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A new begimimngdonthestreekceecanomy

¢! The Greek crisishadwoeHphasdbe necessary Phaséand the
unnecessary Phasell

A Many imbalances were cured in Phase | (Fiscal deficits eliminated,
current account deficits shrank, ULC competitiveness restored)

A Yet Phase Il prolonged the stagnation, with democratic institutions
and the financial sector under threat and the population over
levered and in despair for the future

Cl A jumpcstart is mow required What are the major challenges
ahead?
A Reverse the current disinvestment, which destroys potential growth
A Correct the fiscal mix with incentives for work and creativity

A Restorequality competitiveness with privatizationspublic sector
reforms, investment in IT & innovation, educational reform

A Help cure the financial sector with a drastic NPE reduction
A Address the population growtl& improve social cohesiveness
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Twocstagespsolong theyGrieek@risisk crisis:

Economiciimbalandesdrive théiesthe first 0 Palitics:thelsecoend ond
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The two Stages Oftbastsreatrisis arerevealed intthe
EM%M@E@WO@& theldemestie hdnks

C Prior to thelnt/ nal crisis
little use of ECB borrowing

C Lehman episode froze the
interbank market, raising
borrowing to e55bn.

C Greek crisis raised
dependence to above
€100bn.

C Since July 2011 Emergency
Liquidity Assistance (ELA)
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ELAborrowing costs 1.5% more due to low
guality collateral

April 2019: interbank market funding at
€25.0bn Aug-15:€6.3bn)



Targeatdrivers of growth: BExpotts& lnvesiment

C Consumption 2018 2018 2019 2020
ought to increase bn (nominal) (foeﬁl/o) (foeﬁ,lﬂ)) (foeﬁl/o)
at a lower rate GDP 184.7 19 23 2.3
than GDP Consumption 125.6 (68%) 1.1 1.0 1.2

C Exportsdefied Gov. Cons. 35.4 (19%) -2,5 1.6 0.6
the trend and Investment 22.8 (12%) -12,2 3.9 12.9
iIncreased Py Exports 66.7 (36%) 8,7 5.9 5.4
60% since2009 Imports 67.2 (36%) 4,2 3.5 5.7
and now hold a
36% share iIn GDP  gpp Deflator 0.5 1.1 1.4
from 19% in 2007 HICP (YoY%) 0.8 0.9 1.3

C Investments is
the key as they Notes
boost potential M®9/ Q4 {LINAY3 unmd F2NBOFAGY
growth and 2020 respectively

2.Real GDP growth rate consensus forecast for 2019 and 2020 at 1
and 1.9% respectively (source: Focus Economics, Reuters & Bloon
average)
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Investment mmtiSaarm‘g'ob beast

G
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GDP) to 26%
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Source: AMECC
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C Future seems brighter: OECD claims 80 projects are
In the pipeline until 2023 with a budget acd20bn



Debi mmhmiuiiﬁﬂs&tﬂtef fiseadimix

C Itiswidelyagreedbyall 4 190
political parties that a w1 = BoG baseline based on COM
reduction in tax rates is 70 70
needed. But expenditure 15 -
cannot decline equally
easily

C Would a reduction in the 01
target primary surpluses g .
of 3.5% GDP for 2019,
2020, 2021 & 2022 70 4

w3 = 2 + |ower prim surplus 1.5% of GPD . 79

create a debt gl o w4 = ) + higher marketrate by 100bps 5

sustainability problem? " Source:BoG 20
C Mostlikely, no. ~ 0 R ANR G888 09529853

Debt/GDP would likely SERRRRERRRRRARRARERARER

decline if multiplier is 1,

because Jpptreduction - gt politically feasible to reduce those targets
In surplus is counter to the average 20220260 target of 2.2%

palanced_by 1.8% without sacrificing credibility?
Increase in GDP
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Costcompeiliienessnimproves e early ciisisyyears

C Deterioration by 33% In
cost competitiveness
(ULCT) up to 2009

C Then from 2010 to
2014 improvement in
ULCT by 38%

C Stagnation in ULCT
from 2015 to the
present(during Crisis
Phase )

C Need for Quality
Improvement by
reforming the public
sector, the justice &
educational systems,
etc.
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Quality competiiveness:irpprovemernhini2hase
deterioration/Stagnation in Rhasealll

WB Doing Business CrisisrRhasell

69 | Distance to Frontier . . = LLGNATION_ g7s- 78
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C DBranking: Greece ranked 72nd among 190 countries in 2018, down

from 67th in 201760thin 2015

C Earlier, there was an improvement to 60 from 109 in 2009
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Signscofi mppovemeninneapenaterefedibeanchiiar

C Credit growth for nonfinancial corporations turns positive in 2019, following
8 years of continuous decline

C Loan rates to notfinancial corporations on a downward trend since 2012

C Yet householdcredit continues to shrink and loan rates remasteady

C Bank profitability is squeezed due to NPLs, regulation, IT competition in

retail services

.. Credit growth ({foy) Interest rates

' Apr. 2019:
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The greatcehdllepgefof

Group lleve],[De018 Eurobank| NBG | Alpha | Piracus| Total
1. Total Loans gross(ebn) 45.0 39.6 525 531 190.2
2. Non-Performing Exposuresebn) 16.7 16.2 25.7 21.3 85.9
3. NPE ratio (%) 37.0%| 40.9%| 49.0%| 51.5%| 45.2%
4. Non-Performing Loansepn) 13.2 11.8 17.6 174 60.0
5.NPL ratio (%) 29.3%)| 29.9%| 33.5%| 32.8%| 31.6%
6. Provisions (ebn) 8.8 9.5 12.3 13.3] 44.0
7. Regulatory CapitalCET (ebn) 6.5 5.6 8.3 6.5 26.8
8. TexasrRatiol 1 4/66+7) 86.5%| 78.3%| 855%| 87.7%| 84.8%
9. TexasrRatioz 2 = 2/(6+7) 1096 101%| 1250 138%| 121%
10. CET/RWAs 16.29%4 16.0% 17.4% 13.794 15.8%
Notes
1. In the theoretical stress situation in which all NPL value is lost, all of four systemic banks su
because they all haveTexas Ratio less than unityFor NPES, those ratios are larger than unjty
2. About70% of regulatory capital is DTad without it, no bank survives.
3. In January 2018, new IFB8ules impose additional capital needs over the following five year:
to the tune ofe5.9bn However this is gradually phased in over 5 years
4. 2018 stress tests didot result in recapitalization of the Greek banks
Source / I £ Odzt F GA2Yy& ol aSR 2\
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