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The EU Recovery Fund

Next Generation EU - COVID-19

EU expenditure 2021-2027
recovery package

Next Generation EU
(NGEU)

COVID-19 recovery
package front-loaded
over the first years

® €390 bn grants

—)

€360 bn loans €360

Capital raised on bn Loans
financial markets

€360bn €750 bn  EECICUS

€390 bn
Multiannual financial
framework (MFF) €1,074.3
The EU's 7-year  —» bn
budget
Total:
Total: €1,824.3 bn €750 BILLION

* Legal commitments: by 31 December 2023
* Payments: by 31 December 2026

Source: European Commission
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=

€93.75 bn

GRANT ALLOCATION KEY

drop in real GDP over 2020
overall drop in real GDP 2020-21
inverse GDP per capita
population share

Recovery & Resilience
Facility:
Grants allocation

2023:
€93.75

2021-22:
€218.75

€218.75 bn
GRANT ALLOCATION KEY

* unemployment 2015-2019
* inverse GDP per capita
* population share



A big opportunity & challenge for Greece

%gpp @reek presence in the EU Recovery Fund package
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*Grants and loans for 2021 are calculated as a 10% advance of total funds for 2021-2027 according to statements of government officials
**All remaining calculations are based on the assumption of a stable rate of disbursements each year

Cross-country funding from Next Generation EU*
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Can Greece utilize the European funds? A poor
track record on the use of EU structural funds

1986

EU transfers to Greece
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What is the smart allocation of the funds?
Closing the efficiency gap with the EU

* How can productivity increase permanently?
* One answer: Investment in R&D, ICT, education

3.5 | o GDp GFCF in ICT equipment & gross domestic
30 spending on R&D (% GDP 2019)
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Source: Eurostat, OECD
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The financial sector, expansionary monetary policy
& negative risk-free rates in Europe

( Expansionary
monetary policy
(PEPP) since
March 2020

(J Negative risk-
free rates

(1 Spreads vs.
Germany
declined

] QE in Greece too

(] Relaxed
regulatory policy
toward banks

=" CET1 J

= Easier NPE
classification
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Pressures on European & Greek bank profitability

Common global pressures:

[ The low interest rate environment
d Competition from Big Tech & Tech Fin
d Stricter regulation

Greek-specific extra pressures:

L Reduction in NPEs reduces interest income
 Digitalization of Greek economy - higher short-run costs
 Large customers seek alternative sources of funding
 Interest spreads on SME loans, reflecting higher Greek risk

premia, can decline from competition by new entrants
 Retreat from abroad

1 Personnel costs
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A fourth recapitalization ahead?

A recent analysis in :

J A sensitivity analysis
with the most recent
Greek systemic bank
data shows banks are in
a precarious position
regarding their future
capital needs

 This is due to their huge
amounts of NPEs, the
highest in Europe and in
post-war history

(] Some differences
between banks do exist
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KPIZH KAI XPHMATOIMIZTQTIKA ANOIFMATA ZTHN EAANAAA

lkikag A. XapdouBeAnct
Last Draft: Sept. 21, 2020
MpooEXWE OTO EMLOTNHOVLKO TIEPLOSIKG: Noptkr) BuBAloBrkn

NeptAnyin-NMpoAoyog

H npwTopavng eAAnvIKn Tpanedikr kpion Tng dekaeTiag Tou 2010 anoTunwveTal aTig
BIOKUPIAVOEIG TV anoTIUNOEwY TwV TPanedkwv PJETOXWY, oI onoieg undeviotnkav dUo
(popeg, npwTa Tov defpoudpio 2012 kai oTn cuvexela Tov NoguPpio 2015. AnoTeéAeopa Tng
dlapkoUg kpiong eival kai To eEAIpeTIka uwnAod PeyeBog Twv Mn-EEunnpeTolpevmv
AvolypdTwv w¢ NogoaTo Twv guvoMkmv daveiwv (MEA), TO onoio £(pTAce OTO UYNAOTEPO
onueio Tov MapTio Tou 2016 kai arjuepa eEakoAouBei va gival pe peyain diagopd To
peyaAUTepo otnv Eupwnn.

H ypryopn peiwon Twv MEA og emBuPnNTa NooooTa KaTw Tou 3% napespnodileTal
anod Tov OKOMEAD TNE anopEeiwong Tou I3iwv KEpaAginv Twv Tpanslwv G P ENITPENTA
enineda and Toug enonTikoUg kavoviopoug Tne Baaigiag I1I, kaBwe Kal anod Tov OKOMEAO
NG PN-EMIBUPNTAC apvNTIKAG ETHOIAG KEPSOMOPIAC, Nou Uno-NpolnoBETsIC EMPEPE
anioxvaon Tou nogoaTou 1BiokTnaiag (dilution) Twv IBwTOV PETOXWV AdYw TNG vouoBeaiag
nepi AvaBaAidpevng dopoloyikng Anaitnong (DTC).2 'ETol n peiwon Twv MEA kaBuaTepsi,
yeyovog nou eniBpadlvel Tnv NONITIKR Napoxnc vewv daveiwv Npog uyIeic, KUpiwg
HIKPOHECTIEC, ENIXEIPNTEIC KAl kAT’ enékTaan Tnv avanTtu&iakn diadikaoia. Kar auto dIoTI

! KaBnyntic, Tuipa Xpnpatoowovoutkng kat Tpanelikrg Aowkntikig Mavemotnuiou Mepawwg kat Senior
Independent Director, EBvikr} Tpdnela tng EAAGSoc.

To apBpo Baociletal otnv napouaoiaaon nou éywe oto 29° NavehArvio Zuvédplo Eumopikot Awkaiou, o otpoyyuld
tpan&ll, He titho «H QVTIHETWTION TWV YPRHATOMIOTWTLKWY GVOLYHATWY (EMOMNTIKE, MOLVIK, dOTIKA )%, TIOU
opyavwBnke and tov ZUvdeopo EAAAvwY Epnopikodoywy, To ZdBparto, 5 OktwPplov 2019, 18:30, oto evoboyelo
ELPIDA RESORT, atig 2éppeg. EmiBupw va euxaplotriow Toug Xprioto ASdy, Kwota ASaudnoulo, Ayyelo
Avtlouhdro, Anunten Baywavd, Eudyyelo Bevilého, AvSpéa Bepukio, lwdvvn Mkuwvn, Xprioto AdhAn, Mavaywwtn
Aaopavoyhou, Mepikhn Apolyke, Nwpyo Zavid, Nwpyo Kahopitn, Qukiwva Kapapia, Niko Kapapolln, Itédavo
Kadokn, OAva Koopd, Mdavvn Kupialn, lwdvvn Kuplakdnoudo, Anuiten Mboyo, Akatepivn Mnepiton, Indpo
Navtehid, Mpnyopn Namnaypnyodpn, Ztédo Nanadénouho, Nwpyo Nanavactaconouro, Bacikn Panavo, Avbpéa
Pipn), Xplotadopo Zapbehn, Nwpyo Zkiadonovlo, Oeodwpo Itapatiou, Kwota Toataapwvn, Avtwvn QakAn,
Muxdhn Xapahaumnidn kat tov Atowntn tng TTE MNdvvn Itoupvdpa yia oxoAia fi/kat BoriBela, tov Mpdedpo kat
Avtunpéedpo Tou Zuvdéopou Epmoplkoddywy rnou e mpookdAsoav otnv ekdiAwan, kk. Eudyyelo MNepdkn Kat
Mwpyo Tpravtadurrdkn, kaBwe kal Toug CUPNETEXOVTES oTO Ttdvel, Ao Auyoudéa, Kwvotavtive Mmroténouho,
kat Anpntpn Inupdko. |8aitepeg euxapioties otov Kwota ASapdnoulo yia tov e§ovuxlotiko gheyxo kal Ta oxoAa
TOU €KAVE.

2 Onwe avaAUETAL 0TN CUVEXELR, N amioyvaaon Tou mocootol L5loKkTnoiag Twy Slwtwy anodelyetal pe T uéPobdo Tou

hive down. H péBobog autn, Opws, pnopel va epappootel pia kol povadikr popd and tnv tpdnela.
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In Greece, NPEs are the main challenge

Sensitivity analysis of capital needs — 4 systemic banks today
Capital needs in €billion
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14% 16%
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-11.2 -13.8
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18%
8.9
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-10.2

-16.5

-22.9

-29.2

Based on Post-Cairo data of Dec 2019, see Hardouvelis (2020) “Greek Bank NPEs and the

Assumptions

= No Covid-related new NPEs (3.0bn)

decade long crisis”

" Freeze of IFRS-9 higher provisions continues (3.2 bn)
= Net after tax profits for capital increase of 4.0bn
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Thank you for your attention!
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