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Highlights


According to the recently published flash estimates of the Hellenic Statistical Authority,

the recession in Q1 2014 was significantly lower compared to Q1 2013. GDP (at constant prices
and non-seasonally adjusted data) fell by 1.1% on a yearly basis (-6.0% in the relevant period of
2013). Nominal GDP declined by 3.5% on a yearly basis (-6.6% in the relevant period of 2013).


The Eurogroup issued a statement on May 5 regarding recent macrooeconomic

developments in the Greek economy, praising the efforts and the achievements of the
government. According to the Eurogroup statement, the discussion for possible measures
enhancing debt sustainability will be considered in the context of the next review which will
commence in September.


The Eurogroup also welcomed the progress made by the European Commission and the

Greek authorities with the preparation of the Partnership Agreement for the European Structural
and Investment Funds that will provide around €19 bn of co-financing transfers to the Greek
economy aiming to create a competitive, dynamic and inclusive economy.


Fitch ratings agency upgraded Greece’s sovereign debt rating from B- to B, citing the

country’s primary surplus and deficit reduction.


The Prime Minister of Greece presented on May 20 Greece’s long term strategy to foster

growth, based on studies conducted by the Centre of Planning and Economic Research (KEPE), the
Foundation for Economic and Industrial Research (IOBE) and McKinsey. Successful implementation
of the strategy is estimated to increase GDP by €54.5 bn and contribute to the creation of 770.000
new jobs.


The Association of Greek Tourism Enterprises (SETE) revised upwards its estimate for

international tourist arrivals in Greece in 2014 from 18.5 to 19 million visitors.
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Ι. The global economy strengthens but action is needed to address legacies from the
crisis......
According to the latest OECD Economic Outlook (May 2014) global growth and trade are
projected to strengthen at a moderate pace through 2014 and 2015. Accommodative
monetary policies, along with supportive financial conditions and a fading drag from fiscal
consolidation are expected to boost activity in OECD economies.
More specifically, GDP growth
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remain modest relative to past norms. The BRIICS (Brazil, China, India, Indonesia, Russia and
South Africa) are projected to see GDP growth of 5.3% this year on average and 5.7% in
2015. China will again have the fastest growth among these countries, with rates just below
7.5% in 2014 and 2015. However, unemployment is likely to decline only modestly across
the OECD. Even though unemployment begun to fall from the historic levels seen in the
wake of the crisis, more than 44 million people are projected to still be out of work across
the OECD area at end-2015, 11½ million more than before the crisis.
Significant downside risks to the outlook remain. Tighter credit and supply side bottlenecks
are dampening growth in emerging economies and events in Ukraine have raised geopolitical
uncertainty. In the euro area, there is a risk that inflation could weaken further if growth
disappoints, or the euro appreciates further, or inflation expectations become unanchored.
The OECD highlights a series of policy requirements for further strengthening the recovery.
Monetary policy needs to remain accommodative, especially in the euro area and Japan.
Also, the OECD stresses the importance of improving the health of the banking sector and
completing the establishment of a fully-fledged banking union. The planned slower pace of
fiscal consolidation in the US and some euro area countries is seen as warranted, given past
efforts, but strong consolidation should proceed steadily in Japan, where the burden of
public debt is very heavy and still growing. OECD advices that in the Euro area, given the
progress already made and the still weak economy, some slowdown in the pace of structural
fiscal adjustment is appropriate. Finally, more ambitious structural reform programs are
needed to create jobs and boost growth in advanced and emerging countries alike.
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ΙΙ. Current Developments and Prospects of the Greek Economy
a. Production-Expenditure
According to the recently published flash estimates of the Hellenic Statistical Authority (ELSTAT), GDP (at constant
prices and non-seasonally adjusted data) in Q1 2014 fell by 1.1% on a yearly basis (-6.0% in the relevant period in
2013). The GDP deflator decreased by 2.4% and nominal GDP declined by 3.5% (-6.6% in the relevant period in
2013).
In May 2014, the Economic Sentiment Indicator (ESI) for Greece increased further and stood at 99.1 units,
compared to 94.2 units in May 2013, the highest level since August 2008. The OECD Composite Leading Indicator
(CLI) has been increasing for over a year and
reached 102.7 units in March 2014. The
Purchasing Managers’ Index (PMI), after a
small decline in March 2014, exceeded again
in April and May the 50 points threshold
stabilizing at 51 points.
On the production side, the Industrial
Production Index increased by 0.3% y-o-y in
January – March 2014, compared to a 3.5%
decline in the relevant period of 2013.
Turnover in Industry fell by 1.7% y-o-y in the
first three months of 2014. This decrease
though, is much lower than that in the corresponding period of 2013, when turnover in Industry fell by 9.7% y-o-y.
Indices of business expectations also show signs of improvement. More specifically, the Index of Business
Expectations in Industry reached 91.9 units in April 2014, compared to 90.3 units in April 2013. The Index of
Business Expectations in Construction reached 81.3 units in April 2014, compared to 61.5 units in the same month
last year.
On the consumption side, the Retail Trade Index decreased by 0.8% in volume in March 2014 (-5.8% in March
2013). Overall, in the first quarter of 2014 the Retail Trade Index fell marginally by 0.1% (Q12013: -12.5%). The
Turnover Index in Retail fell by 3.4% in March 2014, compared to a 5.9% decline in March 2013; notwithstanding,
compared to February 2014, the index increased by 0.9%. Remarkably, the Index of Business Expectations in Retail
Trade reached 80.1 units in April 2014, compared to 65.4 units in April 2013.
b. Public Finances
- General Government
According to the General Government data (Ministry of
Finance) in January – March 2014, the primary surplus
reached €2.5bn, while in the relevant period in 2013, the
primary surplus was €770 million (cash-based public
accounting data).
Consolidated General Government revenues amounted
to approximately €18.4 bn for the first three months of
2014, higher than the relevant period in 2013 (almost
€18bn). Consolidated General Government expenditure
amounted to approximately €17.8 bn, substantially
lower than the relevant period in 2013 (€19.1 bn).
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- State Budget Execution
According to recently published data for the execution of the State Budget on a cash basis (Ministry of Finance
data), the primary surplus of the Central Government amounted to €1.0 bn in January-April 2014, against the 4
month target of €742 million and a primary deficit of €306 million recorded at the same period in 2013. The
primary balance increased impressively despite the considerably higher tax refunds and Public Investment Program
expenditures compared to the same period last year. The state budget deficit amounted to €1.1 bn, lower than
both the target and the relevant period in 2013 (€2.4 bn deficit in January – April 2013).
(in million euros)

JanApril2013

Jan-April 2014
Outcome

Target Difference

State Budget Net Revenue

15.743

16.138

16.402

-263

Ordinary Budget Net Revenue

14.027

13.844

14.895

-1.051

Revenue before Tax Refunds

14.291

14.750

15.370

-620

Tax Refunds
Special Revenue from licensing and
public rights

325

906

475

431

62

0

0

0

Public Investment Budget Net Revenues

1.715

2.295

1.507

788

1.672

2.271

1.443

828

44

24

64

-40

State Budget Expenditure

18.168

17.282

17.861

-578

Ordinary Budget Expenditure

17.332

15.884

16.861

-976

Public Investment Budget Expenditure

836

1.398

1.000

398

State Budget Primary Balance

-306

1.048

742

306

-2.426

-1.144

-1.459

315

EU Funds
Own resources

State Budget Balance (+surplus, -deficit)

Central Government Debt was reduced to €320.4 bn in Q1
2014 from €321.5 bn in the previous quarter. This movement
reflects redemptions of long-term bonds issued domestically
(€1.8 bn) and Financial Support Mechanism loans (€1.3 bn),
more than offsetting a net increase in repo loans by €2.1 bn.
Central Government Debt in Q1 2014 is decomposed to bonds
and short-terms notes (27.9%) and loans (72.1%).

State budget net revenues in January – April
2014 were higher compared to the same
period in 2013 but slightly lower than the 4
month target of €16.4 million. Ordinary
budget net revenues were 7.1% lower than
the target, of which €500 million concerns
delays in the return of ANFA & SMP revenue.
Tax refunds were higher than the target by
€431 million.
State budget expenditures and ordinary
budget expenditures in the first four months
of 2014 were lower than both the targets and
the relevant period in 2013, due to the
significant reduction in primary expenditure
compared to the same period last year. Public
Investment Budget expenditures amounted
to €1.4 bn, higher by €398 million and €562
million compared to the target and the same
period last year, respectively.

Budgetary Central Government Debt (in million euros)
31/12/2013

31/3/2014

91.267

89.468

Loans

230.211

230.955

Total

321.478

320.423

Bond and shor-term notes

Reflecting a gradual improvement in the financial sentiment towards Greece, the Greek Government Bond spread
and the Athens Stock Exchange index (ATHEX) continued to recover throughout the second half of 2013 and the
first months of 2014. The spread between the 10 year Greek and German Government bonds is on downward
path since July 2013. In April 2014 it reached 474 base points, down from 539 points in March 2014 and 1.038 base
points in April 2013. It is worth noting that the interest rate on T-bills in the latest auction was 2.13%, significantly
lower compared to 4.10% just four months ago.
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c. Prices, Competitiveness and Financial Developments
Prices (HICP) decreased further by 1.6% in April 2014
(-0.6% in April 2013) continuing the declining
(deflationary) path that started a year ago (in March
2013). Core inflation was -1.3% (-1.2% in April 2013).
The inflation rate is significantly lower in Greece
than in the Euro Area (+0.7% in April 2014). Lower
prices offer an additional support to household
purchasing power and impact positively on price
competitiveness, although the affect adversely the
Debt/GDP ratio.
More specifically, fuels prices fell by 0.9% in April
2014 compared to a 3.3% increase in April 2013.
Prices for fruits and vegetables fell by 7.6% (+5.5% in April 2013). Goods’ prices fell by 1.0% (+0.4% in April 2013)
and services’ prices fell by 1.8% (-1.9% in April 2013). According to Bank of Greece data nominal apartment prices
are estimated to have declined on average by 7.5% year-on-year in Q1 2014. The average annual rate of change was
-10.3% in 2013 compared with -11.7% in 2012.
Overall credit expansion to the domestic private
sector continues declining (Bank of Greece data)
thereby impeding economic recovery. In April 2014,
the annual growth rate of total credit extended to
the domestic private sector stood at -3.7%, from 3.4% in April 2013. Consumer credit declined by 2.9%
(-5.4% in April 2013), credit to private sector firms
decreased by 4.8% (-3.3% in April 2013) and housing
loans decreased by 3.3% (-3.2% in April 2013). Credit
to sole proprietors and unincorporated partnerships
increased by 0.8% in April 2014, compared to a
reduction of 1.5% in April 2013.

d. Labor Market Developments
According to Labor Force Survey (LFS) seasonally
adjusted data, in February 2014 there was again a
slight decrease in the unemployment rate (26.5%)
while employment declined moderately by 0.3%.
The unemployment rate remains significantly
higher among the youth; in February 2014 youth
unemployment reached 56.9%, a very high rate,
lower though than the 60.9% unemployment rate
recorded in February 2013. Male and female
unemployment rates were 23.8% and 30.0%
respectively in February 2014 (24.1% and 30.1% in
February 2013).
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According to the monthly data
published by the Ministry of Labour
(http://www.ypakp.gr/) new hires
continued to exceed exits in April for
the fifth consecutive month. More
specifically, new hires exceeded exits
by 60.600, much higher than the
positive balance recorded in March
(14.567 jobs). In April 2014, 61.4% of
new hires are full-time contracts, 28.2%
part-time contracts and 10.3% involve
job rotation. Men outnumbered
women in new hires in April 2014
(52.8% versus 47.2%). Exit rates for
men were also higher (56.6% versus
43.4% for women).

e. External Sector Developments
According to Bank of Greece data, the CA
balance
improved
significantly
by
approximately €1.2 bn or 53.2% y-o-y over the
first three months of 2014. CA deficit in March
2014 dropped to €44 million from €1.24 bn last
year, reflecting a substantial improvement in
the current transfers and services’ surpluses.
Trade and income deficits were reduced
compared to the previous year. The primary
current account marked a surplus of
approximately €38 million. Based on rolling 12month calculation, the CA is in surplus of
approximately €0.2 bn and the primary CA is
in surplus of approximately €0.4 bn.
In March 2014, the trade deficit declined by
6.8% y-o-y. This is attributed to the improvement of the oil balance (by 25.1% y-o-y) and the slight improvement of
the trade balance (exc. ships & oil) of 3.1% y-o-y. Exports of goods increased by 5.0% y-o-y, and imports of goods
decreased slightly by 0.3% y-o-y.
Higher surplus in the net travel balance (by €48 million) and the net transport balance (by €197 million) led to a
significant improvement of the services surplus by 91.6% y-o-y. The income deficit was reduced by 70.9% y-o-y
mostly due to a decrease in interests and profits payments by 42.6% y-o-y. The Current Transfers balance showed a
surplus of €2.2 bn, up by €518 million year-on-year. This development is mainly due to higher General Government
net transfer receipts, mainly from the EU.
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Developments in the financial account reflect a net
inflow of about €93 million in direct investment and
a net inflow of almost €310 million in portfolio
investment. Direct investment of residents abroad
marked a net outflow of almost €195 million and
direct investment of non residents in Greece
rebounded in March posting a net inflow of
approximately €288 million, from 100 million in
February. This is mostly attributable to the inflow of
€200 million from the participation of the parent
company Crystal Almond in Wind Hellas’s capital
increase.
On a customs basis (www.statistics.gr), total exports of goods in March 2014 increased by 1.4% (-5.5% in March
2013). Total imports of goods increased by 7.1% (-28.4% in March 2013). Overall, the trade deficit of goods
deteriorated by 14.7% in March 2014 (46.0 % improvement in March 2013). Exports of goods (excl. fuels) declined
by 5.9% in March 2014 -8.3% in March 2013) and imports of goods (excl. fuels) increased by 17.0% (-19.1% in
March 2013).
The tourism sector is expected to significantly contribute to the recovery of the Greek economy according to the
Association of Greek Tourism Enterprises (SETE). Tourist arrivals and Travel receipts have been increasing on a yo-y basis since May 2013 (Bank of Greece). In March 2014, tourist arrivals increased by 26.1% y-o-y, compared to a
0.5% increase in March 2013. Similarly, travel receipts increased in March 2014 by 29.1% y-o-y compared to a
reduction of 6.5% y-o-y in March 2013. Overall, in Q1 2014 tourist arrivals increased by 16% y-o-y compared to
4.6% in Q1 2013. Travel receipts increased by 21.7% y-o-y compared to a fall of 2.6% in Q1 2013.
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III. News / Announcements
The Eurogroup in its statement on Greece (May 5) welcomed the positive macroeconomic developments in the
Greek economy. According to the statement: “The economic adjustment programme is starting to pay off and is
proving to be a cornerstone for Greece's return to sustainable and balanced growth. Fiscal performance continues
to be strong….. Moreover, the recent return of the Hellenic Republic and of Greek banks to the international capital
markets is an encouraging sign of increasing market confidence and is an important first step towards regaining
broader market access……The significant adjustment made allows the Greek economy to enter now a new phase,
moving from stabilization and recovery to sustainable growth. The long-term strategy to foster growth presented to
us by the Greek authorities shows a clear ownership and determination to continue the reform path.”
For further information: http://eurozone.europa.eu/media/527463/20140505-Egr-statement-Greece.pdf
According to the OECD Economic Outlook presented in May 6, output growth in the Greek economy will turn
positive in the course of 2014, although it will stay in negative grounds for the year, gaining additional strength in
2015 as expanding global markets and improved competitiveness boost exports and investment. The
unemployment rate will decrease slowly. Prices and wages will keep falling, although at a moderate pace. The
current account is set to remain in surplus. Its detailed projections for Greece are as follows:

-

For further information: https://www.oecd.org/eco/outlook/greece-economic-forecast-summary.htm
Recently announced economic policy reforms can be found at the Ministry’s website: www.minfin.gr/portal/en
Ministry of Finance, Directorate General for Economic Policy
Directorate of Macroeconomic Analysis and Forecasting
Tel: 210-3332803, Email: d.ntertsou@mnec.gr
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