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Berenberg Macro Flash 

GREECE: TIME TO GET REAL GREECE: TIME TO GET REAL GREECE: TIME TO GET REAL GREECE: TIME TO GET REAL     

Time and money are running out for Greece. A subtle change in tone in Athens suggests that the new Greek gov-
ernment has started to notice. But whether prime minister Tsipras has really grasped how close he has already 
pushed Greece to the abyss of wholesale financial crisis, recession and Grexit and whether he is ready to perform 
the inevitable U-turn to avoid that fate remains a very open question.  

Over the weekend, Greek officials and the three institutions we are no longer supposed to call troika held talks in 
Brussels, identifying areas where the plans of the new government are compatible with Greece’s obligations to its 
official creditors and where they are not. Key sticking points seem to be (i) a Greek refusal to implement some of 
the additional key reforms which Greece had agreed to under its previous government, (ii) Greek plans to reverse 
some of the pro-growth reforms which had been the basis for Europe and the IMF to grant Greece €240bn, and 
(iii) the Greek request to cut the target for the primary surplus to 1.5% of GDP from the current targets of 3% for 
2015 and 4.5% thereafter.  

The results of these talks will be the basis for the discussions of Euro finance ministers starting today at 14h GMT. 
Tsipras and his finance minister Varoufakis struck an optimistic note over the weekend, expressing confidence 
that there will be a deal and suggesting that they hope to find an agreement tonight. However, Eurogroup chair-
man Dijsselbloem and other Eurozone finance ministers such as Germany’s Schäuble sounded much more pessi-
mistic. This difference in tone may indicate that Greece’s double populist coalition is starting to realise that its 
position is much weaker than that of its creditors, and that it will need to back down a lot from its in unaffordable 
election promises. According to Kathimerini, Eurogroup finance ministers may meet again this Friday if the talks 
tonight do not yield a result. A Friday meeting would be a last ditch-effort to still strike a deal before the current 
support programme expires on 28 February. Without extending the programme – or coming up with an “interim 
programme” that de facto extends the current accord – the ECB may find it much more difficult to authorise the 
emergency liquidity assistance which is currently keeping the Greek banking system and the Greek economy from 
potential collapse. 

Europe is good at finding face-saving compromises in late-night sessions. Our call is that Tsipras will get real and 
strike a deal soon, probably with a de facto extension of the current programme in a slightly amended form and 
with a less intrusive follow-up support programme thereafter. But the risk of accidental Grexit caused by a Greek 
refusal to accept reality remains high. We continue to put it at 35%. 

 

JAPAN: RECESSION JAPAN: RECESSION JAPAN: RECESSION JAPAN: RECESSION OVEROVEROVEROVER, BUT NOT YET CONVINCINGLY, BUT NOT YET CONVINCINGLY, BUT NOT YET CONVINCINGLY, BUT NOT YET CONVINCINGLY    

Japanese output growth resumed in Q4 2014 after two quarters of contraction, thus officially ending the recession 
that had been triggered by a sales tax increase last April. The uptick by 0.6% qoq (2.2% annualised) was largely 
driven by external demand, with net exports accounting for exactly half the expansion. Consumption growth, 
which had experienced some tax-induced wild swings in the first half of the year, expanded modestly by 0.3% qoq 
in Q4. Government consumption (+0.1%) and investment (+1.0%) also continued to support growth. Highlighting a 
continuing lack of confidence, however, private sector investment contracted for a third successive quarter, albeit 
this time only modestly (-0.1%). In 2014 as a whole, Japanese economic output was flat. That is far less than the 
1.3% the IMF, for example, had forecast for 2014 in its October 2013 projection round. The great expectations 
raised by the monetary and fiscal expansion programme dubbed Abenomics were dashed by the tax increase and 
the lack of structural reforms. 

Prime minister Abe, who called and won an election last December after Japan had fallen into recession, still owes 
his voters the proof that his programme is more than just another, albeit extremely aggressive, attempt to artifi-
cially stimulate the economy. The European experience shows that, while monetary stimulus can help, sustaina-
ble growth can only be generated if structural reforms improve the supply side of the economy. Spain, Ireland, 
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Greece and Portugal all grew faster than Japan in 2014, despite far less monetary and fiscal stimulus. Despite the 
temptation to rely on artificial stimulus, we expect Abe to deliver more structural reforms this year. But we are 
sceptical that these will deliver much more than moderate growth rates in the coming years. 
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