
Investments in Euro denominated Assets: Best Equity Risk of 2012?

In 2012, the Euro could blow up.  Or, it could emerge as the only serious hard currency in the 

world after the right to be fiscally irresponsible would be taken away from all the member 

states.  Somehow, fiscal sovereignty has been regarded as the right to be fiscally irresponsible in 

the US, the UK, Brazil, India and Russia.  And countries such as China and Australia which link 

their fortunes to fiscally irresponsible countries through trade ties are setting themselves up for 

bastardization of their own currencies through write-offs of bad loans and fall in the value of 

their foreign exchange reserves.  The US economy superficially appears to be improving.  Retail 

sales are looking up.  But that is due to home owners strategically defaulting on their 

underwater mortgages (and banks slowing down foreclosures for various reasons) and using the 

funds saved to buy big screen TVs.  The sales have not been due to increased consumer income 

and will fall next year as many of the unemployed loose their benefits.  

In this context, investment opportunities being thrown up in the Eurozone countries on account 

of asset sales by banks (to meet Basel 3 norms and local norms by May 2012), insurance 

companies (to satisfy Solvency II), governments (to raise money for balancing their books) and 

the private sector (to de-leverage after fooling around with too much debt till 2007) might be 

the best investment opportunity in 2012.  Of course, such barbell like investment returns (either 

very high returns or negative returns) do not fall within the realm of credit investing as we have 

described elsewhere (See Credit Versus Venture Investing 

http://crediteye.wordpress.com/2010/11/12/chapter-1-credit-versus-venture-investing/ )

But for the venture investor, it just might be the investment opportunity of a life time.     

http://crediteye.wordpress.com/2010/11/12/chapter-1-credit-versus-venture-investing/


Germanification of the Eurozone and Icelandification of the UK?

Under the tutelage of Germany, the Eurzone could see the last of fiscal indiscipline, leveraged 

public finance institutions and under capitalized banks.  If Germany manages to do to the 

Eurozone what West Germany did to East Germany, what could emerge would be a super 

competitive zone with all the strengths of the zone (a super industrialized zone with access to 

high technology and ensuring that the weakest citizens are taken care of) with none of its 

weaknesses (reckless welfare schemes, uncompetitive wages and pensions and cowboy banks). 

But this process might prove too onerous for citizens of many countries used to the easy life- 

therein lies the risk.  The sensible way to do the readjustment would be large scale wage cuts 

without job losses.  A new compact between workers, companies and governments is necessary. 

That can happen only if governments communicate the true state of affairs to their citizens 

instead of directing their citizens’ anger to master disciplinarian Germany.  If they fail in this, it 

would be the end of the Euro.  

The UK made a serious mistake by leaving the agreement to protect the interests of its reckless 

financial institutions.  The transaction tax would have been just the right measure to finish off 

high frequency trading which drives out long term providers of capital while attracting the most 

unsavory characters to the financial markets (See “Future of the London Financial Cluster 

https://crediteye.wordpress.com/2011/07/01/the-future-of-the-london-financial-cluster/ ) Now 

all the cowboy finance will move from Paris and Frankfurt to London, thus magnifying the 

deleterious effect on London’s financial markets.   It will complete the Icelandification of the 

UK’s financial markets.  There are many reasons for the UK to disagree with the Eurozone pacts- 

the financial transaction tax should not have been one of them.      

https://crediteye.wordpress.com/2011/07/01/the-future-of-the-london-financial-cluster/


Nature of Opportunities

If you believe the Euro would survive, what are the nature of opportunities?  We would list out 

the following:

• SMEs with access to high technology

• Infrastructure assets that will soon be sold by local governments and PPP players like 

Ferrovial, Grupo ACS, Vinci, Hochtief etc 

• Loan portfolios of banks and insurance companies (of course thorough credit evaluation 

of portfolios would be necessary)

•  Assets sold by asset managers such as Private equity and Real Estate funds
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