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RECOVERY BUT RISKS REMAIN 
The Greek economy continues to recover, 
with 0.6 q/q GDP growth in Q2 and the 
slowest contraction in annual terms in 
over seven years (-0.3% y/y). Exports 
remained the main driver of the recovery, 

with 5.5% y/y growth. Moreover, positive signs emerged in other 
parts of the economy, with retail sales up by 3.9% y/y in June and 
4.8% y/ in July and the August manufacturing PMI survey pointing 
to expanding business activity. However, confidence and high 
frequency data have deteriorated once again in recent months.  

SETBACKS AFTER POSITIVE START TO THE YEAR 
After an upbeat reading for manufacturing PMI in August, the 
September survey slipped back to contraction territory. Similarly, 
the EC’s economic sentiment indicator dropped to 99.3 in 
September after reaching a peak of 104.1 in June. High 
unemployment and a large negative output gap continue to weigh 
on earnings growth and undermine the prospects for 
consumption. However, unemployment has been falling steadily 
and wages in the second quarter decreased by just 1.0% y/y 
compared to 9.1% a year earlier. 

POLITICAL UNCERTAINTY SLOWS INVESTMENT 
The return to growth had a positive effect on government 
revenues, with a budget surplus of €2bn in the eight months to 
August. Tax revenues are up and deflationary pressures appear to 
be abating with inflation down to just -0.3% in August compared 
to less than -1% over Q1 and Q2. This has prompted the 
government to relax austerity in order to relieve the burden on 
Greece’s population, regain popularity and avert early elections. 
This could disrupt the ongoing adjustments, undermine 
confidence and affect the long-term growth potential of the 
economy. Indeed, Greece’s benchmark bond yields rose above 
9% for the first time this year as growing political instability raised 
doubts about Athens’ ability to sustain its heavy debt burden.  

OUTLOOK 
The economy is expected to record marginally positive growth in 
2014 thanks to an increase in tourism, exports and consumption 
after years of decline. A return to more broad-based growth is 
anticipated for 2015 with an upturn in private investment and 
further export growth on the back of increased external 
competitiveness due to lower unit labour costs. However, the 
weak economic outlook for the euro area, especially in the retail 
sector, does not bode well for Greek exports. In addition, 
ongoing deflation, very high unemployment and very high levels of 
government debt are expected to weigh on the recovery in the 
years ahead. 

MARKET OUTLOOK 
GDP: Marginal growth in 2014 and a rebound in 

2015.  

Inflation: Deflation expected until the end of 2014.  

Interest rate: On hold.  

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

 

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

GDP growth -7.1 -7.0 -3.9 0.2 1.9 
Consumer spending -7.6 -9.3 -5.9 0.1 0.8 
Industrial production -7.8 -3.4 -3.2 -0.7 1.7 
Investment -19.6 -19.4 -12.8 1.4 5.1 
Unemployment rate (%) 17.9 24.5 27.5 26.9 25.5 
Inflation 3.3 1.5 -0.9 -1.0 0.0 
US$/€ (average) 1.39 1.28 1.33 1.33 1.24 
US$/€ (end-period) 1.29 1.32 1.38 1.26 1.22 
Interest rates: 3-month (%) 1.4 0.6 0.2 0.2 0.1 
Interest rates 10-year (%) 19.0 24.3 10.2 6.6 6.9 
NOTE: *annual % growth rate unless otherwise indicated. E estimate F forecast 
Source: Oxford Economics Ltd. and Consensus Economics Inc 
 

ECONOMIC & POLITICAL BREAKDOWN 
Population 11.0 million (2013) 
GDP US$ 241.9 billion (2013) 
Public sector balance -12.2% of GDP (2013) 
Public sector debt 174.9% of GDP (2013) 
Current account balance 0.7% of GDP (2013) 
Parliament New Democracy and PASOK 
President Karolos Papoulias 
Prime Minister Antonis Samaris 
Election dates 2015 (Presidential)  

2016 (Parliamentary) 
 

ECONOMIC ACTIVITY 
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