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How Greece transformed from a

bankrupt state to a growth champion

Kalimera, dear readers, summer holidays are upon us, and to-
day | write to you from Greece.

Many of you will vividly remember the European sovereign debt
crisis, during which Greece faced the largest fiscal collapse in
modern financial history. Back then, Germany’s finance minister
Wolfgang Schauble was initially confident in his famously Ger-
man-accented English, proclaiming: “It will not happen that there
will be a Staatsbankrott in Greece”. However, the severity of the
social and economic crisis that followed can hardly be over-
stated. Once the crisis hit, Schauble adopted a harsher tone,
warning in no uncertain terms that if Athens didn’t agree to strict
austerity measures, “isch over!”

Pride comes before the fall

At the time, Germany — then far from today’s “sick man of Eu-
rope” — took on the role of the moralizer, offering Greece unso-
licited advice from atop its economic high horse. No one embod-
ied this attitude more enthusiastically than the German tabloid
Bild. Headlines such as “Sell your islands, you bankrupt Greeks;
throw in the Acropolis too!” or “No more billions for greedy
Greeks!” made the rounds. These headlines weren't just taste-
less; they were fundamentally wrong. Let me reiterate: German
taxpayers didn’t lose a cent to Greece. All disbursements were
loans, which Athens has been servicing diligently to this day. The
real losers were the creditors and — most painfully — the Greek
population. Between 2007 and 2013, Greece’s real per capita
income shrank by more than a quarter. That catastrophic col-
lapse hasn’t been fully reversed. According to IMF estimates,
Greece will only recover its pre-crisis income levels around 2030.
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Greece’s phoenix moment

The wounds of the crisis are still visible, but Greece has man-
aged to rise like a phoenix from the ashes. Over the past five
years, while Germany’s average growth rate has been zero,
Greece has achieved a respectable 2% annual growth. Its public
finances also tell a surprising story. Germany is now projected
by the IMF to run a general government deficit of 4% of GDP
over the second half of this decade, with no signs of improve-
ment. Greece, meanwhile, will post a moderate deficit of just
0.7%. This divergence is also evident in debt levels: Germany’s
debt ratio is increasing, while Greece’s is steadily declining (see
chart). Likewise, while Germany is making headlines for having
one of the highest part-time employment rates globally, Greece
has introduced six-day workweeks in certain sectors. The coun-
try has also taken a machete to its infamous Byzantine — sorry,
Hellenistic — bureaucracy and embraced privatizations. Greece
has now regained an investment-grade credit rating from all the
major agencies.

The Greeks show us what is possible

Of course, substantial challenges remain. Greece remains heav-
ily reliant on tourism, which is a precarious position in an era of
accelerating climate change. Women'’s participation in the work-
force is still too low, and legal processes are often unbearably
slow. Nevertheless, Greece’s comeback is a story of determina-
tion and reform.

If a nation can successfully rebuild from such a foundational cri-
sis, surely other nations — like Germany — can do the same. Let’s
hope the Germans won't need a deeper crisis to realize that they,
too, need to change. Here’s to that with a glass of chilled ouzo.
Jamas!

Disclaimer:

This publication is addressed exclusively at recipients in the EU, Switzerland, Liechtenstein and the United Kingdom.
This report is not being distributed by LBBW to any person in the United States and LBBW does not intend to solicit any
person in the United States.

LBBW is under the supervision of the European Central Bank (ECB), SonnemannstraRe 22, 60314 Frankfurt/Main (Ger-
many) and the German Federal Financial Supervisory Authority (BaFin), Graurheindorfer Str. 108, 53117 Bonn (Ger-
many) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany).

This publication is based on generally available sources which we are not able to verify but which we believe to be reliable.
Nevertheless, we assume no liability for the accuracy and completeness of this publication. It conveys our non-binding
opinion of the market and the products at the time of the editorial deadline, irrespective of any own holdings in these
products. This publication does not replace individual advice. It serves only for informational purposes and should not be
seen as an offer or request for a purchase or sale. For additional, more timely in-formation on concrete investment options
and for individual investment advice, please contact your investment advisor.

We retain the right to change the opinions expressed herein at any time and without prior notice. Moreover, we
retain the right not to update this information or to stop such updates entirely without prior notice.

Past performance, simulations and forecasts shown or described in this publication do not constitute a reliable indicator
of future performance.

The acceptance of provided research services by a securities services company can qualify as a benefit in supervisory
law terms. In these cases LBBW assumes that the benefit is intended to improve the quality of the relevant service for the
customer of the benefit recipient.

Additional Disclaimer for recipients in the United Kingdom: Authorised and regulated by the European Central Bank (ECB),
Sonnemannstralle 22, 60314 Frankfurt/Main (Germany) and the German Federal Financial Supervisory Authority
(BaFin), Graurheindorfer Str. 108, 53117 Bonn (Germany) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany).
Deemed authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and
limited regulation by the Prudential Regulation Authority. Details of the Temporary Permissions Regime, which allows
EEA-based firms to operate in the UK for a limited period while seeking full authorisation, are available on the Financial
Conduct Authority’s website.

The translation has been made for convenience only with the German original always prevailing in all respects, especially
in case of potential discrepancies resulting from the translation.

Landesbank Baden-Wurttemberg
Cross-Asset- and Strategy-Research | 07-18-2025

Government debt

(% of GDP, 2007-2030)

T

2007
2010
2013
2016
2019
2022
2025
2028

Source: IMF, LBBW Research

220
200
180
160
140
120
100
80

60

40

Some issues
remain to be
addressed

To connect on LinkedIn,
please scan QR-Code

Moritz Kraemer
Chief Economist/Head of Research at

LBBW || Senior Fellow SOAS University of...

LB=BW


https://www.bbc.com/news/articles/czd9g7yzn4jo

