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FURTHER FALLS 
GDP fell by 6.8% in 2011, marking a fourth 
consecutive year of decline. Conditions 
deteriorated towards the end of the year, 
with GDP falling by 7.5% in Q4. 2012 is 
likely to see a contraction similar to the 

one in 2011 as profound weaknesses within the Greek economy 
persist and adverse external environment is likely to continue at 
least until mid-2012. 

FIRST DEBT SWAP ACCOMPLISHED 
The first private sector debt swap was agreed on in March, with 
most holders of Greek bonds accepting or forced to accept 
discounted yields, a move possible thanks to ‘collective action 
clauses’ put retrospectively into bondholders’ contracts. The deal 
paved the way for another €130bn of financing from the IMF, 
which will however be accompanied by requirements of further 
austerity. Austerity totalling 5.5% of GDP will be required in 
2013-2014 in order to close the gap in the budget. 

WORRIES REMAIN 
Despite reaching an agreement with bondholders, the 
government still suffers from unsustainable bond yields and 
persistently high public debt, with the latter likely to rise in the 
short term due to the ongoing slowdown, causing government 
revenues to fall. Public debt is not expected to return to 
sustainable levels until 2020, when it is estimated to reach 120% 
of GDP. Austerity measures and rising unemployment as well as a 
negative outlook for the eurozone and thus for Greek exports 
are leading to exacerbation of the country’s fiscal stance. Taking 
the economy back on the growth path will require successful 
structural reforms tackling the labour market inefficiencies as well 
as low tax receipts. 

OUTLOOK 
A further contraction of a similar magnitude as in 2011 is now 
expected this year as consumer spending remains affected by high 
unemployment, falling wages and uncertainty, while investment is 
subdued due to low domestic and external demand. In addition, 
net exports are unlikely to pick up until mid-2012, with an 
impending recovery in the rest of the eurozone. The Greek 
economy will continue to struggle as all components of growth 
are expected to fall, which will not be accompanied by a marked 
improvement in fiscal accounts in the short or medium term. Due 
to these developments, there is a renewed risk of social unrest, 
putting continuity of the austerity programme in its current shape 
at risk. The upcoming May parliamentary election adds to this 
uncertainty.  

MARKET OUTLOOK 

GDP: Contraction of a similar magnitude as in 2011 
expected this year. 

 

Inflation: Inflation to fall substantially throughout 2012.   

Interest rate: ECB anticipated to hold interest rates on hold.  

Employment: Unemployment will continue rising.  

 

ECONOMIC SUMMARY 
ECONOMIC INDICATORS* 2009 2010 2011E 2012F 2013F 

GDP growth -2.3 -4.4 -6.8 -5.6 -1.1 

Consumer spending -1.8 -4.6 -6.8 -6.1 -2.9 

Industrial production -9.4 -5.9 -8.4 -1.7 -3.2 

Investment -11.2 -16.5 -20.8 -6.5 -2.4 

Unemployment rate (%) 9.4 12.5 17.0 21.5 22.9 

Inflation 1.2 4.7 3.3 1.3 0.7 

US$/€ (average) 1.39 1.33 1.39 1.29 1.30 

US$/€ (end-period) 1.44 1.34 1.29 1.28 1.30 

Interest rates: 3-month (%) 1.2 0.8 1.4 1.1 1.1 

Interest rates 10-year (%) 5.2 9.2 19.0 37.0 37.0 
NOTE: *annual % growth rate unless otherwise indicated. E estimate F forecast 
Source: Oxford Economics Ltd. and Consensus Economics Inc 
 

ECONOMIC & POLITICAL BREAKDOWN 

Population 11.3 million (2010) 

GDP US$ 303.1 billion (2011) 

Public sector balance -10.0% of GDP (2011) 

Parliament Pasok 

President Karolos Papoulias 

Prime Minister Lucas Papademos 

Election dates May 6th 2012 (Parliamentary) 
2015 (Presidential)  

 

ECONOMIC ACTIVITY 

 
Source: Cushman & Wakefield 
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