 7, Amsterdam, Netherlands, 1102BD. Netherlands Authority for the Financial Markets 
Brussels ING Belgium SA/NV, Avenue Marnix 24, Brussels, Belgium, B-1000. Financial Services and Market Authority (FSMA) 
Bucharest ING Bank NV Amsterdam - Bucharest Branch, 48 Iancu de Hunedoara Bd, 011745, Bucharest 1, Romania. Financial Supervisory 

Authority, Romanian National Bank 
Budapest ING Bank NV Hungary Branch, Dozsa Gyorgy ut 84\B, H - 1068 Budapest, Hungary. National Bank of Hungary 
Frankfurt ING-DiBa AG, Theodor-Heuss-Allee 2, 60486 Frankfurt, Germany. Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin)  
Istanbul ING Bank AS, ING Bank Headquarters, Resitpasa Mahallesi Eski Buyukdere Cad. No.8, 34467 Sariyer, Istanbul, Turkey. Capital 

Markets Board 
London ING Bank NV London Branch, 60 London Wall, London EC2M 5TQ, United Kingdom. Financial Conduct Authority 
Manila ING Bank NV Manila Branch, 20/F Tower One, Ayala Triangle, Ayala Avenue, 1226 Makati City, Philippines. Philippine Securities and 

Exchange Commission 
Milan ING Bank NV Milano, Via Arbe, 49, Milano, Italy, 20125. Commissione Nazionale per le Società e la Borsa 
Moscow ING Bank (Eurasia) JSC, 36, Krasnoproletarskaya ulitsa, 127473, Moscow, Russia. The Central Bank of Russia 
New York ING Financial Markets LLC, 1325 Avenue of the Americas, New York, United States,10019. Securities and Exchange Commission 
Prague ING Bank NV, Prague Branch, Českomoravská 2420/15, Prague 9, Czech Republic. Czech National Bank 
Singapore ING Bank NV Singapore Branch, 19/F Republic Plaza, 9 Raffles Place, #19-02, Singapore, 048619. Monetary Authority of Singapore 
Warsaw ING Securities SA, Ul. Pulawska 2, Warsaw, Poland, 02-566. Polish Financial Supervision Authority 

 
 
 
 

Disclaimer 
This report has been prepared on behalf of ING (being for this purpose the commercial banking business of ING Bank NV and certain of its subsidiary companies) 
solely for the information of its clients. ING forms part of ING Group (being for this purpose ING Groep NV and its subsidiary and affiliated companies). It is not 
investment advice or an offer or solicitation for the purchase or sale of any financial instrument. While reasonable care has been taken to ensure that the 
information contained herein is not untrue or misleading at the time of publication, ING makes no representation that it is accurate or complete. The information 
contained herein is subject to change without notice. ING Group and any of its officers, employees, related and discretionary accounts may, to the extent not 
disclosed above and to the extent permitted by law, have long or short positions or may otherwise be interested in any transactions or investments (including 
derivatives) referred to in this report. In addition, ING Group may provide banking, insurance or asset management services for, or solicit such business from, any 
company referred to in this report. Neither ING Group nor any of its officers or employees accepts any liability for any direct or consequential loss arising from any 
use of this report or its contents. Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person 
for any purpose without the prior express consent of ING. All rights are reserved. Any investments referred to herein may involve significant risk, are not 
necessarily available in all jurisdictions, may be illiquid and may not be suitable for all investors. The value of, or income from, any investments referred to herein 
may fluctuate and/or be affected by changes in exchange rates. Past performance is not indicative of future results. Investors should make their own investigations 
and investment decisions without relying on this report. Only investors with sufficient knowledge and experience in financial matters to evaluate the merits and risks 
should consider an investment in any issuer or market discussed herein and other persons should not take any action on the basis of this report. Clients should 
contact analysts at, and execute transactions through, an ING entity in their home jurisdiction unless governing law permits otherwise. Additional information is 
available on request. Country-specific disclosures: EEA: This report constitutes “investment research” for the purposes of the Markets in Financial Instruments 
Directive and as such contains an objective or independent explanation of the matters contained herein. Any recommendations contained in this report must not be 
relied on as investment advice based on the recipient’s personal circumstances. If further clarification is required on words or phrases used in this report, the 
recipient is recommended to seek independent legal or financial advice. Hong Kong: This report is distributed in Hong Kong by ING Bank N.V., Hong Kong Branch 
which is licensed by the Securities and Futures Commission of Hong Kong under the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) 
(“SFO”). This document does not constitute a solicitation or an offer of securities or an invitation to the public within the meaning of the SFO. This report is to be 
circulated only to “professional investors” as defined in the SFO. Italy: This report is issued in Italy only to persons described in Article No. 58 of Consob 
Regulation No. 16190. Singapore: This document is provided in Singapore by or through ING Bank N.V., Singapore Branch and is provided only to accredited 
investors, expert investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289. If you are an accredited investor or 
expert investor, please be informed that in ING’s dealings with you, ING is relying on the following exemptions to the Financial Advisers Act, Cap. 110 (“FAA”): (1) 
the exemption in Regulation 33 of the Financial Advisers Regulations (“FAR”), which exempts ING from complying with Section 25 of the FAA on disclosure of 
product information to clients; (2) the exemption set out in Regulation 34 of the FAR, which exempts ING from complying with Section 27 of the FAA on 
recommendations; and (3) the exemption set out in Regulation 35 of the FAR, which exempts ING from complying with Section 36 of the FAA on disclosure of 
certain interests in securities. United Kingdom: This report is issued in the United Kingdom by ING Bank N.V., London Branch only to persons described in 
Articles 19, 47 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 and is not intended to be distributed, directly or indirectly, 
to any other class of persons (including private investors). United States: Any person wishing to discuss this report or effect transactions in any security discussed 
herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the 
distribution of this report in the United States under applicable requirements. The distribution of this report in other jurisdictions may be restricted by law or 
regulation and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions. 
FM Additional information is available on request 

 


	Research analyst contacts
	Disclosures Appendix

