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MACRO UPDATE: UKRAINE, FRANCE, GREECE 

Berenberg Macro Flash 

UKRAINE: RUSSIA SEEKS TALKS, KLITSCHKO WITHDRAWS 

Two pieces of news suggest a possible easing of tensions around Ukraine. First, Putin called Obama and Russian foreign 

minister Lavrov then met his US counterpart Kerry for talks about Ukraine, with the US side demanding a withdrawal of 

Russian troops from the border and Russia suggesting to turn Ukraine into a federation. Second, two major pro-European 

forces will field a common candidate for the presidential elections on 25 May. With former boxing champion Klitschko 

withdrawing in favour of chocolate factory owner and veteran policy maker Poroshenko, the election now has a clear front-

runner who is moderate and pro-European. This reduces the risk that firebrand Tymochenko or some other highly divisive 

candidate could come top. Recent opinion polls gave Poroshenko some 25%, and Klitschko and Tymochenko some 10% of 

support each. The US-Russian talks yielded no apparent result. Whether or not the Russian desire to talk herald a genuine 

easing of tensions, with Russia wanting to stave off the threat of further sanctions amid a major outflow of capital, or 

whether this is a mere diversion by Putin while he tries to make trouble in Eastern Ukraine, remains to be seen. But it is at 

least a possible signal that he may not want to go beyond Crimea for now. 

 

GREECE: REFORM LAWS PASSED BY SLIM MAJORITY 

Last night, Greece passed the reform laws needed to secure the next support tranche for the troika of up to €10bn. Meeting 

in Athens, Eurozone finance ministers will probably give the green light this Tuesday for the first money to be disbursed. 

But the government majority crumbled further from 153 to a mere 152 out of 300 as one ND parliamentarian voted against 

the entire reform bill and was immediately expelled from his party. Also, the government secured parliamentary backing 

only by watering down one key contentious provision: the shelf life for milk in shops will now be lengthened only from five 

to seven days, not to the nine days agreed with the troika. One provision, on bank recapitalisation, was passed merely by 151 

votes.  

 

Since coming to power in mid-2012, the ND-Pasok coalition government has steadily lost parliamentarians in controversial 

votes on troika conditionality. The bad news is that prime minister Samaras is probably not in a position to push through 

major further changes beyond the ones agreed now. The good news is that he probably does not have to do so. Austerity 

has served its major purpose. Greece has now a primary surplus. Also, many of the needed structural reforms have been 

passed. The Greek economy seems to be gradually on the mend. Although the major opposition party Syriza is marginally 

ahead of the major coalition party ND in opinion polls, the government can hope that its popularity will rebound with the 

end of austerity and the return to growth. That should be a strong incentive for the government to hold together. Most of 

the money from the current tranche will be needed to repaid an expiring bond held by the ECB. After the EU elections in 

May, we expect Europe to further reduce the interest rates on some support loans to Greece from the first aid package. If 

so, Greece may be able to access bond markets this summer or autumn and exit its troika programme by the end of this 

year. 

 

FRANCE: CENTRE-RIGHT WINS LOCAL ELECTIONS  

The tail risk of political instability in France has not risen with the final results of the local elections. The setback for presi-

dent Hollande’s Socialists was in line with expectations, with the vote for the centre-left/left dropping to 42% on some 

counts versus a rise in support for the centre-right to 49%. Despite serious losses elsewhere, the Socialists held on to Paris 

(against the centre-right) and won Avignon (against the ultra-right Front National). While Le Pen’s Front National again 

makes many headlines for winning in a few small places, the real news is that the centre-right did fairly well despite its inter-

nal divisions.  

 

At the European elections in late May, the Front National may garner the protest vote and be almost neck-on-neck with the 

Socialists and the centre-right. But the local elections suggest that, in a standard national vote, the anti-EU Front National 

would still be far behind. Hollande looks set to reshuffle his government soon. After the European elections, he will likely 

outline some expenditure cuts to finance some job-friendly tax cuts for French businesses. We expect the changes to remain 
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modest, neither improving the French rate of trend growth very much nor triggering unrest that could lead to political in-

stability. Hollande will probably not be quite the “Schröder” of France, that is the centre-left leader to reform an ossified 

labour market. But the risk of a financial crisis also looks small. For the time being, France will just continue to trail behind 

its neighbours until the political elite bites the bullet of thorough reforms. 
 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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