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HERMES: GREEK ELECTION ‘AN UNTIMELY CURVE BALL’
By Neil Williams, Group Chief Economist:
“Greece’s election was an untimely curve ball, but reminds us that, while QE may address
one of the symptoms of the euro-zone crisis - deflation – it’s more reform that will be needed
to solve the underlying problem. That problem is still a monetary union devoid of economic
union, which will take years of hard work.
“The likely formation of a reform-reluctant coalition in Greece may slow this recovery. But, our
base case remains that Greece stays in the euro - partly, but not wholly, because of the
incentive of QE. And some of the risks may be overblown. Syriza seems pro-EMU, and
pledges to honour Greece’s market debt. But, it advocates rescheduling Greece’s official
liabilities to euro-zone governments and the ECB, which will keep some restructuring-risk on
the radar.
“How willing will the ECB be to purchase ‘Greece’ under these conditions? To a large extent,
this uncertainty was taken into account by the ECB’s reluctance to ‘blanket share’ risk as it
cranks up its QE machine in March. But, there could be political spill-over. With Spain and
Portugal’s own elections coming in 2015, the more euro-sceptic parties there will be watching
Greece closely.
“The wider challenge is to make sure the euro-zone does not follow Japan and let deflation
take root. There, QE has been running for 16 years with little inflation impulse. The ECB’s
‘tap’ may be finally on, but, as Japan found out, QE acts like a drug: the more you use it; the
more you need it. Euro-zone QE could thus be with us for many years to come – with or
without Greece.”
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Notes to Editors:
Hermes Investment Management
Hermes is focused on delivering superior, sustainable, risk adjusted returns for our clients – responsibly.

We manage assets on behalf of more than 200 clients* across equities, fixed income, alternatives and
real estate, with £27.9 billion* assets under management. In Hermes Equity Ownership Services, we
have the industry’s leading engagement resource, advising on more than £120.3 billion* of assets.
We believe in Excellence, Responsibility and Innovation

•

•

•

Excellence: We aspire to excellence in everything we do. This manifests itself most visibly in
our investment performance. We will only offer products to our clients where we believe there is
a strong investment thesis and where we can deliver sustainable alpha.
Responsibility: We believe it is our responsibility to lead discussion and debate about the
fiduciary responsibilities of fund managers to our clients, their stakeholders and, ultimately,
society at large. We have always sought positive engagement with the firms in which we invest.
Innovation: We have the entrepreneurial culture to identify forward-looking products that meet
those needs, along with the resources and speed-to-market mentality to develop them rapidly.

Our structure gives clients globally the benefit of access to a broad range of specialist, high conviction
investment teams operating within an established and robust operating platform.
Our investment solutions include:

•
•
•
•

Equities: Global, Emerging Markets, Small & Mid Cap, Europe, Asia Ex Japan, Greater China
Fixed Income: Inflation-Linked, Government Bonds, Investment Grade, High Yield
Real Estate: Segregated, Unitised, Debt, UK, US Residential, European, UK PRS
Alternatives: Multi Asset, Infrastructure, Private Equity

*Please note the total AuM figure includes £3.6bn of assets managed or under an advisory agreement by Hermes GPE LLP
(“HGPE”), a joint venture between Hermes Fund Managers (“HFM”) and GPE Partner Limited. HGPE is an independent entity and not
part of the Hermes group. £0.4bn of total group AuM figure represents HFM mandates under advice. Source: Hermes as at 30
September 2014.

