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Eurozone finance ministers agreed to a second official programme for Greece of up to €130bn until 
2014, and finalised measures to reduce the Greek public sector debt burden to 120.5% of GDP by 
2020. On the Private Sector Involvement (PSI) to be launched on Wednesday, private sector 
Greek bondholders will be asked to take a loss of 53.5% on the nominal value of their bonds 
instead of the previously agreed 50% write-down. The Greek government will submit to the Greek 
parliament a draft bill which, if passed, will introduce a collective action clause into eligible Greek-
law governed bonds of the Hellenic Republic, effectively enforcing losses through retroactive CACs 
on bondholders who will not take part in the debt swap. 
 
The Official Sector Involvement (OSI) has two main elements: 1) interest rates on loans to 
Greece's first programme will be reduced retroactively, implying a lower margin of 150bp, 
delivering a reduction in the Greek debt burden worth 2.8ppt by 2020. This will be funded by the 
profits generated by the ECB from its SMP holdings, which will then be passed on to NCBs and 
ultimately to their own governments that provided the bilateral funding to Greece under the first 
programme. 2) National central banks who hold Greek bonds in their investment portfolios will pass 
on to Greece an amount equal to any future income arising from these holdings - delivering a 
further 1.8ppt reduction in debt to GDP by 2020. 
 
 
 
 
 Past performance is no guarantee of future results. Investment products are (i) not insured by any 

government agency; (ii) not a deposit or other obligation of, or guaranteed by, the depository 
institution; and (iii) subject to investment risks, including possible loss of the principal amount invested. 
For more important information see end page. 



 

 

To ensure thorough implementation, two "prior actions" have been agreed: 1) the Eurogroup 
deemed it essential to further strengthen Greece's institutional capacity by bolstering its Task 
Force for Greece with an enhanced and permanent presence to provide and coordinate technical 
assistance; and 2) the Eurogroup welcomes the intention of the Greek authorities to pay an 
amount corresponding to the coming quarter's debt service directly into a segregated account of 
Greece's paying agent, and the intention to introduce over the next two months in the Greek legal 
framework a provision ensuring that priority is given to debt servicing payments. 
 
The Eurogroup introduced additional conditionality by stipulating that the official sector will decide 
on the precise amount of financial assistance once the results of the PSI are known and prior 
actions have been implemented. 
 
In China the People’s Bank of China (PBOC) announced it will cut the Reserve Requirement Ratio 
(RRR) by 50bps, effective Feb. 24. This will bring the RRR to 20.5% for large banks and 18.5% for 
small and medium-sized banks. This is the first cut in 2012 and the second cut since Nov 2011. 
This move will likely inject Rmb390bn into the banking system. 
 
This much later-than-expected cut is in line with Citi Analyst’s view that the downturn of the 
Chinese economy wouldn't be altered without further policy easing, and that Chinese authorities 
are still keen to achieve GDP growth above 8% in 2012. The PBOC has been lagging behind the 
curve and may have to catch up with more easing to repair already damaged credit demand. We 
believe that three or more RRR cuts are needed this year to restore the confidence of business 
leaders in order to promote more investment in the near-term. The LTRO in Europe and possible 
QE3 in the US may weigh on the degree of further easing, but for now, concerns about a growth 
downturn are likely to outpace inflation worries.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

Important Information 

 This document is based on information provided by Citigroup Investment Research, Citigroup 
Global Markets, Citigroup Global Wealth Management and Citigroup Alternative Investments. It is 
provided for your information only. It is not intended as an offer or solicitation for the purchase or 
sale of any security. Information in this document has been prepared without taking account of the 
objectives, financial situation or needs of any particular investor. Accordingly, investors should, 
before acting on the information, consider its appropriateness, having regard to their objectives, 
financial situation and needs. Any decision to purchase securities mentioned herein should be 
made based on a review of your particular circumstances with your financial adviser.  

 Investments referred to in this document are not recommendations of Citibank or its affiliates. 
Although information has been obtained from and is based upon sources that Citibank believes to 
be reliable, we do not guarantee its accuracy and it may be incomplete and condensed. All 
opinions, projections and estimates constitute the judgment of the author as of the date of 
publication and are subject to change without notice. Prices and availability of financial instruments 
also are subject to change without notice. Past performance is no guarantee of future results. 
Investment products are (i) not insured by any government agency; (ii) not a deposit or other 
obligation of, or guaranteed by, the depository institution; and (iii) subject to investment risks, 
including possible loss of the principal amount invested.  

 The document is not to be construed as a solicitation or recommendation of investment advice. 
Subject to the nature and contents of the document, the investments described herein are subject 
to fluctuations in price and/or value and investors may get back less than originally invested. 
Certain high-volatility investments can be subject to sudden and large falls in value that could 
equal the amount invested. Certain investments contained in the document may have tax 
implications for private customers whereby levels and basis of taxation may be subject to change. 
Citibank does not provide tax advice and investors should seek advice from a tax adviser. 

 Citibank N.A., London Branch is authorised and regulated by the Financial Services Authority 
(FSA) with reference number 124704. Citibank International Plc is authorised and regulated by the 
FSA with reference number 122342. Citibank N.A., Jersey Branch, is regulated by the Jersey 
Financial Services Commission. Registered number 21100. Citibank N.A. London Branch and 
Citibank International Plc are licensed by the Office of Fair Trading with license numbers 0001486  
and 0482552 respectively to extend credit under the Consumer Credit Act 2006. Citibank N.A., 
London Branch is registered as a branch in the UK at Citigroup Centre, Canada Square, Canary 
Wharf, London E14 5LB. Registered number BR001018. Citibank N.A., Jersey Branch has its 
registered office at PO Box 104, 38 Esplanade, St Helier, Jersey JE4 8QB. Citibank International 
Plc has its registered office at Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB   
Citibank N.A., is incorporated with limited liability in the USA. Head office: 399 Park Avenue, New 
York, NY 10043, U.S.A. © 2010 Citibank N.A. CITI, CITI and Arc Design and CITIBANK are 
registered service marks of Citigroup Inc and its affiliates. Citi is a business division of Citibank 
N.A. Calls may be monitored or recorded for training and service quality purposes. 

 


