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DECLINE EASES 
The decline within the Greek economy 
continues to ease and a 2.3% y/y drop in 
output was recorded in Q4 – the slowest 
pace of contraction since the country 
received its bailout in 2010. Fundamentals 

are improving, with the economy running a primary budget 
account surplus and a positive current account balance thanks to 
easing deflation and a softer GDP decline. Nevertheless, the 
short term outlook is uncertain, as indicated by volatile PMI 
surveys, with the manufacturing index slipping below the 50 
expansion-contraction mark in March after entering expansion 
territory in February. Another small decline in GDP is therefore 
expected in 2014 followed by a return to growth in 2015. 

DEBT REMAINS A WORRY 
The government closed its negotiation talks with the troika after 
agreeing to implement additional product and labour market 
reforms, introduce further spending cuts and speed up its 
privatisation programme. No more tax hikes will be introduced, 
however, as announced by the prime minister during his 
European election campaign. The country’s funding gap and 
overall debt levels remain at high levels and thus the third bailout 
and a debt relief programme are highly probable.  

CONSUMERS REMAIN WEAK 
Consumer spending is expected to lag behind the rest of the 
economy due to depressed confidence, ongoing government 
austerity, high unemployment and downward pressures on wages 
on the back of abundant spare capacity in production. Given 
private consumption’s large share in the economy, it is expected 
to offset most of the gain from robust net exports this year. On a 
positive note, a slight fall in unemployment at the start of this 
year and ongoing deflation will provide a relief to households’ 
budgets. Inflation is expected to remain negative throughout 2014 
before returning to positive territory in 2015. By that time the 
labour market is expected to start improving more markedly. 

OUTLOOK 
The economy is expected to contract by 0.1% in 2014 and 
rebound by 1.5% in 2015, driven by net exports. Rising export 
orders on the back of higher external demand and improving 
competitiveness of Greek producers are gradually feeding into 
private investment activity. Indeed, PMI surveys for Q1 2014 
posted the best quarterly average since Q3 2008 and ticked up to 
as much as 51.8 in February, indicating an improvement this year, 
although they remain volatile. Private and government 
consumption is anticipated to lag behind the rest of the economy 
in the medium term as austerity and a real wage decline continue. 

MARKET OUTLOOK 
GDP: A modest contraction in 2014 and a recovery 

from 2015 onwards.  

Inflation: Deflation expected until the end of 2014.  

Interest rate: On hold.  

Employment: Further gradual falls in unemployment, albeit 
from a very high level, likely this year.  

 

ECONOMIC SUMMARY 
ECONOMIC INDICATORS* 2011 2012 2013 2014F 2015F 

GDP growth -7.2 -7.0 -3.9 0.1 1.5 
Consumer spending -7.7 -9.3 -5.9 -0.8 0.9 
Industrial production -7.8 -3.4 -3.6 0.9 1.6 
Investment -19.6 -19.4 -12.7 -1.8 3.9 
Unemployment rate (%) 17.7 24.3 27.3 28.3 27.7 
Inflation 3.3 1.5 -0.9 -0.9 -0.1 
US$/€ (average) 1.39 1.28 1.33 1.30 1.25 
US$/€ (end-period) 1.29 1.32 1.38 1.27 1.23 
Interest rates: 3-month (%) 1.4 0.6 0.2 0.2 0.1 
Interest rates 10-year (%) 19.0 24.3 10.2 6.3 5.5 
NOTE: *annual % growth rate unless otherwise indicated. E estimate F forecast 
Source: Oxford Economics Ltd. and Consensus Economics Inc 
 

ECONOMIC & POLITICAL BREAKDOWN 
Population 11.1 million (2013) 
GDP US$ 241.8 billion (2013) 
Public sector balance -12.7% of GDP (2013) 
Public sector debt 175.1% of GDP (2013) 
Current account balance 0.6% of GDP (2013) 
Parliament New Democracy and PASOK 
President Karolos Papoulias 
Prime Minister Antonis Samaris 
Election dates 2015 (Presidential)  

2016 (Parliamentary) 
 

ECONOMIC ACTIVITY 

 
Source: Cushman & Wakefield 
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