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Abstract

The aim of our paper is to analyze the sustainability of the Greek public debt from a risk
management point view. We use a VAR model that takes into account the stochastic
nature of the variables in the debt accumulation equation and their close interrelation and
compute the probability of debt being above a specific threshold under different scenarios
or conditions currently required by the IMF.

The scenarios include specific primary surplus levels, privatization, and the inclusion of
contingent liabilities. We find that even though debt under these requirements is
sustainable in its mean, there are non-trivial probabilities where it is clearly unsustainable.
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