E l .r_ . -I‘_. : A ..l
Journal of INSOL International

4 _IILH:-.-L = -. -d--:-:.‘ll- | + " |
A INSOL
SR s :
M = 5 . The Quarterly

~. . Third Quarter 2010




The Odyssey of a Greek Sovereign Debt Restructuring

and the Role of Privatizations

By
George B. Bazinas
& Yiannis Sakkas

Bazinas Law Firm
Athans, Greaca

The debt amassed by Greece has surged o
insurmountable heightz. Academics, professionals and
financial media alike, have been warning for some time
now that Greece will not be able to fully honor its
obligations, at least at the current interest rate and maturity
date profile. Despite the optimism that Greece may still
manage to weather the financial crisis, disseminated for
obwvious tactful reasons, the reality is that measures should
be immediately implemented to foster the sustainability of
Greek debt. Otherwise, the country's inevitable default will
be even more traumatic for all actors imvobsed and affected
by the Greek financial collapse, further negating the
purpose of the largest privatization project Greece has
ever seen to datel.

Fortunately, Greece and its European counterparts are
finally outgrowing the stage of denial regarding the
necessity to restructure Greek sovereign debt. The
countdown for some form of restructuring has already
commenced, particularty given that the Franco-German
alliance has now seemingly departed from the idea that a
restructuring, under qualifications, is an anathema. After
all, this would not be the first sovereign default or debt
rezscheduling. On this footing, Greece is not a pioneer in
the total number of defaults and rescheduling charts,
counting five (5) defaults in its history, compared to France
and Germany, each with eight (8), or Spain with thirteen
(13) default or rescheduling proceedingsi. In fact, Greece
may capitalize on the enormous investment that the
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international community has made in thinking
through the challenges presented in sovereign
debt restructurings™.

The economic theoretical and empirical literature
on the cost of default places emphasis on the
reputational and trade costsi¥. This model
suggests a limited access or even exclusion from
the international financial markets together with a
reduction in international trade. Mevertheless,
Greace will not be able to return to the markets in
2013 as anticipated, anyway It is further
suggested that reputational costs will be short
lived on the presumption that, should the Greek state
declare a cessation of payments and balance its budget,
it will not be long before existing lenders accept a new
repayment plan for a percentage of the debt and the
overall exposure will be reduced to the extent that lending
to Greace will actually be an exceptional invastmenty. At
the same time, trade iz affected, but there is no evidence
of formal trade sanctions'. Surely, the fundamentals of EU
integration and solidarity would protect against tha
possibility of such sanctions.

The legal literature focuses on the possible attachment of
assets falling outside the protection of soveraign immunity,
through the tiggerning of cross default clauses, hampering
the prospect for orderly negotiationsi. However, recent
research has revealed that a substantial part of Greek

Local expertise.
International reputation.
Mourant Ozanmnes |

lznay firms. We advi
Guernsey and Je

one of the leading offsh
i the laws of the Cayman Islands,

We advise an all -d".i-FlF'L'['- af complex insolvency related
litigation and corporate restructurings, providing
pregmatic and workable saluticns for cur clients.

Foa e mior matsan B0t s inseda ey Cidm o

fishenre Lasws Firm, THE LAWYER 2011
Insabeency Lasw Flirm of the Year, Cayman Islands, RRANCE MOMNTHLY 20T

MOURANT OZANNES






