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ESM and EFSF approve short-term debt relief measures for Greece

Luxembourg – The Boards of Directors of the European Stability Mechanism (ESM) and European
Financial Stability Facility (EFSF) today adopted the rules implementing a set of short-term debt relief
measures for Greece. The measures are designed to reduce interest rate risk for Greece, including by
exchanging some debt to fixed from floating rates, and to ease the country’s repayment burden. The
ESM Board of Governors approved the measures in a written procedure concluded on 20 January
2017.
“The measures approved by the governing bodies of the ESM and EFSF are an important step towards
improving Greek debt sustainability. We estimate that when implemented in full, they should lead to
a cumulative reduction of Greece’s debt-to-GDP ratio of around 20 percentage points until 2060. We
also expect Greece’s gross financing needs to fall by almost five percentage points in the same time
horizon,“ said ESM Managing Director and EFSF CEO Klaus Regling.
“This substantial debt relief carries no budgetary implications for ESM Member States. The ESM and
EFSF short-term measures will ease Greece’s debt burden, but the ultimate success of the programme
lies in the continued implementation of reforms by the Greek government.”
The ESM Board of Directors approved three schemes aimed at reducing interest rate risk for Greece.
The first is a bond exchange, where floating rate notes disbursed by the ESM to Greece for bank
recapitalisation will be exchanged for fixed coupon notes. The second scheme allows the ESM to enter
into swap arrangements to reduce the risk that Greece will have to pay a higher interest rate on its
loans when market rates start rising. The third scheme is known as “matched funding”, which will
entail issuing long-term bonds that closely match the maturity of the Greek loans, and implies the ESM
charging a fixed rate on part of future disbursements to Greece.
The EFSF Board of Directors also approved a bond exchange, similar in its purpose and design to the
exchange of ESM bonds, but applicable to EFSF floating rate notes disbursed to Greece. In addition,
the EFSF has waived the step-up interest rate margin for the year 2017 on the €11.3 billion EFSF loan
tranche that was used to finance a debt buy-back. A margin of 2% had originally been foreseen, starting
from 2017.
An additional measure – the smoothing of Greece’s EFSF repayment profile – will be carried out at
technical level by the EFSF. It is expected to be completed by the end of January 2017.
Euro area finance ministers endorsed these measures at the Eurogroup meeting on 5 December 2016.
For further information on ESM and EFSF short-term debt relief measures for Greece, please consult
the explainer on the ESM website.
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About the ESM
The European Stability Mechanism (ESM) has the mandate to preserve financial stability in the euro area by
providing financial assistance to Member States with severe financing problems. It is a permanent intergovernmental institution, inaugurated on 8 October 2012. ESM assistance may include loans, precautionary
credit lines, the purchase of bonds of ESM Members in primary and secondary markets, and the recapitalisation
of financial institutions directly and through loans to governments. All financial assistance to Member States is
linked to appropriate conditionality. The ESM finances its assistance by issuing bonds and other debt
instruments. The shareholders of the ESM are the 19 euro area Member States. It has a total subscribed capital
of approximately €700 billion, which comprises €80 billion in paid-in capital and €620 billion in committed
callable capital. The ESM’s maximum lending capacity is €500 billion.

About the EFSF
The European Financial Stability Facility (EFSF) was created as a temporary crisis resolution mechanism by the
euro area Member States in June 2010. The EFSF has provided financial assistance to Ireland, Portugal and
Greece. The assistance is financed by the EFSF through the issuance of bonds and other debt instruments. Since
July 2013, the EFSF may no longer provide any further financial assistance.
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