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DECLINE CONTINUES 
The Greek economy continues to decline, 
with a smaller than previously expected fall 
in real GDP recorded in Q4 (-5.7% y/y), 
after a particularly sharp contraction in Q3 
(-6.7%). 2012 as a whole resulted in an 

annual contraction of 6%, bringing the total decline since the start 
of the recession in 2008 to 20%. Falls in private consumption and 
investment were particularly sharp in Q4, while net trade 
contributed to growth thanks to imports shrinking by much more 
than exports. PMI surveys suggest a further deterioration in Q1. 

INVESTMENT DECLINE TO MODERATE 
Despite a significant internal devaluation in a form of rapidly 
falling wages, Greek exports have had a poor performance 
compared with other peripheral EU economies. Reforms are 
therefore needed to ensure that lower input costs translate into 
lower prices, through boosting productivity and competition. 
Subdued exports have dampened investment, which is now well 
placed to recover, however, thanks to improved business 
confidence on the back of stabilisation in the euro zone and a 
greatly reduced likelihood of a Greek exit. 

SUBDUED CONSUMPTION  
Job losses, wage cuts, tax rises and uncertainty will continue to 
weigh on consumption, which is forecast to shrink by over 7% 
this year. Unemployment in Greece is rising, with the current 
25% jobless rate expected to peak at 28% next year on the back 
of slowing activity, but also additional public sector cuts and 
labour market liberalisation measures. Mild deflation expected for 
this year is anticipated to offer some support to consumers. 

OUTLOOK 
The risk of a ‘Grexit’ has been greatly reduced, a new tranche of 
funding was released by the troika at the end of last year and a 
large number of bailout conditions were relaxed. Risks to future 
growth are thus more balanced, albeit they have not diminished 
completely. Austerity fatigue, which may trigger political 
instability, patchy implementation of structural reforms and a lack 
of long-term policy action for improving competitiveness are the 
main concerns with regards to future recovery. In the medium 
term, competitiveness is likely to be restored and Greece should 
return to growth in 2014 or 2015. The need for a more 
substantial debt relief for Greece is becoming the mainstream 
view, although is not expected for political reasons until the 
German parliamentary election in autumn 2013. 
 
 
 
 

MARKET OUTLOOK 

GDP: Sharp decline is expected to continue, but 
should be shallower than in 2012. 

 

Inflation: Deflation expected this year.  

Interest rate: On hold.  

Employment: Unemployment will continue rising.  

 

ECONOMIC SUMMARY 
ECONOMIC INDICATORS* 2010 2011 2012E 2013F 2014F 

GDP growth -4.9 -7.2 -6.4 -4.9 -1.4 

Consumer spending -6.4 -7.7 -9.1 -7.5 -2.0 

Industrial production -5.9 -7.8 -3.2 -2.0 0.0 

Investment -14.8 -19.6 -19.4 -5.1 1.5 

Unemployment rate (%) 12.6 17.7 24.4 28.0 28.9 

Inflation 4.7 3.3 1.5 -0.1 1.3 

US$/€ (average) 1.33 1.39 1.28 1.28 1.21 

US$/€ (end-period) 1.34 1.29 1.32 1.24 1.18 

Interest rates: 3-month (%) 0.6 1.2 0.6 0.2 0.3 

Interest rates 10-year (%) 9.3 19.0 24.3 11.7 11.5 
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 (2012) 

GDP US$ 249.0 billion (2012) 

Public sector balance -6.8% of GDP (2012) 

Parliament New Democracy with the support of 
PASOK and DIMAR 

President Karolos Papoulias 

Prime Minister Antonis Samaris 

Election dates 2015 (Presidential)  
2016 (Parliamentary) 

 

ECONOMIC ACTIVITY 

 
Source: Cushman & Wakefield 
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