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Can a Second
Bailout’ Save
Greece?
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After months of delays, arguments and doubts,
euro-zone finance ministers agreed on a second,
$170 billion bailout of beleaguered Greece in the
early hours of Tuesday morning. A hefty chunk of
the new bailout package will be used to support a
restructuring of $265 billion of Greek sovereign
debt, in which private creditors will take a larger-
than-expected loss in a swap of their current
bond holdings for longer-term replacements’.
This bailout also includes funds to recapitalize
the shattered Greek banking system. Though some
hurdles remain—all 17 euro-zone countries still
must approve the bailout’s terms—the deal will put
an end to fears of an unruly Greek default.

The big question remaining, though, is, for how
long? The first bailout, inked in May 2010, was
considered by many to be dead on arrival’, an
unrealistic attempt to solve Greece’s debt crisis
without tackling the serious, underlying problems.
Doubts about that deal did nothing to stop contagion
from spreading to other weak euro-zone economies,

bailout n. R AW BUEBh
beleaguer adj. SALEIER
hefty acj. THZBHY
sovereign adj. ELH

swap n. Xk
hurdle n. FERS

private creditor ﬂkfﬁﬂk
recapitalize vt. VI%E---+ 0¥
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Part One

BIFRE 8%

threatening the entire monetary union. Now here
we are, nearly two years later, and this second deal
is plagued by many of the same failings and faulty
assumptions of the first. That means this latest
bailout may not be a real solution to the Greek
debt crisis, but merely another stopgap that
prevents an immediate crisis while postponing
more tough decisions to a later date.

The first major flaw in the bailout is that it
doesn’t go far enough to ensure Greece can manage
its mountain of debt. The proposed restructuring is
expected to bring down the country’s debt level to
only 120% of GDP by 2020. That’s a nice drop from
the 160% today. But it is still remarkably high—the
level of Italy’s debt burden today. And that’s a best-
case scenario, In an assessment leaked to the press
on Monday, the IMF* figured that in 2020, Greece
might end up with the same level of debt is has
today. So what all this means is that doubts will
remain firmly in place about Greece’s ability to pay
back its debts in the future.

The reason Greece’s debt load is so difficult
to shrink is because the economy is tanking. The
austerity measures and other reforms demanded
by the euro zone in return for its rescue money
are causing the Greek economy to contract
sharply—by an estimated 7% in 2011. Further
budget cuts imposed for this second bailout—
another $4.4 billion of austerity measures were
approved by Greece’s Parliament last week—will
only inflict more pain and cause the economy to
continue to contract’. The new reforms include a
reduction in the minimum wage and inajor public-
sector job losses®, which will slice into local
demand and undercut the prospects for growth. So
" plague vt. #iEE, Mk

assumption n. g3

stopgap n. EZ K
flaw n. &R

T R P L

remarkébly adv. _ﬂ*ﬁg o
best-case scenario B{E{ER
assessment n. 4L

shrink vi. r4g
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Greece ends up like a dog chasing its tail. Meeting
deficit targets and reducing debt becomes much
more difficult when the economy is shrinking.
The austerity at the heart of the euro-zone bailout
program, therefore, is killing off the chances the
bailout program can resolve the debt crisis.

And the second bailout also assumes that
Greek politicians will remain committed to their
reform pledges’. They so far have failed to follow
through on reform, and there is no reason to believe
that will change. The euro zone’s finance ministers
have so little faith in the Greek government’s ability
to reform that they have adopted special measures to
force its hand. The euro zone will keep a permanent
mission in Athens to monitor the reform effort, and
the government will be required to deposit debt
payments in advance into a special account before
it can use funds for its own budgets. In other words,
Greece is being treated like an incompetent child by
the rest of Europe.

Is any of this sustainable? Probably not.
Greece’s debt will remain much too high. The
government’s attempts to reform will continue to
meet fierce public resistance. The Greek economy,
and the livelihoods of the Greek people, will
continue to deteriorate. Add in the impact of the
debt restructuring—which is imposing significant
losses onto private investors—and Greece may
not be able to resume financing itself for quite
a long time. That raises the prospect that a third
bailout plan may become necessary—even though
the first two have already run up a bill that tops
100% of Greece’s GDP’.

My sense is that what the leaders of the euro
zone are again hailing as a landmark agreement

pledge n. W4y, RiE
follow through vi. 'B#EIJE
permanent mission #FHA KA

»

deposit vt. TFfif
incompetent adj. AEEREFERY
sustainable adj. RIHFEEH
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will, like all the other landmark agreements of the & —iT XA FHNHMBRBA AT,
past two years, seem completely insufficient six FFEREURREAHA, Bz, Hb
months from now. Simply put, the Greek debt crisis RS RHIZEELRE, MR THEMRIT
isn’t over, and neither is the threat to the survival of K&K,

the euro.
From TIME, February 21, 2012 EA (AT 201242A218H

[ancon [

© 2 second bailout: 2010 £ 5 A 2 H, FXtlX 16 B THFISIRE, AFEEEE—
ERHUA 1100 {ZERTHRBI T E, DIFEBIHEHBSENL. 201242 A 21 H, BRTX
17 B A4S R A REREN—— BB . B ATH] IMF #F A& R LR A
1300 {ZRRTCHIEBY ¥ &

© ...in which private creditors will take a larger-than-expected loss in a swap of their current
bond holdings for longer-term replacements: FRIEX A E BRI, FREBRPE
FRATRIZR EREH 55 R B A BHRUAF P RA 12 2000 (ZER TR EE B . E
BN RRBAREEITRIZRA 4% LU R 30 FHIHTEG R B AR B E R AR E .
IR, PN B HISEPRIR AR 70%,

© dead on arrival: FIER ZIRIGRBI IS ATERIFERIZIEBMIE LT o AR AN
—HARRAWEL, ANNARI—Eahghe R0, SRR “PEE” AREFRASEA.

© IMF: EfRIHESLHY, £FRA International Monetary Fund, Bz T 1945 FE 12 A, &
SISAEARR, IMF S RRITR A, HIIA SRR AREET . HIRSTREERM
ICENEERSEN . RUEEAREE&E), HREKERGIEEEERE.

© Further budget cuts ...will only inflict more pain and cause the economy to continue to
contract: 2012 £ 2 A 13 H, HESEL TH —RVBIEGE SR, (BEEEREH, —5&k
ERAERGEHARMREGHEB G “R". BMHIET 2010 F 5 AEZE— LSRR
BhUAK, FREETFRARTIR. XA “contract” {EARKMIENAE, & “BFEH" 8.

@ The new reforms include a reduction in the minimum wage and major public-sector job
losses...: FERHTHIRLETT R, HIEBOPRALE SRR T LERRIR 22%; B 2015 F£8R 15 T4
NERAR, 2012 FARREGA 1.5 TA.

@ And the second bailout also assumes that Greek politicians will remain committed to their
reform pledges: KR TCX K FIHAZ RE RIS 55 IR RBI A 2 — A PUBER B8 & B A AT
VR B EAEARIERT S48 ST 4 HRERSEEL T, A EEHE _ERITRINE
A, AEIES “asume” B “HEIHBEHBIL", XHRBIEFINNVZBG X HHBEUF
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RER RSB ARG BRI, EER OBt REEntt, WA TAXE —BIFE
INHEHRIREZEZ R (stopgap ) ML, RE ANANTERE &I+, HREBIFRAR
HMF VRIS R B IR H O R A A AR

© The euro zone will keep a permanent mission in Athens ... before it can use funds for its
own budget: ZKHHH) “mission” FH “IREEIMUBRREMH TIEE". HRBE
R, FHELAEHRENFREZ —EABBFSAEEEREEARERERE, LhiE
BABBUFRI S HRE; HiR, SBSITA—MEEIKRS, ERABHRIZIK RS
RIETEREZE /D 3 A AHIRIERS

© ... even though the first two have already run up a bill that tops 100% of Greece’s GDP: A\
2010 £ 5 AG3xS A FEHY 1100 {ZBRTRBH BB AT A 1L, FAEAIRE)EAE X 3200 {ZBX
7o, MR GDP HA 3100 {Z3% 7T,

HAKE))

b (DA hefty chunk of the new bailout package will be used to support a restructuring of $265

billion of Greek sovereign dpbt @in which @private creditors will take a larger-than-
expected loss @in a swap of Gtheir current bond holdings for longer-term replacements.

HWAH: IEHEIFREEEENINEST. ONEH, HAISEH—RAREIE;
QW IAFREMEIEM, H “in which” f8ROEMITF, FAH “Hp”; QNE
BN @AQKIRIE, RoEHE: ONOWEEEIE, BAENHA@F “swap” &
ERRAEGASHEANER. HTEALERR, BFEPREEORE@ZA. £
REHEHR OQO@RINATEHIFE

SEFFN: H—HRBEEH—KIIRAT SRR 2650 (ZETHERURSEA, HPRMAR
RAEFEAEFESHO KPR ESRT, FRIEEHTUCEIR% .

on arrival, ®an unrealistic attempt ®to solve Greece’s debt crisis @without

@)The first bailout, @inked in May 2010, @was considered by many @to be dead
tackling the serious, underlying problems.

ZR5nH: LX:E—A%E?&EJJ% SRR, ONEE; QVOWGEEEIE, MM T “which
was inked in...” ; @HN1BE; @FONFIEOHWHIFNEIE; @VDFIGOHFEIE,
BA “BREEEINZR" ; OABEDE, (FOMOEERIE. Ka8EN
A, BERIEEETRE, BIFRD XL, HIEHFRTLIEOQA®@F
C@DF N >F), BHEIFRHEERRE L& DOE I NE G LR FE SR, RD
@ADADEE@.

SEEX: TET 2010 F 5 ANFE—REBEBIL, BIRE AR —BshsteleERsk, X
MR A B S5 TEZIRX R AL, RAR A RRAP LSRR H R FIRT,
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ay not be @a real solution to the Greek debt

SMHH: X2 MTARBMNINEENINE S, O £, HhORLIEMIEE,
QOREBMAMEIE; @NTIEMNE, FLfTIAREOHH “stopgap”; @R@HIIKIE,
AAE B —PR4ERS T HIRIEME), B “while it is postponing...” o XA B[ LIAEL
#IROQ@@HINIFKEHF

SEEN: THREHRET —RER I AERAFEEINEERR, mUES—
UATENAIRE 2K, RN REERE LG EHmE.

return for its rescue money (@are causing the Greek economy to contract sharply

 ({)The austerity measures and other reforms @demanded by the euro zone @)in
. (B—by an estimated 7% in 2011.

RN ARARRE, ONFFHNEE OQHOWEEEE, HY T “which are
demanded...” ; QWREOWEEEE, HAOREBHRIERBFENS:; @HTFH
BiE, B "EEEESFHEEFANEESE ; OROWIGFIRIE, RS9I
A TEBRPA@OTEFEFIREZE. BFED, ATHEEREIR, &5
AILARIAIFE A @@D@E.

SEFI: H 7RISR, BRHERIIOTXERT R VBOR GRS M SR IE S i

losses onto prlvate investors— (@and Greece may not be able to resume financing

{)Add in the impact of the debt restructuring— @which is imposing significant
itself for quite a long time.

BWMAWw: AR EEEBEMNIRIIESE. ONO&REEIFIT, HhORYTf#ES,
@RH “and” FIHAFRR, HEMBEX EARSTHA “if " FMaInEeq, B
“if add in the impact of the debt restructuring, Greece may not be able to resume financing
itself for quite a long time” B4 “EREFEIN LGS EHNEN, FHEATTRARIREL
SRR T 3 QAFIEMG, BIFOF5E(TIA “debt restructuring”

SEIFN. EEEIN LGS EHN LM
A RIRE TSRS R T

BHEE KMRARINEIMAREE S E—FIEE
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Is a concentration of wealth at the top to blame
for financial crises?

In the search for the villain behind the global
financial crisis, some have pointed to inequality
as a culprit. In his 2010 book “Fault Lines”,
Raghuram Rajan' of the University of Chicago
argued that inequality was a cause of the crisis, and
that the American government served as a willing
accomplice’. From the early 1980s the wages of
working Americans with little or no university
education fell ever farther behind those with
university qualifications, he pointed out. Under
pressure to respond to the problem of stagnating
incomes, successive presidents and Congresses
opened a flood of mortgage credit’.

In 1992 the government reduced capital
requirements at Fannie Mae and Freddie Mac®, two
huge sources of housing finance. In the 1990s the

Federal Housing Administration expanded its loan
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