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Greece 

These tables show immediately why Greece is in trouble:   

 Its external government debt is equal to 86.9% of its 2008 GDP.  This is well above the country in second place, Portugal, 
which is at 57.8%.  It is estimated that Greece will need about $40 billion this year to meet its debt service requirements 
and $120 billion in the following two years. 

 Greece’s external bank debt is equal to 45.7% of 2008 GDP.  It is believed that these banks require $13 to $15 billion to 
meet their capital needs. 

 The country’s total external debt is equal to 163.5% of 2008 GDP.  It is expected that real GDP will fall by 4.0% this year 
and 2.6% next. 

 The country has a persistent current account deficit and its unemployment rate is believed to be above 10.0%.   

There are feverish negotiations among the richer European nations to provide the country with a 3 year loan for $145 billion.  
However, this package has not been approved and it requires the consent of 15 nations many of whom are in bad condition, 
themselves. 

The fact is that logic argues that Greece should default.  The country is not going to get itself out of trouble by taking on more debt; 
paying higher interest rates; and attempting to drive an austerity budget through its Parliament.  My assumption is that Greece will 
take the logical step and default.  After some period it will then restructure its debt so that its debt service payments can be met 
without crippling the economy. 

While many argue that a default of this nature will bring down the Euro, I do not follow the logic.  If California were to default on its 
debt it would not destroy the dollar nor would it pull down the United States.  Admittedly, the European Union is a confederation 
of states and not a republic like the United States but this might make it easier not harder for individual countries to default. 

Other Countries 

While no other country is in quite the same situation as Greece, there are others with debt issues: 

 Portugal’s external bank debt is 110% of its nominal GDP and its total external debt is 225% of GDP. 

 If the World Bank figures are correct, Ireland’s total external debt is 868% of its nominal 2008 GDP. 

 Other countries with sizable external debt to nominal 2008 GDP issues are the United Kingdom (342%), the Netherlands 
(283%), Belgium (248%), Switzerland (246%), and Austria (200%).   

 Countries like Spain (159%) and Italy (113%) are not in as weak a position when looking only at external obligations.  
However, they are suspect presumably for other reasons, which may relate to their economic growth, unemployment 
rates, current account deficits, internal debt burdens, lack of reserves, lack of access to the capital markets, and or other 
factors. 

What These Figures Represent 

What is clear is that there is a massive debt problem in Europe and these countries do not have economies that are doing very well.  
This means that some could default.  It means that these governments may attempt to inflate their way out of their difficulties.  It 
means that overall these economies are likely to be inhibited from growing by the need to deal with their debt issues.  In sum, 
there are no positives in this situation. 

Near-Term Problem 

Until there is some clarity as to who is going to default and which financial institutions will suffer from the loss of income on 
sovereign and other loans, the equity markets will be under pressure.  There is a need to know who is at risk and this information is 
simply not available at this time.  
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The financial system is also at risk from speculative attack.  As was seen in the fourth quarter of 2008, speculators had the ability to 
bring down massive banks.  The banks that fell were bigger, in some cases, than the countries that are at risk at present.  An attack 
on the debt of these countries could force them to default and result in severe setbacks in the attempt to solve the region’s 
problems.   

Stocks 

Given the uncertainties in this situation it is unlikely that the equity markets in the United States will do well until there is some 
clarity in the situation.  Longer term, however, one might assume that this country will benefit from Europe’s problems: 

 Funds are likely to flow into this country. 

 These monies could bolster the dollar 

o Keeping interest rates down, and  

o Inflation low. 

 The funds are also likely to flow into the banking system and the capital markets. 

 Exports may suffer but the internal economy will benefit. 

 Real incomes will grow. 

Thus, short-term, anything might happen in the markets.  Longer term, some powerful forces are expected to drive it higher.  I am 
sticking with my recommendations and would suggest adding on weakness. 
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2008

Country GDP (mil) Short-term Long-term Government Banks Other Total Short-term Long-term Government Banks Other Total

Greece $355,876 $207,431 $374,255 $309,301 $162,588 $109,796 $581,685 58.3% 105.2% 86.9% 45.7% 30.9% 163.5%

Portugal $243,497 $198,606 $349,848 $140,751 $268,760 $138,943 $548,454 81.6% 143.7% 57.8% 110.4% 57.1% 225.2%

Belgium $504,206 $794,919 $457,602 $284,619 $672,092 $295,810 $1,252,521 157.7% 90.8% 56.4% 133.3% 58.7% 248.4%

Austria $413,503 $227,990 $599,988 $220,623 $416,089 $191,266 $827,978 55.1% 145.1% 53.4% 100.6% 46.3% 200.2%

Italy $2,303,080 $701,780 $1,893,172 $1,138,829 $867,480 $588,642 $2,594,951 30.5% 82.2% 49.4% 37.7% 25.6% 112.7%

France $2,856,560 $2,107,938 $3,126,320 $1,324,692 $2,404,755 $1,504,810 $5,234,257 73.8% 109.4% 46.4% 84.2% 52.7% 183.2%

Kyrgyz Republic $5,059 $405 $3,623 $2,330 $339 $1,359 $4,028 8.0% 71.6% 46.1% 6.7% 26.9% 79.6%

Netherlands $871,004 $973,194 $1,493,261 $362,709 $1,369,426 $734,321 $2,466,456 111.7% 171.4% 41.6% 157.2% 84.3% 283.2%

Hungary $154,668 $28,537 $197,025 $62,793 $54,734 $108,036 $225,563 18.5% 127.4% 40.6% 35.4% 69.9% 145.8%

Ireland $267,576 $946,820 $1,374,557 $108,301 $952,360 $1,260,716 $2,321,377 353.9% 513.7% 40.5% 355.9% 471.2% 867.6%

Germany $3,649,490 $1,657,767 $3,473,289 $1,297,345 $2,446,881 $1,386,829 $5,131,055 45.4% 95.2% 35.5% 67.0% 38.0% 140.6%

Finland $272,700 $151,773 $250,470 $93,664 $195,118 $113,461 $402,243 55.7% 91.8% 34.3% 71.6% 41.6% 147.5%

Uruguay $32,186 $240 $12,375 $10,759 $0 $1,856 $12,615 0.7% 38.4% 33.4% 0.0% 5.8% 39.2%

Tunisia $40,309 $4,911 $17,266 $11,310 $4,917 $5,950 $22,177 12.2% 42.8% 28.1% 12.2% 14.8% 55.0%

Spain $1,604,230 $747,468 $1,798,570 $430,405 $1,124,956 $990,677 $2,546,038 46.6% 112.1% 26.8% 70.1% 61.8% 158.7%

United States $14,093,300 $5,029,811 $8,738,056 $3,700,886 $2,833,863 $7,233,118 $13,767,867 35.7% 62.0% 26.3% 20.1% 51.3% 97.7%

El Salvador $22,115 $863 $9,964 $5,766 $804 $4,257 $10,827 3.9% 45.1% 26.1% 3.6% 19.2% 49.0%

Jordan $21,238 $8,518 $5,764 $4,841 $7,993 $1,448 $14,282 40.1% 27.1% 22.8% 37.6% 6.8% 67.2%

Armenia $11,917 $512 $4,512 $2,471 $864 $1,689 $5,024 4.3% 37.9% 20.7% 7.3% 14.2% 42.2%

Latvia $33,784 $10,302 $31,607 $6,776 $22,252 $12,881 $41,909 30.5% 93.6% 20.1% 65.9% 38.1% 124.1%

Argentina $328,465 $28,846 $88,963 $58,952 $3,579 $55,277 $117,808 8.8% 27.1% 17.9% 1.1% 16.8% 35.9%

Indonesia $510,730 $24,050 $148,821 $90,853 $9,530 $72,488 $172,871 4.7% 29.1% 17.8% 1.9% 14.2% 33.8%

Slovenia $54,613 $13,194 $44,591 $9,462 $23,646 $24,677 $57,785 24.2% 81.6% 17.3% 43.3% 45.2% 105.8%

Norway $451,830 $227,600 $325,809 $78,268 $227,564 $247,578 $553,410 50.4% 72.1% 17.3% 50.4% 54.8% 122.5%

Poland $527,866 $53,436 $226,092 $87,754 $59,995 $131,779 $279,528 10.1% 42.8% 16.6% 11.4% 25.0% 53.0%

Lithuania $47,341 $5,949 $27,143 $7,767 $15,294 $10,031 $33,092 12.6% 57.3% 16.4% 32.3% 21.2% 69.9%

Egypt, Arab Rep. $162,283 $2,561 $30,726 $25,883 $1,924 $5,480 $33,287 1.6% 18.9% 15.9% 1.2% 3.4% 20.5%

Moldova $6,047 $1,428 $2,941 $958 $482 $2,929 $4,369 23.6% 48.6% 15.8% 8.0% 48.4% 72.3%

Peru $129,109 $4,885 $30,743 $20,080 $5,253 $10,296 $35,629 3.8% 23.8% 15.6% 4.1% 8.0% 27.6%

Denmark $341,255 $259,031 $351,300 $51,411 $405,103 $153,817 $610,331 75.9% 102.9% 15.1% 118.7% 45.1% 178.8%

External Debt 2009 (mil) External Debt 2009 (%  of GDP)
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2008

Country GDP (mil) Short-term Long-term Government Banks Other Total Short-term Long-term Government Banks Other Total

United Kingdom $2,674,060 $6,417,411 $2,736,008 $401,121 $5,758,129 $2,994,169 $9,153,419 240.0% 102.3% 15.0% 215.3% 112.0% 342.3%

Sweden $478,961 $292,029 $589,476 $69,000 $493,852 $318,654 $881,506 61.0% 123.1% 14.4% 103.1% 66.5% 184.0%

Israel $202,101 $35,827 $55,198 $28,573 $25,877 $36,575 $91,025 17.7% 27.3% 14.1% 12.8% 18.1% 45.0%

Japan $4,910,840 $1,393,135 $734,456 $671,529 $1,002,683 $453,379 $2,127,591 28.4% 15.0% 13.7% 20.4% 9.2% 43.3%

Canada $1,501,330 $329,593 $610,796 $203,955 $275,353 $461,081 $940,389 22.0% 40.7% 13.6% 18.3% 30.7% 62.6%

Colombia $243,765 $4,236 $49,539 $29,031 $2,765 $21,979 $53,775 1.7% 20.3% 11.9% 1.1% 9.0% 22.1%

Slovak Republic $98,464 $30,267 $35,587 $11,211 $7,765 $46,878 $65,854 30.7% 36.1% 11.4% 7.9% 47.6% 66.9%

Croatia $69,332 $6,316 $58,398 $7,478 $15,386 $41,850 $64,714 9.1% 84.2% 10.8% 22.2% 60.4% 93.3%

Turkey $734,853 $52,030 $219,110 $77,164 $57,181 $136,795 $271,140 7.1% 29.8% 10.5% 7.8% 18.6% 36.9%

Romania $200,071 $16,658 $100,256 $19,606 $30,905 $66,402 $116,913 8.3% 50.1% 9.8% 15.4% 33.2% 58.4%

Czech Republic $215,500 $24,177 $62,372 $19,821 $22,341 $44,387 $86,549 11.2% 28.9% 9.2% 10.4% 20.6% 40.2%

Ukraine $180,355 $19,684 $84,289 $15,881 $30,788 $57,304 $103,973 10.9% 46.7% 8.8% 17.1% 31.8% 57.6%

Belarus $60,313 $9,139 $12,891 $4,924 $3,553 $13,553 $22,030 15.2% 21.4% 8.2% 5.9% 22.5% 36.5%

Bulgaria $49,900 $18,578 $36,698 $4,036 $12,080 $39,161 $55,277 37.2% 73.5% 8.1% 24.2% 78.5% 110.8%

South Africa $276,445 $21,385 $57,646 $21,788 $21,897 $35,346 $79,031 7.7% 20.9% 7.9% 7.9% 12.8% 28.6%

Australia $1,015,220 $307,122 $739,652 $71,577 $597,034 $378,163 $1,046,774 30.3% 72.9% 7.1% 58.8% 37.2% 103.1%

Mexico $1,088,130 $26,159 $170,455 $69,867 $11,148 $115,599 $196,614 2.4% 15.7% 6.4% 1.0% 10.6% 18.1%

India $1,159,170 $45,213 $206,171 $66,920 $50,867 $133,597 $251,384 3.9% 17.8% 5.8% 4.4% 11.5% 21.7%

Estonia $23,401 $9,065 $16,005 $1,203 $13,534 $10,333 $25,070 38.7% 68.4% 5.1% 57.8% 44.2% 107.1%

Costa Rica $29,664 $2,352 $5,722 $1,380 $1,584 $5,110 $8,074 7.9% 19.3% 4.7% 5.3% 17.2% 27.2%

Brazil $1,575,150 $30,974 $246,591 $64,372 $63,625 $149,568 $277,565 2.0% 15.7% 4.1% 4.0% 9.5% 17.6%

Switzerland $491,950 $779,173 $432,530 $19,463 $696,314 $495,927 $1,211,704 158.4% 87.9% 4.0% 141.5% 100.8% 246.3%

Korea, Rep. $929,121 $149,960 $251,962 $27,804 $180,898 $193,220 $401,922 16.1% 27.1% 3.0% 19.5% 20.8% 43.3%

Luxembourg $53,704 $1,191,223 $820,949 $1,502 $689,586 $1,321,084 $2,012,172 2,218.1% 1,528.7% 2.8% 1,284.0% 2,459.9% 3,746.8%

Russian Federation $1,679,480 $49,975 $421,643 $31,309 $125,731 $314,578 $471,618 3.0% 25.1% 1.9% 7.5% 18.7% 28.1%

Malaysia $221,773 $31,450 $45,116 $3,989 $33,043 $39,534 $76,566 14.2% 20.3% 1.8% 14.9% 17.8% 34.5%

Kazakhstan $133,442 $9,259 $102,471 $2,218 $30,074 $79,438 $111,730 6.9% 76.8% 1.7% 22.5% 59.5% 83.7%

Chile $169,458 $17,086 $56,955 $2,563 $15,531 $55,947 $74,041 10.1% 33.6% 1.5% 9.2% 33.0% 43.7%

Thailand $272,429 $24,423 $45,593 $3,915 $10,344 $55,757 $70,016 9.0% 16.7% 1.4% 3.8% 20.5% 25.7%

Hong Kong $215,355 $504,549 $168,427 $1,406 $498,097 $173,473 $672,976 234.3% 78.2% 0.7% 231.3% 80.6% 312.5%

External Debt 2009 (mil) External Debt 2009 (%  of GDP)
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ROCHDALE SECURITIES - DISCLOSURE INFORMATION 
 

Rochdale Securities LLC ("Rochdale") is an institutional brokerage firm that does not make a market in equity securities and 
does not engage in investment banking.  Rochdale and its affiliates, including its principals, may own securities of the 
companies which are subject of this report but do not own 1% or more of any class of common equity securities of any subject 
company. 
 

The information and opinions presented in this report are provided for informational purposes only and are not to be used or 
considered as an offer or solicitation of an offer to buy or sell securities or other financial instruments. 
 

Rochdale has not taken any steps to ensure that the securities referred to in this report are suitable for you and it is 
recommended that you consult an independent investment advisor if you are in doubt about any such investment. 
 

Information and opinions presented in this report have been obtained or derived from sources believed by Rochdale to be 
reliable, but Rochdale makes no representation as to their accuracy, timeliness, or completeness.  Rochdale accepts no liability 
for loss arising from the use of the information presented in this report.  Past performance should not be taken as an indication 
or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future 
performance. 
 

Information and opinions contained in this report reflect a judgment at its original date of publication by Rochdale and are subject 
to change without notice.  Rochdale may have issued, and may in the future issue, other reports that are inconsistent with, and 
reach different conclusions from, the information presented in this report.  Those reports reflect the different assumptions, views, 
and analytical methods of the analysts who prepared them and Rochdale is under no obligation to insure that such other reports 
are brought to the attention of any recipient of this report. 
 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or jurisdiction where such distribution, publication, availability or use would be contrary to 
law or regulation or which would subject Rochdale to any registration or licensing requirement within such jurisdiction.  All 
material presented in this report is the property of Rochdale and is under copyright to Rochdale.  This report may not be 
reproduced, distributed, or published by any person for any purpose without the prior express written consent of Rochdale. 
 
RR RATINGS DISTRIBUTION 
 

BUY  23 
HOLD  48 
SELL  29 
 
RATINGS FOR STOCKS 
 

Buy Company has demonstrated that it is a value creating concern; the return on capital (as adjusted) exceeds its cost of 
capital.  Stock is currently trading in a range that does not exceed its intrinsic value.  Stock is expected to out-perform the market 
over the next twelve months. 
 

Hold/Neutral Company either is not creating value (i.e., its costs exceeds its return on capital) or it is trading at a price equal to 
or in excess of its intrinsic value.  Expectation is at best stock will perform in-line with market.  If not currently held, the stock 
should be avoided. 
 

Sell Company's cost of capital exceeds its return on capital; and the company has no intrinsic value or is trading at a significant 
premium to its intrinsic value.  Expect stock to under-perform the market over next twelve months. 
 
ANALYST CERTIFICATION 
 

I do not hold any securities of the company covered by this report.  
 

I certify that with respect to each security or issuer that I covered in this report; (1) all of the views expressed accurately reflect 
my personal views about those securities or issuers; and (2) no part of my compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views expressed by me in this research report. 
 
-- Richard X. Bove 




