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The Crisis from Greece and the Future of the Eurozone

The situation in Greece, which was a serious
bugbear of the eurozone throughout the first-half
of 2015, has begun to settle down with the dramatic
agreement of the third bail-out program. It is much
too early, however, to declare the end of the crisis in
Greece. Although it has been more than five years
since May 2010, when the first bail-out program for
Greece marked the very beginning of the crisis, there
has been no full recovery from it. Meanwhile, the
Greek economy has been struggling during this painful
period. Furthermore, as the second bail-out program
on Greece came to an end on June 30, Greece became
the first among advanced countries that failed to repay
the loans from the IMF. Once again, a large scale bail-
out program is expected to come, but the end of the
crisis in Greece is still distant.

The Greek economy accounts only for about 2% of
that of the entire eurozone. Nonetheless, the crisis
from Greece poses a considerable threat to the
future of the region. The financial crisis of Greece has
spread over the entire eurozone because a mutual
economic and financial reliance has developed among
the eurozone countries, since the introduction of the
unified currency in 1999.

In the eurozone summit meeting held in Brussels,
Belgium on July 12, the member countries required the
Greek government to take more powerful reformative
measures. This reminds us of the result of the EU
summit meetings held on June 28 and 29, 2012, about
three years ago. Back then, EU countries agreed on

the direct support for poor banks by establishing the

eurozone bail-out fund (ESM), as well as a single bank
supervisory organization. As ESM directly supported
banks, thereby breaking the links between the risk of
national debts and poor banks, the finance market
seemed to rebound instantly. The press in Europe,
including the Financial Times, concluded that the
summit meeting saved Greece from the worst scenario
(i.e. Grexit of the Eurozone).

However, experts back then warned that without
an intensive reform of downsizing public sectors and
facilitating private sectors, the situation of the eurozone
would return to the beginning within a number of
years. Some also pointed out that if the agreement had
the effect of freeing the Greek government from the
pressure of a reform, it would end up being of no help
for the future of the eurozone.

Looking back, the agreement in the EU summit
meeting three years ago seemed to have eased the
crisis in Greece in the short run, but ultimately, it only
delayed the resolution of the fundamental problem
for three years. Even if the Greece's default or its
withdrawal from the eurozone becomes real, its impact
on the global financial market would not be as great
as the financial crisis in 2011 to 2012. While European
banks' exposure to Greece reached 120.8 billion dollars
in 2011, it decreased down to 32.95 billion by the end
of 2014. The exposure to Greece of ltaly, Spain, and
Portugal (other origins of the European financial crisis)
decreased during the same period from 15 billion to
1.97 billion. As it went through the financial crisis, the

eurozone improved its ability to cope with crises by

strengthening its financial safety networks, including
the ESM and financial union.

The risk of the Greek crisis leading to the disorganization
or collapse of the eurozone seems to be very small.
Although it is difficult to foresee future progress, it
is evident that the situation in Greece would not be
resolved within a short period. It will require both time
and effort to regain the growth engine to revitalize the
economy. The unsustainable national debt (177% of
GDP as of 2014) is another impediment. In the third
bail-out program negotiations, the rescheduling of
Greece debt payment is rising as the biggest issue
to be addressed. Even if this negotiation comes to a
successful end, receiving the bail-out program fund
comes with harsh reformative measures as required by
the creditors. The unstable coalition government and
politics of Greece, however, is creating doubt whether
the reformative measures Greece promised would be
faithfully implemented.

As shown in the case of Greece, the current crisis
is not a matter of temporary lack of liquidity but a
matter of the structural defect of the entire eurozone.
Additional problems are the decreasing growth potential
and deficient competitiveness of Greece. It is utterly
necessary to be prepared for future developments in
Europe to minimize potential negative repercussions
on the Korean economy. As the possibility of a dramatic
rise in risk aversion impends, the volatility of the
global finance market is the greatest concern as of
now. Measures need to be developed in advance. In

the medium to long run, the economic recovery of

the eurozone remains uncertain, so the possibility of
the economic slowdown throughout Europe and the
possibility of impact expansion to some vulnerable

countries also need to be taken into account. %

Changbeom Kim, a former EU ambassadorin Belgium
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Has the Risk of Grexit Come to an End?

2=/

The possibility of Greece’s withdrawal from the eurozone, Grexit, which has repressed the revival of the European financial

market as well as the eurozone economy, seems to have diminished lately. Both Greece and international creditors managed to

avoid Grexit by agreeing on the reform plan, upon the urgency created on the verge of a great catastrophe. This was possible

because Greece surrendered to the demands by Germany, the largest creditor. As the anxiety over Grexit became assuaged,
the stock prices of European countries, which had decreased, all rebounded, and the interest rates of the governments of South
European countries, which had greatly increased, rapidly decreased. Is there, then, no more worry about Grexit? Many experts

view that the risk of Grexit still remains, and that it is rather still in progress. Thus, the following section will briefly examine the
current situation in Greece and analyze various issues to be addressed for the crisis to be resolved.
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The Conflict between the U.S. and Russia on the European MD System

On July 14, 2015, Iran’s nuclear negotiation, which had continued for 13 years, finally came to a settlement in Vienna,
Austria. At the same time, however, the conflict between the U.S. and Russia, which led the settlement, started to ascend
again: the acute confrontation between the two parties regarding the European Missile Defense (MD) system was rekindled.
This diplomatic conflict between the U.S. and Russia extended to the competitive military reinforcement in both countries
over Europe, and this is likely to be prolonged due to the difference in their macroscopic global strategies.
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Issues and Prospect of TTIP

Since the financial crisis originated from the U.S. in 2008, advanced countries have actively promoted Mega FTA as a new

commerce strategy. A “Mega FTA” means a gigantic FTA with worldwide influences, with the sum of GDP of member countries

reaching tens of trillions of dollars. Mega FTAs are distinguished from existing FTAs in that they are led by advanced countries

such as the U.S. and EU. Representative Mega FTAs appearing after the financial crisis include the Transatlantic Trade and
Investment Partnership (TTIP) between the U.S. and EU, and the Trans-Pacific Partnership (TPP) led by 12 countries over
Asia-Pacific regions including the U.S. and Japan. This article briefly examines the TTIP trends for the integration of Western

economies as well as the establishment of a new global standard as TTIP is the largest among Mega FTAs. Based on the analyses

of major issues, moreover, suggestions on how the Korean government and enterprises should react will be made.
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Coal Mining Industry Becomes a Hot Potato

In December 2014, the International Energy Agency (IEA) stated: “The coal renaissance of Europe was a mere dream.” It

viewed the increase of coal use in Europe during the global financial crisis only as a temporary phenomenon. In the early

2010s, the demand for coal increased in Europe because of its cheap price relative to gas and because of nuclear plant closure

in Germany. It is expected, however, that the demand will decrease as fossil fuel prices, except those of coal, decrease, energy

efficiency increases, and the investment in renewable energy increases. This article addresses the perspectives of investment

agencies, major member countries, and the EU on the coal industry in Europe with the 21th COP21 to be held in December

2015.
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Regulations of EU on Electronic Product Life Span

On March 6, 2015, Oko-Institut and Bonn University in Germany gave a presentation about an interesting research in progress
on life spans of electronic goods. These research agencies were entrusted by the UBA with the job of analysing electronic
goods data from 2004 to 2012. As a result, it turned out that the life spans of white home appliances (refrigerators, laundry
machines, dryers), flat TVs, and laptop computers in European markets were getting shortened. This indicates that consumers
frequently replace their electronic goods. Electronics manufacturers pay keen attention to this research because the EU is likely

to implement regulations if it is certain that such shortening life spans of electronic goods result from manufacturers

LT3

intended”

(or inherent) built-in obsolescence or planned obsolescence. Once the research analysis is finalized, whether or not electronics

manufacturers intentionally shortened the life span will be a controversial issue.
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Constantly Changing Welfare Policies of the EU

Since the late 19th century, when the national welfare system was initiated in Europe, welfare systems have been a unique feature of

European countries. After the global financial crisis that occurred in 2007 to 2008, however, many European countries went through
serious financial difficulties, and they are at the crossroads on whether to change the traditional welfare system now. Accordingly, this
article examines the current condition and future prospects of welfare policies in Europe.
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Direction of the Future Development of the European Economic and
Monetary Union

This article presents four objectives for EMU to be completed by 2025: first, to achieve an economic union that guarantees
structural factors necessary for the economic prosperity of the EMU; second, to achieve a financial union to guarantee currency
values for the completion of bank alliance and revitalization of the capital market; third, to achieve a financial alliance
for sustainable and stable finances; and fourth, to achieve a political union through democratic obligation, legitimacy, and
institutional reinforcement.
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