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The Battle between Growth and Tightening: Where European Debt

Crisis Is Going?
Executive Summary

InMay 2012, with the campaign slogan of supporting growth, Francois Hollande,
the leader of the French Socialist Party, finally won the presidential election.
However, due to the increasingly growing voice of anti—crunch, the Greeks failed
to established their cabinet finally. The two different results were reflective
of, to some extent, the increasingly acute contradiction between economic growth
and fiscal austerity in the process of Europe’ s response to debt crisis, and
the public are losing patience to the tightening—focused measures to the crisis.
Although the political instability in France and Greece resulted in significant
impact on the market, the most decisive influence still relys on the locomotive
Germany. If Merkel refuses to make any concession on fiscal austerity, part of
Hollande’ s policies may be difficult to be put into practice, and the crisis
in Greece may get worse. Recent battle among European politicians on the growth
and austerity reflects their introspection on the path of tightening to resolve
the crisis, which is conductive to formulating a new idea for more comprehensive
and balanced solutions to the debt crisis in Europe. However, the political
turmoil will affect the European consultation process, the future trend of
European debt crisis is not optimistic, the Euro regime is faced with severe
challenges, and financial markets may suffer serious impact. In the light of
the negative external environment, especially the repeated deterioration of
European debt crisis and uncertainties of sovereign debts and banking risks in
Europe, Chinese banks should pro—actively take measures to deal. On the one hand,
Chinese banks should carefully adjust their asset allocation in Europe and
strengthen risk prevention. On the other hand, European debt crisis intensifies
the further differentiation and adjustment of international financial market,
so Chinese banks should seize the precious opportunity to push forward their
international operation and further struggle for the goal of true international
banks with diversified assets, business and geographical scope of operation.
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