
The Greek Debt Crisis – is more than just a risk? 
 
Content Highlights: 
1.  The Greek debt crisis hit the financial markets early this year. Could you briefly 

explain how it happened and what is the impact on the Eurozone and to investors?  
• The Greek Crisis is itself a small problem, but it is a symptom of a bigger problem. Many 

countries and companies have debt burdens that are too great for their revenue. Greece has 
a debt burden that is too great for their taxing base. It causes stress in the market, it causes 
volatility, and it became a concern for investors. 

• Expected to see an improved austerity program in Greece. When Greece moves from great 
fiscal imprudence to a slightly more prudent fiscal policy, it means the risk in the capital 
market is lower, which brings about good investment opportunities.  

• Italy, Portugal and Spain may soon meet problems around the corner but will continue to 
look for solutions. It is probably more of a buying opportunity than a selling opportunity. 

 
2. Some investors are concerned about a possible government bond crisis, given the 

deteriorating budget deficit of some countries like U.S., UK and peripheral European 
countries. What is your view? 

• They are sort of auctioning off their borrowed money at a higher rate for a longer term. But if 
they can make their interest payments, they are probably okay carrying debt burdens. So 
there is no immediate crisis today. 

• The real solution is economic growth. As economic growth happens, earnings increase, tax 
bases increase. We are in an environment where there will be a slow growth, so it improves 
slowly. 

 
3. Where are you finding the best opportunities in the bond market for 2010? 
• We have just now started to pull some of that marginal liquidity out and, when money starts 

seeking a return, it moves from zero per cent or low yielding cash balance to corporate 
bonds and to other investment, like equities. 

• We favour only high grade corporate bonds in this environment. They will outperform like 
they did last year, although not to the same magnitude. 

 
4. With the increased volatility of the USD, what is your view on the currency side? 
• We expect to have a very volatile currency year. Many countries are removing liquidity and 

starting to raise rates. That changes the relative value of currency; that's the volatility. 
• Due to the stronger economic growth in the Asian economies, we think those currencies will 

continue to appreciate versus the U.S. dollar. 
• We think that the U.S. dollar will appreciate relative to the currencies of the PIIGS (Portugal, 

Ireland, Italy, Greece and Spain), the European Union, the European countries, and the UK.. 
 



5. There has been lots of talk about inflation. What is your view on that? 
• Due to the strong economic growth in Asia, companies are starting to bid against each other 

for pools of labour, land and capital. The inflationary bias we see as a positive. 
• From a professional investor’s standpoint, we can break revenue into pricing power and 

volume. Pricing power times volume gives you revenue. And pricing power is inflation. We 
are looking for companies that have both pricing power and volume. So I am actually looking 
to running into inflation, where it is necessary to restructure portfolios for the future. 

• In Europe and in the U.S., we see quite the opposite inflationary bias. They are not 
recovering as expected, since companies are still downsizing and shrinking their balance 
sheets. All of those take strength off pricing power, which is a worrying type of inflation. 
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Investment involves risks. Fund prices may go down as well as up. Past performance figures shown are not indicative of future 
performance. Please refer to the prospectus for further details, including the risk factors, charges and features of the product. 
Investments in the emerging markets may be subject to special risks and the risks could be substantially higher than the risks 
normally associated with the world's more established stock markets. 
 
Investor has his/her own personal investment objectives and investment products may not be suitable for everyone. Investors 
should not solely rely on this website to make any decision to invest in an investment product and should seek independent 
professional advice if necessary. 
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