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FOCUS ON GREECE

CHRISTOPHER SERRA

Optimists reap dividends
in retUrn fOr tHeir faitH
RefoRms aRe beginning to bite and to stimulate a bRoad economic RecoveRy
By Catherine Bolgar

i

nvesting in Greece has been highly
profitable for a number of foreign
investors, and they’re going back
for more.
“Many foreign investors invested
in Greek government bonds,” says Spyros
Skouras, economics professor at the
Athens University of Economics and
Business. “Several billion dollars were
made in the last year and a half through
those trades as the price of Greek
government bonds recovered,” thanks to
the Private Sector Involvement (PSI) deal
cut last spring as part of the country’s
financial bailout.
Foreign investors also bet on the
recovery of Greek corporations and
invested in the recapitalization of
Greek banks.
According to press reports, Third Point
LLC, a London-based hedge fund run by
Daniel Loeb, reaped a $500 million profit
last year on Greek government bonds. In
March, Third Point created the Hellenic
Recovery Fund to invest in Greece, and in
May the fund announced that it paid $60
million for a stake in Greek oil producer
Energean Oil & Gas.
In May, the Financial Times reported
that hedge funds Farallon Capital, York
Capital Management, QVT Financial
and Dromeus were set to participate in
the recapitalization of Greek banks,

starting with a €550 million ($747
million) share issue by Alpha Bank.
Other hedge funds in Greece include
Baupost Fund, run by Seth Klarman,
which bought government bonds, and
Emma Delta, which agreed to buy a 33%
stake in gambling monopoly OPAP for
€652 million. Dufry AG of Switzerland
bought 51% of the travel retail business of
Folli Follie Group for €200.5 million.
“The perception broadly is there is a
wave of opportunity for people who are
willing to take a relatively optimistic view
of developments in Greece—such as that
Greece won’t exit the euro any time soon,”

conditions for the two bailouts it has
funded since the crisis began six years ago.
Greece is one of the 10 most improved
economies in the 2013 edition of the
World Bank’s Doing Business survey.
Greece shot up to 78th place out of 185
countries, from 89th a year earlier.
The country made key business-friendly
reforms in three areas, according to the
survey. It sped up the process for getting
construction permits by setting strict time
limits for municipalities to process permit
applications. It strengthened investor
protections by requiring greater disclosure
of related-party transactions and it eased

gReece is one of the 10 most impRoved economies in the
2013 edition of the WoRld bank’s doing business suRvey.
Dr. Skouras says. “People who took that
view a year and a half ago made a very
large amount of money. However, that
opportunity has run out of steam as that
perception has become widely accepted.”
Indeed, perceptions about Greece’s
economy are getting more positive by
the day.
“Greece has made important progress
in rectifying pre-crisis imbalances,” the
International Monetary Fund said in its
July review. The IMF, the World Bank and
the European Central Bank make up the
so-called Troika that has set difficult

insolvency with a new pre-bankruptcy
rehabilitation procedure to make the rescue
of distressed companies more attractive.
Greece is also beginning to go after tax
evaders. “As part of reforming the overall
Greek revenue collection system, you are
seeing enforcement of the rules,” says
Jacob Kirkegaard, research fellow at the
Peter G. Peterson Institute for International
Economics in Washington.
However, successes in one area bump
up against the need for more improvement
in other areas. Tax cases can take years to
settle, and the Troika now is demanding

that Greece reform its legal system to
overcome these constraints, Mr.
Kirkegaard says.
The labor market also has been
liberalized. “It has become easier to fire
private-sector workers,” he says. Two
million Greeks—out of a total population
of around 11 million—have lost their jobs
in the private sector since the crisis began.
Greece is “in the process now of a
sorely overdue reorganization of the
entire public sector, including actual
layoffs,” Mr. Kirkegaard says. “It’s one of
the things private investors should be
looking at. Greece has changed.”
Public-sector workers have held several
strikes recently, “a signal that reforms are
beginning to bite and to take shape,” Mr.
Kirkegaard says. “You would expect those
who are losing their jobs to be up in arms
about that. What you don’t see is hundreds of thousands of Greeks joining the
strikes. The fact that you don’t have
widespread popular protests is a sign of
health and broader political stability.”
With unemployment topping 27%, the
highest rate in the European Union,
Greece has a huge pool of available,
highly skilled workers.
“There are opportunities, because I
don’t think wages are going to increase
anytime soon, but they can’t drop further,”
says Dimitri Papadimitriou, executive
Continued on following page

“He’s much more powerful than any minister and
much more powerful than President Abdullah
Gul.”
Still, he cuts a modest figure. Current and former Turkish officials describe him as gentle and
unpretentious. In U.S. meetings, he wears dark
suits and is soft-spoken, say U.S. officials who
have met him repeatedly and contrast him with
Prince Bandar, the swashbuckling Saudi intelligence chief.
“He’s not Bandar,” one of the officials says.
“No big cigars, no fancy suits, no dark glasses.
He’s not flamboyant.”
Mr. Fidan’s ascension is remarkable in part
because he is a former noncommissioned officer
in the Turkish military, a class that usually
doesn’t advance to prominent roles in the armed
forces, business or government.
Mr. Fidan earned a bachelor of science degree
in government and politics from the European division of the University of Maryland University
College and a doctorate in political science from
Ankara’s elite Bilkent University. In 2003, he was
appointed to head Turkey’s international-development agency.
He joined Mr. Erdogan’s office as a foreignpolicy adviser in 2007. Three years later, he was
head of intelligence.
“He is my secret keeper. He is the state’s secret keeper,” Mr. Erdogan said of his intelligence
chief in 2012 in comments to reporters.
Mr. Fidan’s rise at Mr. Erdogan’s side has been
met with some concern in Washington and Israel
because of his role in shaping Iran policy. One senior Israeli official says it became clear to Israel
that Mr. Fidan was “not an enemy of Iran.” And
mistrust already marked relations between the
U.S. and Turkish intelligence agencies. The CIA
spies on Turkey and the MIT runs an aggressive
counterintelligence campaign against the CIA, say
current and former U.S. officials.
The tension was aggravated in 2010 when the
CIA began to suspect the MIT under Mr. Fidan of
passing intelligence to Iran.
At the time, Mr. Erdogan was trying to improve ties with Tehran, a central plank of Ankara’s “zero problems with neighbors” policy. U.S.
officials believe the MIT under Mr. Fidan passed
several pieces of intelligence to Iran, including
classified U.S. assessments about the Iranian government, say current and former senior U.S. and
Middle Eastern officials.
U.S. officials say they don’t know why Mr. Fidan allegedly shared the intelligence, but suspect
his goal was relationship-building. After the Arab
Spring heightened tensions, Mr. Erdogan pulled
back from his embrace of Tehran, at which point
U.S. officials believe Mr. Fidan did so, too.
Officials at the MIT and Turkey’s foreign ministry declined to comment on the allegations.
In 2012, Mr. Fidan began expanding the MIT’s
power by taking control of Turkey’s once-dominant military-intelligence service. Many top generals with close ties to the U.S. were jailed as part
of a mass trial and convicted this year of plotting
to topple Mr. Erdogan’s government. At the Pentagon, the jail sentences were seen as the coup de
grace for the military’s status within the Turkish
system.
Mr. Fidan’s anti-Assad campaign harks to August 2011, when Mr. Erdogan called for Mr. Assad
to step down. Mr. Fidan later started directing a
secret effort to bolster rebel capabilities by allowing arms, money and logistical support to
funnel into northern Syria—including arms from
Saudi Arabia, Qatar and other Gulf allies—current
and former U.S. officials say.
Mr. Erdogan wanted to remove Mr. Assad not
only to replace a hostile regime on Turkey’s borders but also to scuttle the prospect of a Kurdish
state emerging from Syria’s oil-rich northeast,
political analysts say.
Providing aid through the MIT, a decision that
came in early 2012, ensured Mr. Erdogan’s office
had control over the effort and that it would be
relatively invisible, say current and former U.S.
officials.
Syrian opposition leaders, American officials
and Middle Eastern diplomats who worked with
Mr. Fidan say the MIT acted like a “traffic cop”
that arranged weapons drops and let convoys
through checkpoints along Turkey’s 565-mile border with Syria.
Some moderate Syrian opposition leaders say
they immediately saw that arms shipments bypassed them and went to groups linked to the
Muslim Brotherhood. Mr. Erdogan’s Islamistrooted Justice and Development Party has supported Muslim Brotherhood movements across
the region.
Syrian Kurdish leaders, meanwhile, charge
that Ankara allowed arms and support to reach

radical groups that could check the expanding
power of Kurdish militia aligned with Turkey’s
militant Kurdistan Workers’ Party.
Turkish border guards repeatedly let groups
of radical fighters cross into Syria to fight Kurdish brigades, says Salih Muslim, co-chairman of
the Democratic Union of Syria, Turkey’s most
powerful Kurdish party. He says Turkish ambulances near the border picked up wounded fighters from Jabhat al Nusra, an anti-Assad group
linked to al Qaeda. Turkish officials deny those
claims.
Opposition lawmakers from the border province of Hatay say Turkish authorities transported
Islamist fighters to frontier villages and let
fighter-filled planes land at Hatay airport. Turkish officials deny both allegations.
Mehmet Ali Ediboglu, a lawmaker for Hatay’s
largest city, Antakya, and a member of the parliament’s foreign-relations committee, says he followed a convoy of more than 50 buses carrying
radical fighters and accompanied by 10 police vehicles to the border village of Guvecci. “This was
just one incident of many,” he says. Voters in his
district strongly oppose Turkish support for the
Syrian opposition. Turkish officials deny Mr. Ediboglu’s account.
In meetings with American officials and Syrian opposition leaders, Turkish officials said the
threat posed by Jabhat al Nusra, the anti-Assad
group, could be dealt with later, say U.S. officials
and Syrian opposition leaders.
The U.S. added Nusra to its terror list in December, in part to send a message to Ankara

about the need to more tightly control the arms
flow, say officials involved in the internal discussions.
The May 2013 White House encounter came
at a time when Mr. Obama had grown increasingly uncomfortable with the Turkish leader’s
policies relating to Syria, Israel and press freedoms, say current and former U.S. officials.
Mr. Obama told the Turkish leaders he
wanted a close relationship, but he voiced concerns about Turkey’s approach to arming the op-

His growing role has met a
mixture of alarm, suspicion and
grudging respect in Washington,
where officials see him as a
surrogate for Mr. Erdogan.
position. The goal was to convince the Turks that
“not all fighters are good fighters” and that the
Islamist threat could harm the wider region, says
a senior U.S. official.
This year, Turkey has dialed back on its arming efforts as it begins to worry that the influence of extremist rebel groups in Syria might
bleed back into Turkey. At Hatay airport, the alleged way station for foreign fighters headed to
Syria, the flow has markedly decreased, says a
representative of a service company working at

the airport.
In September, Turkey temporarily shut part of
its border after fighting erupted between moderate Syrian rebels and an Iraqi al Qaeda outfit, the
Islamic State of Iraq and al-Sham. Turkish President Gul warned that “radical groups are a big
worry when it comes to our security.”
In recent months, Turkish officials have told
U.S. counterparts that they believe the lack of
American support for the opposition has fueled
extremism because front-line brigades believe the
West has abandoned them, say U.S. and Turkish
officials involved in the discussions.
In September, Mr. Davutoglu, the foreign minister, met Secretary of State John Kerry, telling
him Turkey was concerned about extremists
along the Syrian border, say U.S. and Turkish officials. The Turks wanted Mr. Kerry to affirm that
the U.S. remained committed to the Syrian opposition, say U.S. officials.
Mr. Kerry told Turkish officials the U.S. was
committed but made clear, a senior administration official says of the Turkish leaders, that
“they need to be supportive of the right people.”
Also in September, Mr. Fidan met with CIA Director John Brennan and Director of National Intelligence James Clapper, say Turkish and U.S. officials, who decline to say what was discussed.
A former senior U.S. intelligence official says
Mr. Fidan has built strong relationships with
many of his international counterparts. At the
same time, a current U.S. intelligence official
says, it is clear “we look at the world through different lenses.”

Spymasters | Playbooks of three rising Middle East intelligence chiefs

Hakan Fidan,
Turkey

Prince Bandar bin
Sultan al-Saud,
Saudi Arabia

Syria

Is seeking President Bashar
al-Assad’s ouster by aggressively
aiding Syrian rebels, stoking
tensions with U.S.

Shared U.S. concerns about Turkish
Has sent military advisers and
support for the opposition; joined the counterinsurgency experts into
CIA in an effort to arm hand-picked
battle alongside Mr. Assad's forces.
moderate rebels.

Egypt

Backed the ﬁrst democratically
elected president, Mohammed
Morsi.

His government backed Egyptian
His government attempted to build
military after it overthrew Mr. Morsi ties with Mr. Morsi, angering Saudi
in July.
Arabia, which later backed the coup.

Libya

Backed a NATO-led campaign to
overthrow Moammar Gadhaﬁ.

Tapped into Libyan weapons caches
to help arm Syrian opposition.

Iraq

Is courting Iraqi Kurdish leaders,
seeking greater commercial access
to oil-rich northern Iraq.

Critic of Iraqi Prime Minister Nouri
al-Maliki over his ties to Iran.

Uses Iraqi airspace to bring military
supplies and Iranian-trained ﬁghters
into Syria.

Saudi intelligence helps the CIA
conduct drone strikes against al
Qaeda.

Is backing militants aligned with a
separatist movement.

Coordinated closely with Wissam
al-Hassan, who headed intelligencegathering for Lebanon's police force
and was assassinated in October
2012.

Supports the Hezbollah guerrilla
movement and helped encourage its
leader to send pro-Assad ﬁghters
into Syria.

Yemen

——-—

Lebanon Worked closely with Lebanese

counterparts funneling arms to
Syrian opposition.

Maj. Gen. Qasem
Soleimani,
Iran

——-—

Sources: U.S. and Middle Eastern ofﬁcials; staff reports
Photos: A.A./SIPA (Mr. Fidan); Associated Press (Prince Bandar); Shahaboddin Vajedi (Gen. Soleimani)
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Greece has 6,000 islands in
the Aegean and Ionian Seas,
but only 227 are inhabited.

Official White House Photo by Pete Souza

A plAce
to explore
sights And
opportunities

U.S. President Barack Obama and Secretary of State John Kerry met with Turkish Prime Minister Erdogan and Turkish intelligence chief Hakan Fidan, second and third from left, in May.

Turkey’s Spymaster Plots
His Own Course on Syria

Hakan Fidan Emerges as Architect of Security Strategy That Sometimes Runs Counter to U.S. Interests

O

n a rainy May day, Turkish Prime Minister Recep Tayyip Erdogan led two of
his closest advisers into the Oval Office
for what both sides knew would be a difficult
meeting. It was the first face-to-face between
Mr. Erdogan and President Barack Obama in
almost a year.
By Adam Entous in Washington
and Joe Parkinson in Istanbul
Mr. Obama delivered what U.S. officials
describe as an unusually blunt message:
The U.S. believed Turkey was letting arms
and fighters flow into Syria indiscriminately and sometimes to the wrong rebels,
including anti-Western jihadists.
Seated at Mr. Erdogan’s side was the man
at the center of what caused the U.S.’s unease,
Hakan Fidan, Turkey’s powerful spymaster and
a driving force behind its efforts to supply the
rebels and topple Syrian President Bashar alAssad.
In the wake of the Arab Spring uprisings,
Mr. Fidan, little known outside of the Middle
East, has emerged as a key architect of a Turkish regional-security strategy that has tilted
the interests of the longtime U.S. ally in ways
sometimes counter to those of the U.S.

“Hakan Fidan is the face of the new Middle
East,” says James Jeffrey, who recently served
as U.S. ambassador in Turkey and Iraq. “We
need to work with him because he can get the
job done,” he says. “But we shouldn’t assume
he is a knee-jerk friend of the United States,
because he is not.”
Mr. Fidan is one of three spy chiefs jostling
to help their countries fill a leadership vacuum
created by the upheaval and by America’s tentative approach to much of the region.
One of his counterparts is Prince Bandar
bin Sultan al-Saud, Saudi Arabia’s intelligence
chief, who has joined forces with the Central
Intelligence Agency in Syria but who has complicated U.S. policy in Egypt by supporting a
military takeover there. The other is Iran’s
Maj. Gen. Qasem Soleimani, commander-inchief of the Quds Forces, the branch of the
elite Revolutionary Guard Corps that operates
outside of Iran and whose direct military support for Mr. Assad has helped keep him in
power.
Mr. Fidan’s rise to prominence has accompanied a notable erosion in U.S. influence over
Turkey. Washington long had cozy relations
with Turkey’s military, the second-largest
army in the North Atlantic Treaty Organization. But Turkey’s generals are now subservient to Mr. Erdogan and his closest advisers,

Mr. Fidan and Foreign Minister Ahmet Davutoglu, who are using the Arab Spring to shift
Turkey’s focus toward expanding its regional
leadership, say current and former U.S. officials.
Mr. Fidan, 45 years old, didn’t respond to
requests for an interview. Mr. Erdogan’s office
declined to elaborate on his relationship with
Mr. Fidan.
At the White House meeting, the Turks
pushed back at the suggestion that they were
aiding radicals and sought to enlist the U.S. to
aggressively arm the opposition, the U.S. officials briefed on the discussions say. Turkish officials this year have used meetings like this to
tell the Obama administration that its insistence on a smaller-scale effort to arm the opposition hobbled the drive to unseat Mr. Assad, Turkish and U.S. officials say.
Mr. Fidan is the prime minister’s chief implementer.
Since he took over Turkey’s national-intelligence apparatus, the Milli Istihbarat Teskilati,
or MIT, in 2010, Mr. Fidan has shifted the
agency’s focus to match Mr. Erdogan’s.
His growing role has met a mixture of
alarm, suspicion and grudging respect in
Washington, where officials see him as a reliable surrogate for Mr. Erdogan in dealing with
broader regional issues—the futures of Egypt,

Libya and Syria, among them—that the Arab
Spring has brought to the bilateral table.
Mr. Fidan raised concerns three years ago,
senior U.S. officials say, when he rattled Turkey’s allies by allegedly passing to Iran sensitive intelligence collected by the U.S. and Israel.
More recently, Turkey’s Syria approach,
carried out by Mr. Fidan, has put it at odds
with the U.S. Both countries want Mr. Assad
gone. But Turkish officials have told the Americans they see an aggressive international arming effort as the best way. The cautious U.S.
approach reflects the priority it places on ensuring that arms don’t go to the jihadi groups
that many U.S. officials see as a bigger threat
to American interests than Mr. Assad.
U.S. intelligence agencies believe Mr. Fidan
doesn’t aim to undercut the U.S. but to advance Mr. Erdogan’s interests. In recent
months, as radical Islamists expanded into
northern Syria along the Turkish border, Turkish officials have begun to recalibrate their
policy—concerned not about U.S. complaints
but about the threat to Turkey’s security, say
U.S. and Turkish officials.
There is no doubt in Turkey where the spymaster stands. Mr. Fidan is “the No. 2 man in
Turkey,” says Emre Uslu, a Turkish intelligence
analyst who writes for a conservative daily.

Sun, sea, sand, not to
mention fabulous food—
Greece has all the makings
of a dream vacation.
Tourism directly accounted
for 6.5% of gross domestic
product and indirectly for
16% last year.
On the one hand, that
low percentage shows that
Greece has managed to
diversify its economy. On
the other hand, it shows
that plenty of opportunity
for growth remains.
“Greece has such a
natural advantage in terms
of geography for tourism,
it’s very far from having
exhausted its potential,”
says Spyros Skouras,
economics professor at the
Athens University of
Economics and Business.
“There are certainly a lot of
foreign investors who are
considering buying existing
hotels, or land, at historically
low prices. We also see
wealthy individuals purchasing premium properties for
their own use, with sales of
private islands in the last
couple of years.”
Greece has 6,000 islands in
the Aegean and Ionian Seas,
but only 227 are inhabited.
Agrotourism and health
tourism are underexploited
niches,saysDimitriPapadimitriou, executive vice
president, provost and
professor of economics at
BardCollege,inAnnandaleon-Hudson, New York.
Tourism boomed this
summer, accelerating the
gradual recovery, as the
country attracted travelers
wary of unrest in many
other Mediterranean
destinations such as
Turkey or Egypt.
Greece expects to hit a
record 17 million visitors
this year, a million more
than last year. Tourism
receipts are expected to
rise 10% over 2012, the
central bank forecasts.
— Catherine Bolgar

Optimists reap
dividends in
return for faith
Continued from previous page
vice president, provost and
professor of economics at Bard
College, in Annandale-onHudson, New York, and president
of its Levy Economics Institute.
Investors who are sensitive to
the frustrations of people who
have seen wages fall 30% to 40%
can find plenty of well-educated, skilled workers, he adds.
The prices of many assets also
have fallen sharply. Greek banks
face a Troika mandate to rid
their portfolios of assets from
outside the country. Real estate
values have shrunk

considerably, and though they
might drop further, Dr. Skouras
says, “investors may decide
we’re near the bottom and make
significant purchases.”
Equity prices also are down.
The benchmark Greek index is
at about 20% of its pre-crisis levels,
despite a rally that made it
Europe’s top performer last year.
“For financial investors, the
stock market has dropped
dramatically,” Dr. Papadimitriou
says, “but it maybe isn’t an
opportunity for one to go in and
quickly get out. There is
excessive volatility” because of
reactions to events within the
Euro Zone and the Troika’s
response to Greece’s situation.
Another opportunity with a
longer horizon is buying Greek
companies, which also have
seen values drop. “Some

companies are not effectively
run and others are but are
undervalued,” he says.
Both private and state-owned
companies are looking for foreign
partners. The Troika had counted
on privatizations to bring in €50
billion, but those aspirations
have been whittled to €3 billion.
Although valuations have
collapsed, buyers remain few.
Cosco, a Chinese state-owned
shipping giant, bet on Greece in
2010, investing €500 million to
lease and upgrade half of the
Athens port of Piraeus. Cosco
last month reached a deal to
expand its operations at Piraeus.
Logistics is one of the sectors
that play to Greece’s strengths—
its strategic location on the
Mediterranean at the gateway
between Europe and Asia, its
mild climate, and the lingering

benefits of infrastructure
investment in roads, bridges
and airports built for the 2004
summer Olympics in Athens.
Greece also has been
expanding in other hot sectors,
such as renewable energy,
having both lots of sun and lots
of wind. Conergy and WPD
from Germany, EDF-EEN from
France, Greece’s PPC, the
Greek-Spanish alliance of
Rokas-Iberdrola and Next Solar
from the U.S. have invested in
solar facilities in Greece.
Such investments require a
long horizon, but “it does pay
off,” Dr. Papadimitriou says.
“Dependency on shale oil
from Russia and Kazakstan
eventually may become very
troublesome. Having in Europe
the capacity to use clean energy
is an opportunity.”

ΝATIONAL BANK
OF GREECE

