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BRATISLAVA: The eurozone’s poorer former commu-
nist nations, having themselves endured painful market
reforms and austerity programs, are taking a hard line
on Greece after its people voted to reject bailout terms.
Estonia, Latvia, Lithuania and Slovakia have long insist-
ed they are too poor to pay for the mistakes made by
wealthier Greece and that it should have stuck to the
reforms and austerity measures laid out in its massive
240 billion euro ($273 billion) bailout. 

“I hear some Greeks have pensions over 1,000 euros
($1,100) a month. That’s outrageous. I refuse to pay for
their debt while they are making fortunes compared to
my salary,” Bratislava waitress Martina Lelovicova told
AFP yesterday in a country where the average monthly
salary is Ä880. “It’s good news for the eurozone. Greeks
should leave it, this will only make it healthier,” a
Bratislava entrepreneur in his thirties who wished to
remain anonymous told AFP of Sunday’s Greek referen-
dum result. Slovak Finance Minister Peter Kazimir - the
first Eurogroup minister to warn that the Greek ‘No’

raises the spectre of a “Grexit” or exit from the euro told
reporters: “With the result of the referendum, a possi-
ble crisis scenario, the gradual withdrawal of Greece
from the eurozone, is unfolding.” Slovakia, an ex-com-
munist nation of 5.4 million people that joined the
eurozone in 2009, has suffered stubbornly high job-
lessness despite brisk economic growth in recent years.
Its leftist Prime Minister Robert Fico insists “Slovakia
will not be harmed as a result of Greece and its deci-
sion to stay or leave the single currency union,” as
Bratislava “did not give any cash, only our guarantees”
as part of previous Greek bailouts. 

‘Bad and Worse Choices Left’ 
But not all poorer eurozone members have nothing

to lose: Estonian President Toomas Hendrick Ilves
tweeted Monday that “Greece’s creditors (are) not just
banks”. “Eurozone countries poorer than Greece stand
to lose up to 4.2 percent GDP,” he wrote. Prime Minister
Taavi Roivas for his part said Greece “now only has bad

and worse choices left” and reforms “are unavoidable”.
“We expect the Greek government to understand the
situation and show decisiveness and action within
hours,” he added.

Having broken free from the crumbling Soviet
Union in 1990-91, tiny Estonia and Latvia joined the
eurozone in 2011 and 2014 respectively, followed by
neighbour Lithuania in January this year. All three Baltic
states implemented drastic austerity measures to
recover from deep recessions triggered by the 2008-09
global financial crisis, paving the way to eurozone entry
and stable economic growth, now around three per-
cent in the region.

Estonia, the eurozone’s smallest member since 2011,
approved an initial Greek bailout but has since said ‘No’
and insists that all eurozone members adopt its strict
fiscal discipline. Tallinn boasts the eurozone’s lowest
debt-to-GDP ratio of 10.6 percent. “Estonians don’t real-
ly understand the Greek attitude. We are used to saving
and living frugally,” Merit Kopli, editor in chief of

Estonia’s leading Postimees daily, told AFP. Maie Mets, a
72-year-old pensioner, said: “As I understand it, the
Greek standard of living is higher than ours here in
Estonia. It is only normal that people pay their debts.”

‘No Sympathy’ 
Latvia was hit hard by the global financial crisis,

suffering the world’s deepest recession when GDP
shrank by nearly a quarter over two years. Yet the
nation of some two million bounced back after imple-
menting austerity cuts under the terms of a 7.5 billion
euro international bailout it secured to avert bankrupt-
cy. “When we went through the international bailout,
did anyone come to rescue us?” asked Zenija Lace, a 61-
year-old Riga office worker. “I have no sympathy for the
Greeks. They should have started paying taxes long
ago. If they want money from Europe, they should have
started saving!” added 59-year-old Riga business-
woman Brigita Petersone. “How is it that we could
endure all of it and they can’t?” —AFP 
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FRANKFURT: All eyes turned to the European Central
Bank yesterday following the resounding ‘No’ in Greece’s
referendum, as it is seen as the only institution capable of
stemming market panic and preventing the Greek econ-
omy from collapsing. In Sunday’s referendum, more than
61 percent of Greeks rejected creditor demands for fur-
ther austerity in return for more bailout funds, sending
Greece’s eurozone partners scrambling to respond.  Until
now, the ECB has agreed to keep Greek banks - and, by
extension, the debt-wracked Greek economy - on life
support via the eurozone’s Emergency Liquidity
Assistance or ELA facility.  But the overwhelming ‘No’ vote
has made it more difficult for the ECB to justify keeping
that lifeline open. “The ECB’s hands are tied by rules,” the
head of the Austrian central Bank, Ewald Nowotny, told
the public broadcaster ORF. “We have to assess the situa-
tion each time anew. And I’m afraid that events in Greece
have not made it easier for us,” Nowotny said. 

Analysts agreed. “Without a clear prospect of an
immediate bailout deal that could prevent a full-scale
sovereign default ... it is very hard for the ECB to authorise
continuing emergency support for Greek banks, let alone
to allow an increase in such support,” said Berenberg
Bank economist Holger Schmieding. The Bank of Greece
has requested an increase in ELA liquidity. And in the flur-
ry of talks on possible ways forward, ECB president Mario
Draghi - who earlier talked with EU Commission chief
Jean-Claude Juncker, Eurogroup head Jeroen

Dijsselbloem and the president of the European Council
Donald Tusk - was scheduled to chair a meeting of the
ECB’s governing council to discuss that request. 

Doing the ‘Dirty Work’ 
“While politicians in the eurozone are preparing for

possible new talks, it is once again up to the ECB to do
the dirty work,” said ING DiBa economist Carsten Brzeski.
“The ‘No’ has not made the ECB’s life any easier. With
every step that Greece is moving closer to total default
or even a ‘Grexit’ and Greek banks are losing deposits, it
will be harder for the ECB to label Greek banks as sol-
vent, and thereby eligible for ELA,” Brzeski said. ELA is
currently the only source of financing for Greek banks,
and therefore the Greek economy. But with Greece’s
bailout program now officially expired and in the
absence of any new program, the conditions for its con-
tinuation are no longer met.

But analysts believe the ECB will not want to be the
one to pull the plug on Greece and force the country out
of the single currency. “The ECB will not be the one
pulling the trigger on Greece. As long as eurozone politi-
cians will signal their willingness to negotiate with
Athens, the ECB will keep ELA at its current levels,” said
Brzeski. Berenberg Bank’s Schmieding agreed. “We look
for the ECB to play a holding game today, not cutting
ELAs but possibly telling European leaders that without a
clear political signal, ELAs would have to be cut soon,” he

said.  Until now, the Frankfurt-based ECB has pulled out
all the stops in a bid to prevent a so-called “Grexit” - or
Greek exit from the eurozone. But some of the ECB gov-
erning council members believe that constantly violating
the single currency’s rules, as Greece is perceived to have
done, is just as destructive. 

Bundesbank Hard Line 
For that reason, the head of the German central bank

or Bundesbank, Jens Weidmann, has consistently voted
against ELA in recent weeks. And support for his hardline
stance could grow on the ECB governing council. A two-
thirds majority would be needed on the 25-seat board to
shut down ELA. Deutsche Bank economist George
Saravelos predicted that for Greek banks, ELA liquidity
was likely to be fully exhausted over the next few days.
That would leave cash machines empty and Greece
would no longer be able to finance imported goods via
outgoing payments. The ECB’s patience is unlikely to last
forever and could run out later this month, when Greece
is due to repay €3.5 billion ($3.9 billion) in loans to the
ECB on July 20. If Greece is unable to meet the deadline
and defaults on the payment, “it is very hard to see the
ECB continuing ELA,” said Brzeski. The head of the French
central bank, Christian Noyer, insisted that the ECB could
not allow a restructuring of the debt Greece owes it. “That
would constitute monetary financing,” which is expressly
forbidden in the ECB’s statutes, Noyer said.— AFP 

FRANKFURT: Workers take down the stars of the euro logo in front of the former headquarters of the European Central Bank (ECB) yesterday. — AFP 

Difficult for bank to justify keeping lifeline open

BERLIN: The German government sig-
nalled a tough line towards Greece yester-
day, saying it saw no basis for new bailout
negotiations and insisting it was up to
Athens to move swiftly if it wanted to pre-
serve its place in the euro zone. With opin-
ion towards Greece hardening in
Germany’s ruling coalition following the
landslide rejection of European bailout
terms in a Sunday referendum, Chancellor
Angela Merkel’s spokesman indirectly
raised the prospect of a Greek exit from the
currency bloc.

“Greece is a member of the euro. It is up
to Greece and its government to act so that
this can remain the case,” Steffen Seibert
told a government news conference. “It
depends now on what proposals the Greek
government puts on the table.” Pressed on
what concessions Berlin might be willing to
make to Greek Prime Minister Alexis Tsipras,
a finance ministry spokesman dismissed
the idea of a debt restructuring sought by
Athens and favoured by the International
Monetary Fund (IMF).

German Chancellor Angela Merkel trav-
els to Paris later on Monday to agree a com-
mon stance towards Greece with French
President Francois Hollande. The rhetoric
out of Paris, Madrid and other capitals was
more conciliatory towards Greece on
Monday morning, with French Finance

Minister Michel Sapin saying a Greek debt
writedown should not be considered
taboo. German officials acknowledge pri-
vately that Berlin and Paris have sent out
conflicting signals in recent days that it is
important to get the euro zone’s two
biggest countries back on the same page.

Seibert played down the impact of the
resignation of Greek finance minister Yanis
Varoufakis, whose fiery declarations have
alienated the Germans and many of their
euro partners in recent months. He said
that Greek policy positions were more
important than personnel. Merkel, who has
worked hard behind the scenes to avoid a
Greek exit, saying last week that “where
there’s a will, there’s a way”, finds herself
boxed in following the referendum by the
increasingly hard line of her conservative
allies and coalition partners, the centre-left
Social Democrats (SPD).

Sigmar Gabriel, leader of the SPD, told
the Tagesspiegel daily after the referendum
that Tsipras had “torn down the last bridges
on which Greece and Europe could have
moved towards a compromise”. Reflecting a
shift in the political mood, Finance Minister
Wolfgang Schaeuble, who has become a
hate-figure in Greece for his uncompromis-
ing stance, saw his popularity at home
surge to a new high last week, according to
an opinion poll. — Reuters 

German line hardens 
after Greek ‘No’ vote

LONDON: British engineer Rolls-Royce
cut profit expectations for the third time
in nine months yesterday, increasing the
challenge for its new chief executive.
Shares in the 131-year-old company
dropped as much as 10 percent after it
also scrapped a plan to buy back £1 bil-
lion ($1.6 bill ion) of shares halfway
through the program. Rolls-Royce has
been struggling for some time with a
drop in demand from energy customers
for its marine equipment following a
plunge in oil prices.

But the firm said yesterday its aircraft
engine business was also suffering dur-
ing a switch from its Trent 700 engine to
the newer Trent 7000, with fewer of the
legacy engines being sold than anticipat-
ed. That turns up the heat on new CEO
Warren East, who took the helm only four
days ago. The aerospace business
accounted for almost half of 2014 rev-
enues and has been riding a surge in
demand for fuel-efficient engines for pas-
senger jets, though it has lagged rival
General Electric on profit margins.

Hargreaves Lansdown analyst Keith
Bowman said that while it was common
for new CEOs to cut expectations, the
warning was another blow for investor
trust in Rolls-Royce. “The company’s prior
push to reduce earnings volatility and
surprises looks to have been completely
unwound, with investors today suffering

another shock,” he said.
Downgrades

For 2016, Rolls-Royce said lower
demand and pricing for the Trent 700
engines, reduced demand for its business
jet engines and some weakness in its
after-sales business for smaller jet
engines would cut profit estimates by
about £300 million - reducing analysts’
consensus forecast by around 20 percent.
For this year, underlying pretax profit
would come in between £1.325 billion
and £1.475 billion, as much as 5 percent
lower than its previous guidance, it said.

East, the former boss of chipmaker
ARM Holdings whose appointment in
April led to a jump in Rolls-Royce shares,
said his fundamental confidence in the
business was not shaken, adding - in a
swipe at past management style - that
the bad news was announced to
investors as soon as possible. “We are
bringing this news to the market now
perhaps rather earlier than you might
have expected or you might have seen
from Rolls-Royce in the past,” he said. “I
hope that is part of the tone for the style
of communication that we are going to
expect now I’ve joined the business.” East
said he would start an operational review
of the company in the coming months.
Cost-saving programs are already under-
way in both the aero-engine and marine
businesses. —Reuters 

Rolls-Royce cuts
profit forecasts

All eyes on ECB 
after Greek ‘No’ 

BERLIN: German Chancellor Angela Merkel arrives at her office at the chancellery
yesterday. — AP 

PARIS: France urged Greece yesterday to come back to
the negotiating table with new proposals, insisting a
cash-for-reform deal was possible even as the country’s
resounding ‘No’ vote prompted growing German calls for
its exit from the euro zone. President Francois Hollande,
who welcomes Germany’s Angela Merkel for talks in
Paris yesterday before a euro zone summit on Tuesday,
has sought in vain to bridge the gap between Greek
Prime Minister Alexis Tsipras and other European leaders.

Hollande also has a tough balancing act at home. The
far-right National Front is calling for the outright dissolu-
tion of the euro zone and the mainstream right wants
“Grexit” while the left wing of his ruling Socialists want
him to use his EU veto to defy German-led austerity and
back the Greeks. “There is a risk of (Greece) leaving the
euro but there is no automatic exit, in the same way that
the vote doesn’t mean automatically that Greece stays in
the euro. What will determine whether it stays or leaves
is the quality of negotiations that will start,” Finance
Minister Michel Sapin said.

“If having won back their pride they can return to
negotiations, so much the better ... “It is up to the Greek
government to make proposals now,” he told Europe 1
radio. Sapin called on the European Central Bank not to
cut current liquidity to the Greek banking system and
reaffirmed that talks on Greek debt relief should be “no
taboo”. “The debt burden in the months and years ahead
is too high on Greece to allow it to get back on its feet
again,” he said.

Merkel was due to arrive in Paris around 6:00 pm
local time (1600 GMT) for talks in which she and

Hollande will try to bridge the gap between France’s
more conciliatory line and the tough rhetoric heard
across the political spectrum in Berlin. The two were
expected to make a joint statement but not take
questions.

Domestic Pressures
The resurgence of the anti-EU FN and growing

Euroscepticism among even mainstream French voters
makes the Greek crisis all the harder to handle for
Hollande, whose advisers fear “Grexit” could have reper-
cussions for both the euro and wider EU. Conservative
ex-president Nicolas Sarkozy, looking to run again as
president in 2017, has noisily attacked Hollande’s han-
dling of the saga and declared that Athens has de facto
suspended its membership of the euro zone.— Reuters 

WARSAW: Finance ministers of France Michel Sapin (left), Germany Wolfgang Schaeuble (right)
and Poland Mateusz Szczurek (center) begin talks in the Polish capital yesterday. The ministers
met a day after the Greek bailout referendum. — AP 

France tries to keep path
open for Greece accord


