
B U S I N E S S
TUESDAY, JULY 14, 2015

PARIS: As President Francois Hollande
led Angela Merkel off for a working din-
ner at his Elysee Palace a week ago last
Monday, his advisers breathed deep sighs
of relief. Minutes earlier, the German
chancellor had agreed to echo Hollande
in telling reporters that the “door remains
open” to a deal between Greece and its
international creditors. Spoken 24 hours
after Greek voters rejected the cuts and
tax hikes sought by the European Union
and International Monetary Fund in
return for more financial aid, Merkel’s
words suggested Greece’s forced exit
from the euro zone could still be averted.

“That could turn out to be one of the
sentences that saved Greece,” said one
diplomat, reflecting the French view that
expelling the country from the single cur-
rency zone would have catastrophic con-
sequences for Greece and weaken the
euro itself. While the final accord struck
between Athens and euro zone leaders in
Brussels on Monday imposes tough new
conditions on Greece demanded by
Merkel and her allies, the fact that Europe
got there at all after six months of
brinkmanship and frustration is in no
small part due to France.

While few doubt Germany remains
the senior partner in the region, the saga

has shown that France still plays a coun-
terweight role in defining the European
Union. It also bucks a period in which
France’s standing and influence have suf-
fered because of a weak economy and
repeated failures to bring its own public
deficit under EU limits. “If ‘Grexit’ is avoid-
ed, it will show that Hollande has been a
bridge-builder and helped avoid a geo-
political catastrophe,” said Rem Korteweg,
senior researcher at the London-based
Centre for European Reform (CER) think
tank.

On coming to power in May 2012,
Hollande mulled leading a rebellion of
southern EU states against the bloc’s
Berlin-driven fiscal austerity. But he con-
cluded it was not in the best interest of
France’s borrowing costs for it to be
ranked alongside fragile “Club Med”
economies. While that choice dismayed
many fellow Socialists, Hollande was
quick to see this year that the stand-off
on Greece - whose 1981 entry into the
EU France had lobbied for in the first
place - offered the chance of a new lead-
ership role. When Alexis Tsipras won
power in January elections, Paris had
within hours offered to be a “bridge”
between his leftist government and the
rest of Europe.

‘Help Me to Help You’
What followed was dogged, consen-

sus-building diplomacy typical of
Hollande, an alumnus of France’s elite
ENA civil service college. “I told Tsipras,
‘it’s not easy for Mrs Merkel’,” Hollande
recounted privately in late June of the
need for any accord to be politically
acceptable in Berlin. As the patience of
other EU leaders wore thin with Tsipras’
refusal to meet their demands and with
his incendiary rhetoric, Hollande
remained convinced that the former
Communist youth leader was at heart a
pragmatist who just needed help on the
learning-curve of Brussels deal-making.
“Help me to help you,” he finally told
Tsipras by telephone on the evening of
Sunday, July 5 as results in Greece’s refer-
endum showed a decisive rejection of EU
and IMF austerity.  Hollande urged
Tsipras to mend fences quickly with EU
leaders.

The removal the following morning of
combative Finance Minister Yanis
Varoufakis and a new conciliatory tone in
Athens helped set the stage for a fresh
effort to reach a compromise. While
Merkel could only react guardedly, due
to growing pressure from fellow German
conservatives to cut Greece loose,

Hollande knew his firm anti-Grexit line
could only win him kudos with the
French left. 

Prime Minister Manuel Valls declared
in parliament on Wednesday that France
would prevent any move to eject Greece,
and France discreetly activated some of
its best negotiators to help Greek offi-
cials fine-tune new concessions to credi-
tors. “We don’t have teams of technicians
drafting the package for the Greeks,” one
senior French diplomat said, denying the
French were writing the Greek proposal.
“It’s more about giving them a hand on
the politics - encouraging them to put in
what is possible now, to do the neces-
sary.”

That set the stage for this weekend’s
show-down in Brussels - but once there,
Berlin took over. Aside from helping dis-
credit an option of “temporary Grexit”
put about by German officials, the
French were mainly bystanders as
Merkel, backed by northern, eastern and
Iberian countries, imposed conditions.
“Greece remains in the euro zone - that
was our goal,” a weary-sounding
Hollande told reporters after the summit,
calling Franco-German compromise a
precondition for every EU deal.

While the past few months have

shown that France still counts in Europe,
it would be premature to say EU power
dynamics have swung back in Paris’
favour or that Hollande will see a bounce
to his still-dismal domestic ratings. CER’s
Korteweg noted that for Merkel, the cen-
tre-left Hollande was a valuable “go-to
partner” for brokering political consen-
sus across Europe who also provided
cover for diplomatic forays into the
Ukraine crisis. The Germans are anxious
not to be seen to be wielding their
increased power alone.

In France, Monday’s agreement
means Hollande has at least avoided the
ignominy of watching his efforts going
to waste and then having to suffer the
ridicule of his predecessor and likely
2017 election rival Nicolas Sarkozy. But
recent polls show the French still believe
it is Merkel not Hollande who calls the
shots in Europe, and that around half of
them would have been happy to see
Greece leave the euro zone. “Don’t fall
into the trap of thinking the French are
massively behind the Greeks,” said
Jerome Fourquet, head of opinion at
pollster Ifop. “Many will rapidly come to
the conclusion that all we’ve done is stick
another patch on Greece’s punctured
tyre.” — Reuters 

For France, mission accomplished as ‘Grexit’ averted

BRUSSELS: Greek Prime Minister Alexis Tsipras speaks with the media as he leaves after a meeting of eurozone heads of state at the EU Council
building yesterday. — AP 

BRUSSELS: Eurozone leaders struck a deal
yesterday on plans for a bailout to prevent
debt-stricken Greece from crashing out of the
euro af ter  Athens bowed to draconian
demands for reform. After gruelling 17-hour
talks during which the future of the European
project hung in the balance, leftist Greek
Prime Minister Alexis Tsipras accepted terms
set  by his  mistrustful  par tners.  The deal
requires him to push through a raft of market-
oriented laws by tomorrow as a sign of good
faith,  scrut inised by the International
Monetary Fund (IMF) for compliance.

Only then will the 18 other eurozone lead-
ers start negotiations over what Greece will
get in return: a three-year bailout worth up to
86 billion euros ($96 billion), its third rescue
program in five years. “EuroSummit has unani-
mously reached agreement,” EU President
Donald Tusk said. “All ready to go for ESM
(eurozone bailout fund the European Stability
Mechanism) programme for Greece with seri-
ous reforms and financial support.”

The last-ditch deal is aimed at keeping
Greece’s economy afloat amid fears its cash-
starved banks were about to finally run dry
and trigger its exit from the single currency.
“Grexit  has gone,” European Commission
President Jean-Claude Juncker told AFP after
the talks, ruling out the threat of a departure
from the euro which could have potentially
destablised the global economy.  “The agree-
ment was laborious, but it has been conclud-
ed. There is no Grexit,” Juncker told a news
conference after 17 hours of bargaining. He
dismissed suggestions that Tsipras had been
humiliated even though the summit state-
ment insisted repeatedly that Greece must
now subject much of its public policy to prior
agreement by bailout monitors. “In this com-
promise, there are no winners and no losers,”
Juncker said. “I don’t think the Greek people

have been humiliated, nor that the other
Europeans have lost  face.  I t  is  a  typical
European arrangement.”

A weary Tsipras insisted the deal was good
for Greece, even though analysts say the terms
are in some respects tougher than those Greek
voters had rejected on his recommendation in
a referendum just one week ago. “We fought a
righteous battle to the end,” Tsipras said. The
deal, Tsipras argued, includes help to ease
Greece’s huge burden of debt and revive its
crippled banking system. “The great majority
of Greek people will support this effort,” he
added. European and Asian markets rose,
although the euro ran out of steam as cau-
tious dealers awaited clearer details of the
accord.

Tough Sell at Home 
But Tsipras now faces a tough task selling

the deal to the Greek people, parliament and
his radical Syriza party, which shot to power in
January on the back of promises to end five
years of bitter austerity under two previous
bailouts. Faced with a deeply distrustful euro-
zone after six months of tense meetings, the
40-year-old Tsipras had to agree to demands
that critics say rob Greece of financial inde-
pendence. “The road will be long, and judging
by the negotiations tonight, difficult,” said
German Chancellor Angela Merkel, Europe’s
leading champion of austerity.

Europe’s first step will be to push the deal
through several national parliaments, many in
countries that are loath to afford Greece more
help. Germany’s Bundestag is likely to vote on
Friday, provided the Greek parliament rushes
through four new reform laws by tomorrow.
Greece has to make sweeping changes to
labour laws, pensions, VAT and taxes, accord-
ing to the document, which seeks to regulate
some of the country’s tiniest financial details.

Despite strong opposition, Tsipras also
yielded to a plan to park assets for privatisa-
tion worth up to Ä50 billion ($56 billion) in a
special fund. Some Ä25 billion of the money in
that fund will then be used to recapitalise
Greece’s cash-starved banks, which have been
badly damaged by two weeks of capital con-
trols. Further humiliations come in the form of
a return of officials from the widely loathed
“Troika” of Greece’s creditors - the European
Commission, European Central (ECB) and IMF.
There is also a pledge to reverse laws brought
in by the Syriza government since the election
that run counter to Greece’s earlier bailout
arrangements in 2010 and 2012. The deal con-
tained little mention of relieving a Greek debt
mountain worth 180 percent of GDP - a step
recommended by the IMF - beyond a vague
mention that it should be considered later.

ThisIsACoup 
The deal  tr iggered angr y reactions on

social media across Europe, where the Twitter
hashtag #ThisIsACoup trended. The marathon
talks also exposed tensions at the heart of the
the post-war European project, especially
between hawkish Berl in and softer Paris,
which has been Greece’s biggest supporter
during the crisis. French President Francois
Hollande hailed Tsipras for making a “coura-
geous choice” in agreeing to the reforms
despite the political risks at home.

France also led efforts to have a clause on a
German-backed idea for a “temporary Grexit”
option dropped from the leaders statement.
Its appearance in an earlier draft marked the
first time the idea of a euro member leaving
the currency had appeared in black and white.
The eurozone must now unite to tackle the
immediate problem of finding funds to keep
Greece af loat ,  as  the bai lout  could take
months to finalise.—AFP 

European leaders agree 
tough Greek bailout deal

Juncker denies talks humiliating for Tsipras

LONDON: World markets gave a weary
cheer yesterday as euro zone leaders
emerged from-all night talks in Brussels
with a deal to keep Greece afloat and part
of the euro currency union. Wall Street’s
S&P 500 and Dow Jones industrial indexes
were expected to ride Europe’s wave of
relief when they reopen, with futures mar-
kets pointing to gains of 0.7-0.8 percent. As
Europe’s markets opened, European
Council President Donald Tusk announced
that after months of negotiations,
overnight discussions had produced a third
bailout deal in five years for Greece.

“The agreement was laborious, but it
has been concluded.  There is no Grexit,”
European Commission President Jean-
Claude Juncker told a news conference
after 17 hours of bargaining. The head of
the International Monetary Fund, Christine
Lagarde, called it “a good step to rebuild
confidence” in Greece. The pan-European
FTSEurofirst 300 index jumped as much as
1.75 percent to hit a two-week high. Italian,
Spanish and Portuguese bonds gained ver-
sus German Bunds in debt markets.

The euro rose initially against the
world’s other major currencies, then
dropped back as traders locked in some of
its gains of recent days. Capital controls
imposed by Athens have limited trading in
Greek bonds, but Tradeweb data showed
two-year yields down 4.81 percentage
points. US-listed Greek equity assets that
continue to trade also surged. “It’s positive
that they’ve reached an agreement and it
should be positive for risk in general,” said
Vasileios Gkionakis, Global Head of FX
Strategy at UniCredit. “We are seeing a dip
in the euro at the moment. But that is
because of the moves at the end of last
week; generally this should bode well.”

Greek Prime Minister Alexis Tsipras final-
ly won conditional agreement to receive a
possible Ä86 billion ($95 billion) over three
years, but he had to pay a high price. On
top of big cuts in spending, Ä50 billion ($55
billion) worth of Greek state assets - includ-
ing recapitalised banks - will have to be put
into a trust fund beyond the government’s
reach. They would then be sold off, primari-
ly to pay down the national debt.

Grin and Bear It
Asian stock markets had kept their

nerve as Greek talks went on through the
European night and as Chinese stocks rose
for a third straight session after their recent
rout. Data from China showed exports rose
2.8 percent in June, while imports slipped
6.1 percent, in a tentative sign global
demand might be on the mend. China
reports domestic product data tomorrow.
Forecasts are that annual growth slowed to
6.9 percent last quarter. The CSI300 index
of the largest listed companies in Shanghai
and Shenzhen added 2.6 percent. That
came on top of last week’s rally of 5.7 per-
cent, after Chinese regulators moved to
steady markets. Japan’s Nikkei gained 1.6
percent.

“This is victory in the first battles of a
long-lasting war,” said Hou Yingmin, analyst
at brokerage Aj Securities. “But it takes time
for market sentiment to fully recover from
the recent trauma, which was so severe,
and bears are likely to make a comeback.”
Relief that Greece’s future in the euro was
now looking more certain undercut
demand for safe-haven assets. Yields on
German government debt rose 3 basis
points, dragging those on US Treasuries
with them.

For US markets there was also the ongo-
ing debate over whether the economy is
now strong enough to cope with less sup-
port. The Treasury Department was sched-
uled to issue its June budget report. The
department is expected to post a budget
surplus of $51.0 billion, compared with a
$82.4 bill ion deficit reported in May.
Federal Reserve Chair Janet Yellen said on
Friday that she expects the central bank to
raise US interest rates for the first time in
almost a decade this year. She appears
before US politicians tomorrow.

In commodity markets, gold fell toward
$1,150 an ounce as the dollar regained its
overnight strength. It was up for a third
straight day against the yen at 123.35 yen
and $1.1084 to the euro. Oil prices were
under pressure meanwhile, as Iran and six
world powers looked to be closer to a deal on
the Iranian nuclear program that would bring
relief from sanctions for Tehran and thus
more crude to the market. Brent crude sank
$1.24 to $57.49 a barrel and US crude shed 91
cents to $51.83 as discussions in Vienna con-
tinued following a string of extensions over
the last couple of weeks. —Reuters 

Europe gives weary
cheer to Greek deal

FRANKFURT: Traders work at the stock exchange in Frankfurt am Main yesterday. —AFP 

NEW YORK: Democratic presidential candidate Hillary Clinton speaks at The New
School yesterday. Clinton used her first major policy speech to outline her economic
vision for the US, including a fight for higher wages. — AFP 

Hillary Clinton calls for greater income equality 
NEW YORK: Democratic front-runner Hillary
Clinton put the fight for higher wages for
everyday Americans at the heart of her eco-
nomic agenda yesterday, in the first major
policy speech of her White House bid. Clinton
said the US economy will only run at full
steam when middle-class wages rise steadily
along with executive salaries and company
profits. “I believe we have to build a growth
and fairness economy.  You can’t have one
without the other,” she said at The New School
university in Manhattan’s Greenwich Village, a
bastion of liberal education.

With one eye on the growing support for

Vermont Senator Bernie Sanders,  a self-
described socialist who is also seeking the
Democratic Party nomination, Clinton laid out
a vision of economic equality. “Corporate
profits are at near-record highs and
Americans are working as hard as ever but
paychecks have barely budged in real terms.
Families today are stretched in so many direc-
tions and so are their budgets,” Clinton said.
The former secretary of state promised to
push for a broader reform of the US corporate
tax code.

Clinton is  the favorite to win the
Democratic nomination for the Nov 2016

presidential election but Sanders has drawn
large crowds at campaign events. She will
unveil more specifics of her economic policy
in a series of speeches in the coming weeks
as Democrats seek more details of her plans
on increasing the minimum wage, creating
universal preschool and investing in infra-
structure. Putting some meat on the bones of
her economic policy could divert the focus
away from issues that are dragging on
Clinton’s popularity, including a controversy
over her use of a private email account while
she was President Barack Obama’s secretary
of state. —Reuters 


