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Clear Harbor Flash –  “Grexit,” Stage Left? 
  

The slow-motion political, financial and economic train wreck that is Greece seems finally to be nearing 

a major station with reports of progress in debt talks sending markets higher in recent trading. The 

game-changer has been the European Central Bank’s new willingness to print money through 

quantitative easing. With a series of political and legal clearances in recent months, the unconventional 

monetary remedy first tested in the U.S., and now in full swing in Japan, is now emanating persuasively 

from Brussels as well.  

With the ECB’s quantitative easing policy in full force, interest rates are at historically low levels across 

the Eurozone, while the euro currency itself remains relatively weak. For a Portugal, Italy or Spain, these 

advantages diminish the populist appeal of abandoning the euro that has percolated in recent years. 

Indeed, they reduce the odds of Greece’s own potential exit (“Grexit”): with the threat of contagion now 

perceived as de minimus, Greece’s “nuclear option” appears less credible, and its brinksmanship tactics 

along with it. 

To be sure, creditor nations are likely to experience some degree of a haircut whether Greece stays in 

the Eurozone or not. But unlike agreements forged over the last several years, the ECB today is in a 

much stronger position to demand tangible changes to the pension system, rollout of a new VAT tax, 

and other structural reforms as conditions of any future lifeline. This is all being negotiated this week.  

Moreover, the deal frameworks currently under discussion would, at a minimum, kick the can of 

Greece’s debt further down the road. We thus consider it less likely that financial disruptions from 

Greece will seriously test broader capital markets for the balance of 2015. And while some observe that 

reverting to its own currency and devaluing massively would offer Greece greater flexibility in reviving 

its economy, we question whether policy makers in Athens have displayed the skill and leadership to 

pull off such a successful exit strategy. The likelier outcome at this point is the country’s continued 

participation in the euro—and under terms that are structurally more positive for the Eurozone at large.  

The appeal of this outcome across Europe can be difficult for Americans to fully appreciate. Not only the 

euro currency, but the European Union itself, were born of the Maastricht Treaty amidst the historic 

reunification of Germany at the end of the Cold War. Under the leadership of the U.K. and France, with a 
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crucial ally and catalyst in German Chancellor Helmut Kohl, Maastricht sought to establish a political 

unification across Europe that would stand in stark contrast to the divisions that gave rise to two world 

wars. While the agreement stopped short of establishing the centralized policy levers essential to fiscal 

and economic accountability, it reflected a political imperative that remains deeply ingrained in Europe. 

Any broad and vigorous defense of the European experiment, however flawed it may be, thus bodes 

well for markets. We have witnessed a generally weaker euro currency over the course of 2014 and 

2015, which has prompted Eurozone asset prices to appreciate as animal spirits reawaken. Eurozone 

equities have already risen more than 15% on a currency-hedged basis this year, outpacing U.S. equities 

by a wide margin. Inflation expectations seem to have bottomed late in 2014, and while earnings have 

not yet accelerated meaningfully, they are poised to trend positively off an historically low base.  

These are welcome trends for advisors seeking to diversify portfolios with allocations away from the 

U.S.. They largely explain why some portfolio managers appear to be “outperforming” U.S. benchmarks 

so far this year: the returns are real, even if the stated benchmark is not entirely apposite. 

The game theorists are not completely done with Grexit speculation. These remain difficult times for 

policy makers within the Eurozone seeking the right outcome in talks with Greece. If hard-liners from 

Germany and elsewhere push Greece too hard, a Grexit remains possible, and with it, near-certain 

defaults on obligations to the sovereign nations and supranational entities that have extended 

themselves to date on Greece’s behalf. Yet concessions that ultimately expand obligations could prove 

even less desirable—to the ECB, to the International Monetary Fund, and to Greece itself. 

Indeed, the situation within Greece, both political and economic, remains desperate. The humanitarian 

fallout from a significant outmigration from a downward-spiraling Greece would stir whole new 

challenges for Europe; a default or euro exit may even risk a shift in political leverage from Europe and 

the West to Russia and/or China. However, we believe that opportunities remain within the 

economically troubled region for the patient investor who desires to peer beyond the latest chapter of 

political and financial skirmishes in the continuing story of the European experiment.  
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Disclosure: 

Clear Harbor Asset Management, LLC (“Clear Harbor”) is an SEC registered investment adviser with its principal 

place of business in the State of New York.  Clear Harbor and its representatives are in compliance with the current 

notice filing requirements imposed upon registered investment advisers by those states in which Clear Harbor 

maintains clients.  Clear Harbor may only transact business in those states in which it is notice filed, or qualifies for 

an exemption or exclusion from notice filing requirements.   

The material contained herein is intended as a general market commentary. The commentary may contain general 

information and views that are not directly relevant to your particular account. Opinions expressed herein are 

those of Aaron Kennon and may differ from those of other employees and affiliates of Clear Harbor Asset 

Management LLC. The information contained herein should not be construed as personalized investment 

advice.  Past performance is no guarantee of future results.  Information presented herein is subject to change 

without notice and should not be considered as a solicitation to buy or sell any security.  Any comparison to an 

index, including the S&P 500 and Russell 2000, is for comparative purposes only.  An investment cannot be made 

directly into an index, which are unmanaged and do not reflect the deduction of advisory fees.  This brochure is 

limited to the dissemination of general information pertaining to its investment advisory services.  The current 

account composition is intended for informational purposes and allocations are subject to change. 

For information pertaining to the registration status of Clear Harbor, please contact Clear Harbor or refer to the 

Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov).  For additional information about Clear 

Harbor, including fees and services, send for our disclosure statement as set forth on Form ADV from Clear Harbor 

using the contact information herein.  Please read the disclosure statement carefully before you invest or send 

money. 
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