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Greece: 
Distribution of annual growth forecasts
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Distribution of Focus Economics Forecasts 
for 2020 GDP growth (June 2020)

Number of 
participants Median: -7.4%

St. Dev.:  3.5%
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Distribution of Focus Economics Forecasts 
for 2021 GDP growth (June 2020)

Number of 
participants Median: 5.1%

St. Dev.: 3.1%
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Distribution of Focus Economics Forecasts 
for 2020 GDP growth (September 2020)

Number of 
participants

Median: -8.0%
St. Dev.:  2.0%

0

1

2

3

4

5

6

7

8

0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16

Real GDP growth forecast range (%)

Distribution of Focus Economics Forecasts 
for 2021 GDP growth (September 2020)

Number of 
participants Median: 5.5%

St. Dev.: 1.9%

Source: Focus Economics
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Euro area: 
Distribution of annual growth forecasts
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Distribution of Focus Economics Forecasts 
for 2020 GDP growth (September 2020)

Number of 
participants

Median: -8.2%
St. Dev.:  0.9%
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Distribution of Focus Economics Forecasts 
for 2021 GDP growth (September 2020)

Number of 
participants Median: 5.5%

St. Dev.: 1.2%
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St. Dev.:  1.5%
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for 2021 GDP growth (June 2020)

Number of 
participants Median: 5.3%

St. Dev.: 1.8%
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The EU Recovery Fund

Total:

€750 BILLION

• Legal commitments: by 31 December 2023

• Payments: by 31 December 2026
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Source: European Commission

€1,074.3 
bn

€360 
bn

€390 
bn

Total: €1,824.3 bn

EU expenditure 2021-2027

Next Generation EU 
(NGEU)
COVID-19 recovery 
package front-loaded 
over the first years

€390 bn grants
€360 bn loans

Capital raised on 
financial markets

Multiannual financial 
framework (MFF)

The EU's 7-year 
budget

Grants
€390 bn

Loans
€360 bn

Next Generation EU - COVID-19 
recovery package

€750 bn

2021-22:
€218.75

2023:
€93.75

Recovery & Resilience 
Facility:

Grants allocation

€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

€218.75 bn

GRANT ALLOCATION KEY

• unemployment 2015-2019

• inverse GDP per capita

• population share



A big opportunity & challenge for Greece
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Cross-country funding from Next Generation EU*

Net funding from Next Generation EU (as % of GDP)

* based on EU Commission's proposal for the 
"Recovery Plan for Europe" (on May 27)

<< based 

on draft EU 

plan –May 

2020 
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Can Greece utilize the European funds? A poor 
track record on the use of EU structural funds
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EU transfers to Greece
as % of GDP

EU payments to Greece

% GDP
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What is the smart allocation of the funds?
Closing the efficiency gap with the EU
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Source: Eurostat, OECD

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



The financial sector, expansionary monetary policy 
& negative risk-free rates in Europe
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Source: Bloomberg

❑ Expansionary 
monetary policy 
(PEPP) since 
March 2020

❑ Negative risk-
free rates

❑ Spreads vs. 
Germany 
declined

❑ QE in Greece too

❑ Relaxed
regulatory policy
toward banks

▪ CET1 ↓

▪ Easier NPE 
classification



Pressures on European & Greek bank profitability

Common global pressures:

❑ The low interest rate environment

❑ Competition from Big Tech & Tech Fin 

❑ Stricter regulation

Greek-specific extra pressures:

❑ 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

❑ Personnel costs
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❑ 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

A fourth recapitalization ahead? 

A recent analysis in :
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In Greece, NPEs are the main challenge 

    Στόχος του CET1/RWAs  (Target CET1 ratio) 
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 0 6% 8% 10% 12% 14% 16% 18% 

60% 24.9 22.2 19.5 16.9 14.2 11.5 8.9 

50% 18.6 15.9 13.2 10.5 7.9 5.2 2.5 

40% 12.2 9.5 6.9 4.2 1.5 -1.2 -3.8 

30% 5.9 3.2 0.5 -2.2 -4.8 -7.5 -10.2 

20% -0.5 -3.1 -5.8 -8.5 -11.2 -13.8 -16.5 

10% -6.8 -9.5 -12.2 -14.8 -17.5 -20.2 -22.9 

0% -13.2 -15.8 -18.5 -21.2 -23.9 -26.5 -29.2 

 

Assumptions
▪ No Covid-related new NPEs (3.0bn)
▪ Freeze of IFRS-9 higher provisions continues  (3.2 bn)
▪ Net after tax profits for capital increase of 4.0bn

Sensitivity analysis of capital needs – 4 systemic banks today
Capital needs in €billion

Based on Post-Cairo data of Dec 2019, see Hardouvelis (2020) “Greek Bank NPEs and the 
decade long crisis”
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Thank you  for your attention!

www. hardouvelis.gr

gikas.hardouvelis@gmail.com
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