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GOOD NEWS AMID DECLINE 
A freefall in the Greek economy continued 
in Q2 with a 6.3% y/y contraction. 
Investment, construction and employment 
were hit particularly hard. What is worth 
noting, June and August industrial 

production was a bright spot in the otherwise gloomy economy, 
possibly signifying that structural reforms and austerity are finally 
bearing fruit. Deep contraction is still expected in 2012 and 2013, 
with risks on the downside due to the slowdown in the euro 
zone and US. 

WEAKEST LINKS 
The collapse in investment has been particularly sharp due to 
tight credit conditions and ongoing risk aversion making 
businesses reluctant to expand. Another particularly weak 
element of the economy - construction - has also been hit by a 
compression of credit, as well as by falling incomes and property 
levies imposed by the government as part of its austerity 
programme. Shrinking private and public sectors are weighing on 
unemployment, which increased from 23.1% in June to 24.4% in 
July (marginally lower than in Spain) and is anticipated to peak in 
mid-2013. 

GOVERNMENT TO RENEGOTIATE THE DEAL 
The ambitious 3% budget deficit target for 2014 is looking 
increasingly unrealistic due to disappointing tax revenues, despite 
the government ‘inventing’ new burdens to patch the downfall. 
The new centre-left government is trying to address it by 
lobbying to extend its bailout programme to 2016, which would 
allow it to spread €11.5bn of planned cuts across 4 years, rather 
than in the currently short period of 2013-14. The extension is 
unpopular with EU politicians, but has been backed by the head of 
IMF and is widely deemed the most likely prospect. In addition, 
the statement repeated like mantra by troika officials that Greece 
may get more time but not more money is already being 
recognised to be impossible. In the meantime, negotiations on the 
third bailout tranche are protracted as the coalition and the 
creditors have disagreed on new austerity measures. 

OUTLOOK 
A deep contraction is expected to continue throughout the rest 
of 2012 and in 2013. With a downgrade of medium-term growth 
in the euro zone, recovery in Greece will be delayed as a boost 
from external demand is expected to be limited and positive 
growth is unlikely until 2016. The ECB’s announcement of 
unlimited purchases of bonds in distressed euro zone economies 
is encouraging, but will benefit Portugal, Spain and Ireland more 
than Greece. The troika report next month remains critical for 
Greece’s future in the euro zone. 

MARKET OUTLOOK 

GDP: Contraction to continue.  

Inflation: To fall substantially throughout 2012 and 2013.   

Interest rate: A cut to 0.5% is anticipated this year.  

Employment: Unemployment will continue rising.  

 

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

GDP growth -3.3 -3.4 -6.9 -6.3 -3.3 

Consumer spending -1.2 -3.8 -7.1 -8.5 -3.0 

Industrial production -9.4 -5.9 -8.2 -4.7 -2.7 

Investment -15.2 -14.8 -20.8 -20.0 -16.6 

Unemployment rate (%) 9.5 12.6 17.7 23.8 26.6 

Inflation 1.2 4.7 3.3 0.4 2.7 

US$/€ (average) 1.39 1.33 1.39 1.27 1.24 

US$/€ (end-period) 1.44 1.34 1.29 1.20 1.21 

Interest rates: 3-month (%) 0.7 1.0 1.4 0.2 0.3 

Interest rates 10-year (%) 5.8 12.5 35.5 18.4 25.2 
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$ 299.7 billion (2011) 

Public sector balance -9.2% 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 

-5.0

-2.5

0.0

2.5

5.0

-10.0

-5.0

0.0

5.0

10.0

2001 2003 2005 2007 2009 2011 2013 F

GDP GROWTH (annual %) - left INFLATION (annual %) - right

GREECE 

 
 

 

 
 

 

 

 

ECONOMIC SNAPSHOT 
 

  
 

MARKETBEAT 
 

A Cushman & Wakefield Research Publication 

 

Q3 2012 
 

mailto:unsubscribe@eur.cushwake.com�

	/ good news amid decline
	weakest links
	government to renegotiate the deal
	OUTLOOK

