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Tensions between the Eurozone and its most
embattled economy plunged deeper into the red
this week, with fears of a Greek exit that could
cause shockwaves throughout the continent.

Mario Draghi, European Central Bank President,
claimed Europe would drift into “uncharted
waters” should Greece continue their
emboldened resistance to austerity measures,
risking a default of their €324bn debt.

Mr. Draghi, speaking at the International
Monetary Fund’s spring meetings in Washington,
said: “The short-term danger of contagion [from
a Greek exit] is difficult to assess, but we have
enough buffers in place. And even though they
were designed for different circumstances, they
are sufficient. But we are entering uncharted
waters.”

The warning comes only weeks before Greece’s
new, radical left government is to agree a fresh
rescue package with their increasingly frustrated
creditors.

The proposed €7.2bn loan is yet another
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stumbling block in the EU’s long road out of
recession, with senior IMF figures suggesting
that demands on Greece be streamlined and
simplified, whilst their creditors accuse Greece
of failing to provide sufficient reforms to secure
the critical funds.

Yet Draghi was quick to point out that the goal of
the talks were to accomplish “a comprehensive
package within which the policies can be
monitored”.

When asked on the possibility of a Grexit, Mr
Draghi said:”I don’t want to contemplate such an
event because the Greek leaders have said they
will always meet their commitments.”

The words top a turbulent week in the already
fractious relationship between Greece’s Syriza
administration and the EU, fuelling fears that a
compromise may not be reached.

Speaking earlier this week in Washington,
German Finance Minister Wolfgang Schaeube
said: “The Europeans have said, OK, we are
ready to do it [lend money] until 2020… If you
find someone else, whether it’s in Beijing, in
Moscow, in Washington DC, or in New York who
will lend you money, ok, fine, we would be
happy. But it’s difficult to find someone who is
lending you in this situation amounts [of]
€200bn.”

Syriza’s bargaining power at the negotiations
has been further damaged after their borrowing
costs soared to 27%, up 3.5 percentage points,
and their credit rating was downgraded by
ratings agency S&P.

John Thornton
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