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Greece – a debt success story 
Greece has been one of the success stories of the last decade, achieving huge 
deleveraging. Their tradable (ex-EU loans) debt is now down to just 90%, having been 
40 percentage points higher in 2020.  And the trend continues, we foresee government 
debt levels to fall another 20 percentage points. 

Within the next six months, we expect Greek sovereign debt to be reclassified as 
investment grade and, when that happens, passive funds could buy up to USD 20bn. 
This is close to a quarter of Greece’s total tradable debt, which we believe will tighten 
the country’s spreads to Bunds quite substantially.

The wider economic and political picture is also supportive of further progress.  
The green transition is working well for Greece, with solar power acting as the 
country’s sole provider of electricity for more than a month this summer. And the 
current centre-right government was re-elected in June, confirming our view that 
Greece will continue its efforts to reduce government debt in the coming years.
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Interest rates are higher than they have been for a long time, and we don’t see them 
beginning to fall for another 12 months or so. This represents a fundamental change  
– after a long spell when low refinancing rates encouraged countries to increase  
their leverage, the opposite is now true. 

As sovereign debt investors, we’re looking for countries that are managing this 
deleveraging process effectively, and one of the metrics we can look at is a country’s 
overall debt to GDP ratio. It’s not perfect and there can be caveats, but it is a useful guide. 

In the current environment, we see levels of 150-200% as a conservative number. 
Germany already sits in the bracket, but what other countries are in a good position to 
get there? Here are three countries which we think are currently on a positive trajectory.
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A falling debt to GDP ratio is a useful indicator of 
creditworthiness, and a number of countries appear  
to be moving in the right direction.

“ Greece has  
been one of the 
success stories  
of the last decade, 
achieving huge 
deleveraging.”
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Sweden – a lesson learnt 
Sweden has learnt its lesson from a housing and debt 
crisis in the 1990s. As a result, they’ve come into this 
crisis with very low government debt (gross debt at 
30%), and the private sector – which has been quite 
leveraged – has brought its overall debt ratio quickly 
down from 180% to 160% in less than a year. Overall  
debt levels have fallen from 300% to 275% now.

Furthermore, they’ve managed to do this without too 
much pain. That’s in large part because net assets 
are high – although housing assets are fairly illiquid, 
corporates and even households have had enough 
assets in stock markets and other liquid assets to 
help pay down their debts.

Sweden’s true situation is also probably better than its 
debt to GDP figure would suggest. Household debt is 
only 85% of GDP, which is very manageable. And while 
corporate debt is higher, Swedish companies are very 
international in nature, so they’re not as levered as  
a ratio which Sweden’s GDP would suggest.

United States – anticipating a soft landing 
Deleveraging is ultimately a healthy process to go through, 
but it can lead to disruptions, which is where we start to 
think about hard and soft landings. 

The US is currently engaging in some deleveraging, going 
from 260% to 250% in recent times. This is positive, as is 
the fact that now they own more of this debt themselves – 
foreign ownership of the US government debt market has 
fallen from 40% to 30% over the last five years. 

Forward rates are rising rapidly but from very low  
levels, so overall we are still in the soft-landing  
camp. However, quickly rising government debt is  
a problem in the US. With 8% budget deficits and gross 
government debt levels alone rising from 120 to 150%  
in the foreseeable future, even the Federal Reserve  
chair, Jerome Powell, mentioned that the US is not on  
a sustainable path. We need to see a major reshuffle 
away from high cash balances and high stock ratios 
among private households in order to absorb net new 
Treasury issuance over the coming years.  



This document is a marketing communication and it may be produced and issued by the following entities: in the European Economic Area (EEA), by BlueBay 
Funds Management Company S.A. (BBFM S.A.), which is regulated by the Commission de Surveillance du Secteur Financier (CSSF). In Germany, Italy, Spain and 
Netherlands the BBFM S.A is operating under a branch passport pursuant to the Undertakings for Collective Investment in Transferable Securities Directive 
(2009/65/EC) and the Alternative Investment Fund Managers Directive (2011/61/EU). In the United Kingdom (UK) by RBC Global Asset Management (UK) Limited 
(RBC GAM UK), which is authorised and regulated by the UK Financial Conduct Authority (FCA), registered with the US Securities and Exchange Commission (SEC) 
and a member of the National Futures Association (NFA) as authorised by the US Commodity Futures Trading Commission (CFTC). In Switzerland, by BlueBay 
Asset Management AG where the Representative and Paying Agent is BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich, 
Switzerland. The place of performance is at the registered office of the Representative. The courts at the registered office of the Swiss representative or at the 
registered office or place of residence of the investor shall have jurisdiction pertaining to claims in connection with the offering and/or advertising of shares in 
Switzerland. The Prospectus, the Key Investor Information Documents (KIIDs), the Packaged Retail and Insurance-based Investment Products - Key Information 
Documents (PRIIPs KID), where applicable, the Articles of Incorporation and any other document required, such as the Annual and Semi-Annual Reports, may 
be obtained free of charge from the Representative in Switzerland. In Japan, by BlueBay Asset Management International Limited which is registered with the 
Kanto Local Finance Bureau of Ministry of Finance, Japan. In Asia, by RBC Global Asset Management (Asia) Limited, which is registered with the Securities and 
Futures Commission (SFC) in Hong Kong. In Australia, RBC GAM UK is exempt from the requirement to hold an Australian financial services license under the 
Corporations Act in respect of financial services as it is regulated by the FCA under the laws of the UK which differ from Australian laws. In Canada, by RBC Global 
Asset Management Inc. (including PH&N Institutional) which is regulated by each provincial and territorial securities commission with which it is registered. In 
the United States, by RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”), an SEC registered investment adviser. The entities noted above are collectively 
referred to as “RBC BlueBay” within this document. The registrations and memberships noted should not be interpreted as an endorsement or approval of RBC 
BlueBay by the respective licensing or registering authorities. Not all products, services or investments described herein are available in all jurisdictions and 
some are available on a limited basis only, due to local regulatory and legal requirements.

This document is intended only for “Professional Clients” and “Eligible Counterparties” (as defined by the Markets in Financial Instruments Directive (“MiFID”) 
or the FCA); or in Switzerland for “Qualified Investors”, as defined in Article 10 of the Swiss Collective Investment Schemes Act and its implementing ordinance, 
or in the US by “Accredited Investors” (as defined in the Securities Act of 1933) or “Qualified Purchasers” (as defined in the Investment Company Act of 1940) as 
applicable and should not be relied upon by any other category of customer.

Unless otherwise stated, all data has been sourced by RBC BlueBay. To the best of RBC BlueBay’s knowledge and belief this document is true and accurate 
at the date hereof. RBC BlueBay makes no express or implied warranties or representations with respect to the information contained in this document and 
hereby expressly disclaim all warranties of accuracy, completeness or fitness for a particular purpose. Opinions and estimates constitute our judgment and are 
subject to change without notice. RBC BlueBay does not provide investment or other advice and nothing in this document constitutes any advice, nor should 
be interpreted as such. This document does not constitute an offer to sell or the solicitation of an offer to purchase any security or investment product in any 
jurisdiction and is for information purposes only.

No part of this document may be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole or in part, for any 
purpose in any manner without the prior written permission of RBC BlueBay. Copyright 2023 © RBC BlueBay. RBC Global Asset Management (RBC GAM) is 
the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset Management (U.S.) Inc. (RBC GAM-US), RBC Global Asset 
Management Inc., RBC Global Asset Management (UK) Limited and RBC Global Asset Management (Asia) Limited, which are separate, but affiliated corporate 
entities. ® / Registered trademark(s) of Royal Bank of Canada and BlueBay Asset Management (Services) Ltd. Used under licence. BlueBay Funds Management 
Company S.A., registered office 4, Boulevard Royal L-2449 Luxembourg, company registered in Luxembourg number B88445. RBC Global Asset Management (UK) 
Limited, registered office 100 Bishopsgate, London EC2N 4AA, registered in England and Wales number 03647343. All rights reserved.

Published November 2023


