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FURTHER DECLINE 
GDP fell by another 6.5% y/y in Q1, with 
pronounced declines especially in fixed 
investment. Numerous weaknesses within 
the Greek economy and continuous 
austerity are likely to bring a contraction in 

GDP this year on a par with the one seen in 2011. 

ANOTHER TRANCHE OF FUNDING APPROVED 
At the start of July, the troika agreed on awarding Greece the 
remaining portion of the second bailout deal worth €130bn. This 
followed a repeated parliamentary election in mid-June, following 
an inconclusive vote in May, and formation of a pro-bailout three-
party coalition led by Antonis Samaris. Funds were disbursed 
from the European Financial Stability Facility (EFSF), the euro 
zone's new temporary bailout fund. The third bailout is expected 
by the end of August, although growing discontent with harsh 
austerity measures, which are conditions attached to the troika 
deals, as well as a lack of successes in meeting fiscal targets, 
maintain the possibility of rejecting international financial 
assistance and leaving the euro zone by Greece.  

GOVERNMENT TO RENEGOTIATE THE DEAL 
Public discontent with the bailout deal as well as its destructive 
effect on growth may be tackled by amending its terms. The new 
coalition seeks open negotiations with the troika on introducing a 
freeze in public sector employment cuts, tax reductions, new 
benefits for the poor and unemployed, as well as an extension in 
budget deficit targets. Greece’s creditors are expected to be 
reluctant to endorsing these concessions, although disappointing 
progress in meeting fiscal targets, as well as growing recognition 
across Europe that austerity needs to be balanced with pro-
growth measures, suggest that tweaks in the bailout deal are 
plausible. Meeting the budget deficit target of 7.3% for this year is 
highly unlikely given that the central government deficit has 
reportedly increased this year. Lags in fiscal consolidation will 
make it more difficult to achieve surpluses of around 4.5% from 
2014, estimated to be necessary to bring public debt down from 
the current 160% of GDP to 120% in 2020. 

OUTLOOK 
A free fall is expected to continue in the Greek economy 
throughout the rest of 2012 and in 2013. Weak confidence and 
subdued domestic and external demand will continue to weigh on 
investment, exports and consumption, with the latter additionally 
affected by unemployment continuing to rise in both private and 
public sectors. The decline is not likely to be accompanied by 
successful fiscal consolidation in the short term, which will 
further erode trust in the economy and increase the risk of an 
exit from the euro zone. 

MARKET OUTLOOK 

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

 

Inflation: To fall substantially throughout 2012 and 2013.   

Interest rate: To remain unchanged this year after a cut to 
0.75% in July. 

 

Employment: Unemployment will continue rising.  

 

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

GDP growth -3.3 -3.4 -6.9 -6.8 -2.6 

Consumer spending -1.2 -3.7 -7.1 -8.3 -3.0 

Industrial production -9.4 -5.9 -8.3 -3.8 -2.0 

Investment -15.2 -15.0 -20.6 -24.8 -3.3 

Unemployment rate (%) 9.4 12.5 17.3 23.3 24.9 

Inflation 1.2 4.7 3.3 0.6 1.9 

US$/€ (average) 1.39 1.33 1.39 1.27 1.28 

US$/€ (end-period) 1.44 1.34 1.29 1.26 1.29 

Interest rates: 3-month (%) 1.2 0.8 1.4 0.7 0.5 

Interest rates 10-year (%) 5.2 9.2 19.0 28.7 26.6 
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 -9.04% of GDP (2011) 

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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