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The Big Four 
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Germany, France, Italy and Spain comprise 76% ƻŦ ǘƘŜ 9ǳǊƻȊƻƴŜΩǎ D5t  
and 57% of the GDP of the EU-27 

 

Source: Bloomberg, Pelagos Capital, as of 12/31/10 



Gross Debt and GDP of Big Four and Greece, Ireland, Portugal 
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Source: Bloomberg, Pelagos Capital, as of 12/31/10 



Debt to GDP of Big Four and Greece, Ireland, Portugal 
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Source: Bloomberg, Pelagos Capital, as of 12/31/10 

Maastricht Treaty Maximum Allowable 



Crisis Catalyst: Low Cost of Debt 



Government Bond Yields (5-Year) 
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Source: Bloomberg; Data as of 10/21/11 

Euro Introduced Euro Introduced 

Euro Introduced Euro Introduced 

The introduction of a single 
monetary system spawned the 
perception of lower sovereign 

default risk, even for risky 
Eurozone members  

Lower cost of debt meant 
riskier countries could now 

borrow at substantially 
lower rates, allowing them 

to easily take on more 
debt  



Government Bond Yields (5-Year) 
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Source: Bloomberg; Data as of 10/31/11 

Market priced Eurozone sovereign 
debt as if all countries posed similar 
levels of risk and allowed countries 

such as Greece and Portugal to 
borrow at similar rates to Germany 

Euro Introduced 


