Deutsche Bank

Research /

Eurozone Economics Special Report Date
13 July 2015

Marco Stringa, CFA Mark Wall

Senior Economist Economist

Greece: Will this time be different?

marco.stringa@db.com mark.wall@db.com

= This weekend's negotiations were more difficult than any side anticipated
— highlighting Europe’s lack of trust in Greece. A set of highly detailed
milestones has been agreed which Greece has to deliver to obtain
financing. The overall size of the program has been set at EUR82bn to
EUR86bn, IMF participation will stay. Greek PM Tsipras has had to accept
extremely rigorous creditor monitoring, bringing arrangements back to the
framework of the past few years.

= We suspect the ECB will stall an ELA decision until Greece begins to
legislate the new deal later this week. Greece would still face a tight ELA
cap, however. We expect the ELA cap will remain carefully calibrated and
controlled at least until the new ESM loan is fully in place. Access to banks
could be fully normalised only in the fall.

= Will Greece manage to implement reforms and finally return to sustainable
growth? The fact that Grexit is no longer taboo has increased the stakes. If
there is again a new impasse with the Greek government, creditors will be
including Grexit among the options much earlier in the negotiations.
Greece's politicians should now be more aware that failing to deliver the
reforms could take the country out of the euro area. This may decrease the
probability that the euro area will by default revert to its main strategy with
Greece - kicking the can.

= Based on the agreement reached this morning, the role of structural
reforms in the new Greek programme have increased. This is a positive.
Relative to early commitments and demands, Greece will have to
implement a broader set of product market reforms and a major overhaul
of the civil justice system as well as benchmarking the status of Greece's
labour market institutions against a broader benchmark.

= Itis necessary but not sufficient to pass reforms in the parliament. Steady,
multi-year implementation is what is required. A technocratic or weak
national-unity government can promote pro-growth reforms under
creditors’ pressure but it cannot guarantee their implementation. Hence,
this time is likely to be different only a strong political leadership backs the
reforms over the medium term. Implementation risk and political
uncertainty will remain high.

= We do not expect the latest development in the Greek saga to have a
major bearing on the forthcoming elections in Spain (or Portugal or Ireland).
The fact that euro-exit is now among the options is a double edged sword
in the medium term for countries with a high proportion of populist parties.

Tougher-than-expected negotiations

This weekend’s negotiations between Greece and its creditors were more
difficult than any side anticipated. Following already protracted talks and
missed deadlines, the default on the IMF and the resounding rejection of the
austerity referendum, Europe’s lack of trust in Greece was a significant
impediment to a deal. The lack of trust was embodied in German FinMin
Schaeuble’s tough additional demands.
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In our view, enough of these demands made it into the final summit agreement
for Schaeuble and German Chancellor Merkel to be more confident of carrying
the necessary votes through the Bundestag, for example, a EURbObn state
asset fund to facilitate the repayment of debt. The terms were tougher than
what Greece had rejected in a referendum a week earlier, but this was the
price Greece had to pay to remain in the euro.

As Greece's third bailout programme gets negotiated, we ask whether things
will be different this time. Both Grexit and excessive compromise entail risks to
the medium-term stability of the euro area. We have repeatedly made the case
that the only sustainable solution, for Greece and the euro area, is a balanced
compromise.

In the second part of this note, we discuss whether this time there are reasons
to believe that the reform implementation will be better than in past Greek
programmes. We conclude with a short section on the periphery-wide
consequences of the past two days.

What next

As explained by George Saravelos in his earlier note, a set of highly detailed
milestones has been agreed which Greece has to deliver to obtain financing.’
Greece has to first vote a package of measures through parliament by this
Wednesday, inclusive of VAT and pension reform. This would then allow
creditors’ national parliamentary approval processes for an initiation of talks
around an ESM program to take place, followed by a formal start to
negotiations.?

In the meantime the Eurogroup later today will begin discussing bridge
financing. This will most likely cover Greece's financing needs over July and
August in the form of bilateral loans. Different sets of legislation will need to be
delivered by Greece over the next few weeks, in turn allowing disbursements
to be made under the bridge financing arrangements and ESM negotiations to
proceed.

The overall size of the program has been set at EUR82bn to EUR86bn, IMF
participation will stay (the IMF program expires next March but Greece will re-
apply post expiry) and mission reviews will be taking place in Athens in
contrast to the last few months.

Overall, it is clear that Greek PM Tsipras has had to accept extremely rigorous
creditor monitoring for the new program, bringing arrangements back to the
framework that has been in place over the last few years.

ECB: ELA cap will remain

As we wrote in Focus Europe on Friday, a deal ought to give the ECB sufficient
"perspective" on the ongoing solvency of Greece to reduce the haircuts on ELA
a little and thus create more liquidity for Greece. However, we suspect the ECB
will await validation that a deal is being implemented. This means the ECB will
stall an ELA decision until Greece begins to legislate the new deal later this
week. Bloomberg News has reported that there was no easing in the ELA
constraint today.

" For more details see http://pull.db-gmresearch.com/p/5230-F728/74906260/DB_SpecialReport 2015-07-
13 0900b8c089ea68d1.pdf

2 The first vote should be in Germany on 17 July.
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Greece would still face a tight ELA cap, however. We expect the ELA cap will
remain carefully calibrated and controlled at least until the new ESM loan is
fully in place — probably not before September. Even then there could be an
argument to maintain it for some time afterwards if its complete removal risks
a massive draw-down of deposits due to a lack of trust in either the ECB not
reintroducing a cap or the Greek government delivering on the deal with the
EU.

The deal allows for the ECB/Single Supervisory Mechanism to conduct a
comprehensive assessment of the Greek banks recapitalization needs by late
summer. The EA leaders’ statement says the capital shortfalls would be
assessed “after the legal framework is applied”. Under the Bank Recovery and
Resolution Directive (BRRD), which Greece is being asked to legislate
immediately, there can be no injection of public money into the banks without
bail-in, so we interpret this statement as signaling a potential deposit bail-in (it
may be possible to waive their requirement if there are financial stability
concerns — this cannot be judged yet). If deposit bail-in is to play a role in the
recapitalization process, it is highly unlikely that access to banks will fully
normalize until the fall.

Is this time different?

We are not overly optimistic, but is there are reasons to think that this time

could be different? The answer is maybe, because the genie is out of the bottle.

First, what the above question really means is whether
Greece will manage to implement reforms and finally
return to sustainable growth. Understandably, clients tend
to be very skeptical. However, recall that not too long ago
several market commentators argued that Ireland and
Spain could not remain within the euro area. These two
countries are now among the fastest growing economies
in the euro area. Before the general elections we were
forecasting Greece to grow in line with Ireland and more
than Spain in both 2015 and 2016.
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So are we destined to experience a new Greek crisis over the next year or two?
While it is difficult to be optimistic, we think something has changed.

Grexit: the genie is out of the bottle

Grexit is no longer taboo. European officials have mentioned it explicitly as a
concrete possibility. For example Germany’s Finance Minister mentioned a
temporary exit (in the box we argue that such a concept is even more
damaging than an outright exit). We do not think that putting Grexit on the

table as an option was just a bargaining tactic. Public opinion has been shifting.
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This has at least two consequences. First, if there is again a new impasse with
the Greek government, creditors will be including Grexit among the options
much earlier in the negotiation process. Second, Greece's politicians should
now be more aware that failing to deliver the reforms could take the country
out of the euro. Given that Greek citizens appear to remain staunchly pro-euro,
they may now face greater incentives to deliver.

So the stakes are much higher. This may decrease the probability that the euro
area will by default revert to its main strategy with Greece — kicking the can.
This does not mean that a positive solution will be always be found — divisions
across euro area governments could increase.

Box 1: A revolving door-euro area would reintroduce exchange rate risk

The main consequence of Grexit is that it destroys the argument that
membership to the euro area is permanent. The possibility of exiting and then
re-entering the euro area would transform the monetary union into a fixed-
exchange rate regime with the possibility of step adjustments to countries’
conversion rates. Relative to the traditionally unstable fixed exchange regimes
there would be the extra complication of re-printing the local currency. But
apart from this technical difference, the inherent flaws typical of a fixed
exchange regime would remain.

The first would be the credibility of the arrangement. The government of a
country with weaker macro fundamentals than the euro average would have
the choice to address an adverse shock with either a “temporary” exit and
devaluation or structural reforms. The latter would be the best economic
option, but it would likely be politically painful. The devaluation would be the
easy option — above all if the country is led by a populist or euro-skeptic
government (or a fragile government and a fragmented political spectrum).

The consequence would be that weaker countries would face the constraints
of being in a monetary union without fully experiencing the benefits. In the
eyes of the investors, the risk of redenomination in the presence of an adverse
shock in a country with a populist government would likely call for a significant
reduction of exposures to the country’s debt. Government yields would
increase, at least during recessions. Risk premia would be higher, the volatility
of the business cycle would increase and potential GDP would fall.

Could structural reform regain the centre stage?

Higher stakes do not guarantee that all participants will behave rationally. In
last Friday's Focus Europe we showed that the key to the medium-term
success of the Greek programme is neither fiscal consolidation nor debt relief.
Both elements are necessary, but not sufficient. Medium-term economic
equilibrium will depend on the implementation of further structural reforms.

Based on the agreement reached this morning, the role of structural reforms in
the new Greek programme have increased. This is a positive. Recall that
negotiations over the past five months had centered disappointingly on fiscal
targets and a future commitment on debt relief, leaving vague commitments
on the structural reform side.

Relative to early commitments and demands, Greece will have to comply with
a broader set of product market reforms. The OECD has an agreed set of
standards - toolkits — for product market flexibility. Greece must now
implement everything in the OECD Toolkit #1 and must add the all-important
manufacturing sector to the sectors for which the Toolkit #2 reforms were
being implemented.
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Important too is the broader benchmark against which the status of Greece's
labour market institutions will be judged. Greece had argued that its labour
market practices are no worse than elsewhere in the euro area. Europe will
examine whether this is true, but will now judge Greece against international
as well as European best practice. This makes a reversion of earlier reforms
less of a risk.

A major overhaul of the civil justice system has also being included in the
demands. This can cut business operating costs.

Based on today’s euro summit statement there is a chance of more focus on
structural reforms. Overall we think that Grexit could be permanently avoided —
but the latest agreement still leaves substantial implementation risk.

Implementation requires political will and stability

Grexit can be permanently avoided if the country finds its way to sustainable
growth. Debt relief within the euro-area (in the form of maturity extension) and
tolerable fiscal prudence will then follow.

Such sustainable growth requires reforms. It is necessary but not sufficient to
pass reforms in the parliament. Steady, multi-year implementation is what is
required. A technocratic or weak national-unity government can promote pro-
growth reforms under creditor pressure but it cannot guarantee their
implementation. Hence, this time is likely to be different only if strong political
leadership backs the reforms over the medium term.

The past few months have been highly detrimental for the Greek economy (see
figure above) — but the referendum strengthened PM Tsipras’ domestic political
grip. The opposition appeared in disarray. Maintaining domestic political
support, however, will now become more complex for PM Tsipras.

Based on today’'s statement, Tsipras will fully support the agreement in the
Parliament. However, over the weekend, at least 32 government MPs indicated
they would be unwilling to support an agreement, effectively denying Tsipras
his parliamentary majority. The support of Independent Greek junior coalition
MPs remains highly uncertain. It follows that the potential loss of more than 40
MPs from a government that had a 11-seat majority.

Still this should not be too much of an issue in the short term. It is highly likely
New Democracy, PASOK and River will vote in favour of the programme on
Wednesday - they cumulatively count for 100 MPs. After the vote, Tsipras
could try to opt for a minority government or a national unity government
could be formed.

But the real question in terms of implementation is what happens then? Will a
new early election take place? Will Tsipras assume full ownership of the
programme and at the same time maintain control of the majority of Syriza and
the support of public opinion in the medium term?

As we expected, in today’s statement Tsipras pointed to a victory for Greece in
terms of the creditor commitment on debt relief. Debt relief had been on the
table since 2012. Based on today’s euro summit statement the current debt
relief pledge will follow in spirit that of 2012 (insuring debt public debt below
110% of GDP by 2022) but sensibly focus on gross financing needs rather than
a debt-to-GDP ratio. This commitment may be more difficult to explain to the
electorate. But even a vague commitment on debt relief along with avoiding
Grexit may still play in favour of PM Tsipras.
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Alternatively, Tsipras could lose the support of voters. The question then
becomes whether more moderate centrist parties will benefit or whether the
new agreement pushes those who voted NO at the referendum towards even
more radical parties.

So it is still all about implementation risk and political uncertainty. But this time
the debate could move from being about austerity to being pro- or anti-euro.
The pro-euro camp can prevail if structural reforms are strictly implemented in
exchange for fiscal flexibility within rules. An acceleration of infrastructure
investment via the Juncker plan could also help.

Consequences for the euro area

We see short and medium terms ramifications of this week-end tough
negotiations.

Short-term: focus on Spain

Within the next year there will be elections in Portugal, Spain and Ireland. The
chance of seeing a parallel to the Syriza government emerge elsewhere is
relatively low, in our view. Focus will likely be on Spain and the risk of
Podemos being part of a government coalition.

Although the current economic picture in Spain is undeniably positive, the end-
year general election is of crucial importance. The result of the regional
elections and the local alliances post election re-focused investor attention on
political risk. Support for Podemos peaked in late 2014. Nevertheless, a
coalition between the Socialists (PSOE) and Podemos is a possibility. So is an
unstable minority government without Podemos.

We think that a Grexit would have materially decreased support for Podemos.
Conversely, a soft agreement for Greece after the referendum would have
strengthened Podemos. We think that a tough agreement for Greece that
avoid Grexit will be broadly neutral for Podemos.

Focus will go back to domestic politics. Recent opinion polls (Invymark and
Celeste-Tel) show on the one hand a slight weakening of Podemos and a
modest gain for the ruling PP. But on the other hand, the PP’s most likely post-
election ally, Citizens, has been losing support since the May elections.

Medium-term: growth is the only effective weapon against populist parties
The more optimistic observers will point to the fact that Grexit has been
avoided, but euro-exit is no longer taboo.

This could lead to opposing interpretations. First, the risk of euro-exit could re-
focus attention of governments in economically weaker countries on boosting
their potential GDP growth. On the other hand, euro skeptic parties could point
to the fact that a (temporary) exit from the monetary union within the EU was
contemplated during the weekend talks.

Countries with the largest proportion of populist or euro-skeptic parties could
become a source of concern in the medium term during economic downturns.
Below we reproduce a chart from our Special Report on potential contagion
from Greece (29 June). We have aggregated the total support to either populist
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or euro-skeptic parties. The numbers should be seen as indicative as parties
have sometimes ambiguous positions®.

Note that, after Greece, the highest proportion of support for euro-skeptic
and/or populist parties is in Italy. The great majority of the Italian parties in
opposition are euro-skeptic — for example Grillo's 5SM and the Northern
League. Berlusconi’s Forza Italia maintained an ambivalent position versus the
euro, but its support has been falling dramatically and the priority for the ex-
PM to form an alliance with the Northern League and other smaller euro-
skeptic parties.

Figure 2: Support for populist and/or euro-skeptic parties and timing of
elections
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Source: Deutsche Bank, National election agencies, national opinion polls.

Indicative support numbers are based on recent opinion polls where available. Exceptions are Cyprus (support based on 2014 European
elections), France (2015 departmental elections).

AGiven the presidential political system in Cyprus the 2016 parliamentary elections are unlikely to result in a change of government with the
2018 presidential elections more important in this respect

In Italy there is no planned general election until Q1 2018, although we cannot
fully exclude the possibility of an early election. The government has made
some progress on reforms, but political support for populist parties is
strengthening. The hope for the government is that the expected economic
recovery inverts this trend. In any case, the opposition remains divided. This is
important. The new electoral law will give the absolute majority in the Lower
House (but not in the Senate) to the first party. Based on the current opinion
polls, the centre-left ruling PD is leading but with a decreasing margin versus
the 5SM. That said, for the first time since Renzi took over as PM, an opinion
poll (Ipsos) showed that a centre right alliance under a single list name could
defeat the PD in the second round.

3 For example, in Ireland we assume the support of the openly anti-austerity/euro-skeptic Sinn Fein plus
50% of the support for ‘independents/others’ many of whom are anti-austerity.

Deutsche Bank AG/London

Page 7



13 July 2015

Special Report: Greece: Will this time be different?

Important Disclosures
Additional information available upon request

*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from
local exchanges via Reuters, Bloomberg and other vendors . Other information is sourced from Deutsche Bank,
subject companies, and other sources. For disclosures pertaining to recommendations or estimates made on
securities other than the primary subject of this research, please see the most recently published company report or
visit our global disclosure look-up page on our website at http://gm.db.com/ger/disclosure/DisclosureDirectory.eqgsr

Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s). In addition,
the undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation
or view in this report. Marco Stringa/Mark Wall

Regulatory Disclosures
1.Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the
"Disclosures Lookup" and "Legal" tabs. Investors are strongly encouraged to review this information before investing.

2.Short-Term Trade |ldeas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are
consistent or inconsistent with Deutsche Bank's existing longer term ratings. These trade ideas can be found at the
SOLAR link at http://gm.db.com.

Page 8 Deutsche Bank AG/London


http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr
https://gm.db.com/equities
http://gm.db.com/

13 July 2015

Special Report: Greece: Will this time be different?

Additional Information

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively
"Deutsche Bank"). Though the information herein is believed to be reliable and has been obtained from public sources
believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own
account or with customers, in a manner inconsistent with the views taken in this research report. Others within
Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those
taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis,
equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication
may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies or
otherwise. Deutsche Bank and/or its affiliates may also be holding debt securities of the issuers it writes on.

Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates, which includes investment
banking revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do
not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank has no
obligation to update, modify or amend this report or to otherwise notify a recipient thereof if any opinion, forecast or
estimate contained herein changes or subsequently becomes inaccurate. This report is provided for informational
purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any
particular trading strategy. Target prices are inherently imprecise and a product of the analyst’s judgment. The financial
instruments discussed in this report may not be suitable for all investors and investors must make their own informed
investment decisions. Prices and availability of financial instruments are subject to change without notice and
investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is
denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the
investment. Past performance is not necessarily indicative of future results. Unless otherwise indicated, prices are
current as of the end of the previous trading session, and are sourced from local exchanges via Reuters, Bloomberg and
other vendors. Data is sourced from Deutsche Bank, subject companies, and in some cases, other parties.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise
to pay fixed or variable interest rates. For an investor who is long fixed rate instruments (thus receiving these cash
flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a
loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the
loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse
macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation
(including changes in assets holding limits for different types of investors), changes in tax policies, currency
convertibility (which may constrain currency conversion, repatriation of profits and/or the liquidation of positions), and
settlement issues related to local clearing houses are also important risk factors to be considered. The sensitivity of fixed
income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to inflation, to
FX depreciation, or to specified interest rates — these are common in emerging markets. It is important to note that the
index fixings may -- by construction -- lag or mis-measure the actual move in the underlying variables they are intended
to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon
rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. It is
also important to acknowledge that funding in a currency that differs from the currency in which coupons are
denominated carries FX risk. Naturally, options on swaps (swaptions) also bear the risks typical to options in addition to
the risks related to rates movements.

Derivative transactions involve numerous risks including, among others, market, counterparty default and illiquidity risk.
The appropriateness or otherwise of these products for use by investors is dependent on the investors' own
circumstances including their tax position, their regulatory environment and the nature of their other assets and
liabilities, and as such, investors should take expert legal and financial advice before entering into any transaction similar

Deutsche Bank AG/London Page 9



13 July 2015

Special Report: Greece: Will this time be different?

to or inspired by the contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can
be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be
incurred that are greater than the amount of funds initially deposited. Trading in options involves risk and is not suitable
for all investors. Prior to buying or selling an option investors must review the "Characteristics and Risks of Standardized
Options”, at http://www.optionsclearing.com/about/publications/character-risks.jsp. If you are unable to access the
website please contact your Deutsche Bank representative for a copy of this important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i)
exchange rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by
numerous market factors, including world and national economic, political and regulatory events, events in equity and
debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed
exchange controls which could affect the value of the currency. Investors in securities such as ADRs, whose values are
affected by the currency of an underlying security, effectively assume currency risk.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction.

United States: Approved and/or distributed by Deutsche Bank Securities Incorporated, a member of FINRA, NFA and
SIPC. Non-U.S. analysts may not be associated persons of Deutsche Bank Securities Incorporated and therefore may not
be subject to FINRA regulations concerning communications with subject company, public appearances and securities
held by the analysts.

Germany: Approved and/or distributed by Deutsche Bank AG, a joint stock corporation with limited liability incorporated
in the Federal Republic of Germany with its principal office in Frankfurt am Main. Deutsche Bank AG is authorized under
German Banking Law (competent authority: European Central Bank) and is subject to supervision by the European
Central Bank and by BaFin, Germany's Federal Financial Supervisory Authority.

United Kingdom: Approved and/or distributed by Deutsche Bank AG acting through its London Branch at Winchester
House, 1 Great Winchester Street, London EC2N 2DB. Deutsche Bank AG in the United Kingdom is authorised by the
Prudential Regulation Authority and is subject to limited regulation by the Prudential Regulation Authority and Financial
Conduct Authority. Details about the extent of our authorisation and regulation are available on request.

Hong Kong: Distributed by Deutsche Bank AG, Hong Kong Branch.
Korea: Distributed by Deutsche Securities Korea Co.

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register
Number in South Africa: 1998/003298/10).

Singapore: by Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch (One Raffles
Quay #18-00 South Tower Singapore 048583, +65 6423 8001), which may be contacted in respect of any matters
arising from, or in connection with, this report. Where this report is issued or promulgated in Singapore to a person who
is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and
regulations), they accept legal responsibility to such person for its contents.

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial
instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA,
Type Il Financial Instruments Firms Association, The Financial Futures Association of Japan, and Japan Investment
Advisers Association. Commissions and risks involved in stock transactions - for stock transactions, we charge stock
commissions and consumption tax by multiplying the transaction amount by the commission rate agreed with each
customer. Stock transactions can lead to losses as a result of share price fluctuations and other factors. Transactions in
foreign stocks can lead to additional losses stemming from foreign exchange fluctuations. We may also charge
commissions and fees for certain categories of investment advice, products and services. Recommended investment
strategies, products and services carry the risk of losses to principal and other losses as a result of changes in market
and/or economic trends, and/or fluctuations in market value. Before deciding on the purchase of financial products

Page 10 Deutsche Bank AG/London


http://www.optionsclearing.com/about/publications/character-risks.jsp

13 July 2015

Special Report: Greece: Will this time be different?

and/or services, customers should carefully read the relevant disclosures, prospectuses and other documentation.
"Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered credit rating agencies in Japan
unless Japan or "Nippon" is specifically designated in the name of the entity. Reports on Japanese listed companies not
written by analysts of DSI are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI.
Some of the foreign securities stated on this report are not disclosed according to the Financial Instruments and
Exchange Law of Japan.

Malaysia: Deutsche Bank AG and/or its affiliate(s) may maintain positions in the securities referred to herein and may
from time to time offer those securities for purchase or may have an interest to purchase such securities. Deutsche Bank
may engage in transactions in a manner inconsistent with the views discussed herein.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services activities that fall
within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower,
West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related
financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre
Regulatory Authority.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute,
any appraisal or evaluation activity requiring a license in the Russian Federation.

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the
Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall
within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya
District, P.O. Box 301809, Faisaliah  Tower - 17th Floor, 11372 Riyadh, Saudi  Arabia.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated
by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the financial services
activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai
International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been
distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as
defined by the Dubai Financial Services Authority.

Australia: Retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product
referred to in this report and consider the PDS before making any decision about whether to acquire the product. Please
refer to Australian specific research disclosures and related information at
https://australia.db.com/australia/content/research-information.html

Australia and New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the
meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively.
Additional information relative to securities, other financial products or issuers discussed in this report is available upon
request. This report may not be reproduced, distributed or published by any person for any purpose without Deutsche
Bank's prior written consent. Please cite source when quoting.

Copyright © 2015 Deutsche Bank AG

Deutsche Bank AG/London Page 11


https://australia.db.com/australia/content/research-information.html

David Folkerts-Landau
Group Chief Economist
Member of the Group Executive Committee

Raj Hindocha Marcel Cassard Steve Pollard
Global Chief Operating Officer Global Head Global Head
Research FICC Research & Global Macro Economics Equity Research
Michael Spencer Ralf Hoffmann Andreas Neubauer
Regional Head Regional Head Regional Head
Asia Pacific Research Deutsche Bank Research, Germany Equity Research, Germany

International Locations

Deutsche Bank AG Deutsche Bank AG Deutsche Bank AG Deutsche Securities Inc.
Deutsche Bank Place GroRe GallusstraRe 10-14 Filiale Hongkong 2-11-1 Nagatacho

Level 16 60272 Frankfurt am Main International Commerce Centre, Sanno Park Tower
Corner of Hunter & Phillip Streets Germany 1 Austin Road West,Kowloon, Chiyoda-ku, Tokyo 100-6171
Sydney, NSW 2000 Tel: (49) 69 910 00 Hong Kong Japan

Australia Tel: (852) 2203 8888 Tel: (81) 35156 6770
Tel: (61) 2 8258 1234

Deutsche Bank AG London Deutsche Bank Securities Inc.

1 Great Winchester Street 60 Wall Street

London EC2N 2EQ New York, NY 10005

United Kingdom United States of America

Tel: (44) 20 7545 8000 Tel: (1) 212 250 2500



