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STILL RUNNING BACKWARDS 
A particularly sharp contraction was 
recorded in Q3, with GDP shrinking by 
7.2% y/y. Deepening economic weaknesses 
and pessimistic debt projections as well as 
additional austerity sparked protests 

across the country in November. Signs of improvements in 
manufacturing seen in the summer have diminished as a result of 
the slowdown in the global economy. 

BAILOUT AGREED 
A new bailout was announced after lengthy negotiations between 
the government and its international creditors. After ratification 
of the agreement by national governments, €43.7bn will be 
gradually released by the troika. The deal consists of three main 
elements. Firstly, it relaxes Greece’s fiscal targets, with the target 
for primary surplus of 4.5% shifted from 2014 to 2016 and the 
debt target for 2020 lowered from 120% of GDP to 124%. 
Secondly, the troika reduced Greece’s debt burden by cutting 
interest rates on its bailout loans and by extending their maturity. 
In addition, the country’s creditors from the EU have been 
committed to return all profits made from Greek bond buying 
back to Athens. Finally, conditionality in the new bailout has been 
enhanced, with a shortfall on one target now required to be 
made up for elsewhere. 

IMPACT OF UNCERTAINTY 
The ongoing uncertainty around the future of the Greek 
economy, despite being alleviated by the recent bailout, continues 
to hinder business activity as firms are reluctant to expand and 
prefer to ‘wait and see’. In addition, businesses face tight credit 
conditions and a slowdown in the EU and US. This has had 
knock-on effects on consumers, as widespread lay-offs increase 
unemployment, which has already reached 25%. Consumers’ 
purchasing power has also been hindered by austerity. The 
additional €13.5bn of tightening for 2013-14 has been narrowly 
passed in parliament in order to meet the requirements for the 
recent bailout. This will affect public workers, families, pensioners 
and the poor in particular. 

OUTLOOK 
The contraction in GDP is now expected to be even deeper than 
previously expected, with new austerity measures putting more 
pressure on the private and public sectors. Greece is not 
expected to return to positive growth until 2015. On a positive 
note, the recent agreement with the troika is crucial in the 
context of ensuring Greece’s membership in the euro zone. 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: Recession to intensify in H1.  

Inflation: To ease substantially at the start of 2013.   

Interest rate: On hold.  

Employment: Unemployment will continue rising.  

 

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

GDP growth -4.9 -7.2 -5.8 -4.5 -1.3 

Consumer spending -6.4 -7.7 -7.6 -2.2 -2.1 

Industrial production -5.9 -7.8 -3.1 -2.4 -1.3 

Investment -14.8 -19.6 -20.6 -21.5 0.8 

Unemployment rate (%) 12.6 17.7 24.3 27.8 28.3 

Inflation 4.7 3.3 1.5 0.2 1.4 

US$/€ (average) 1.33 1.39 1.28 1.27 1.21 

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

Interest rates: 3-month (%) 0.8 1.4 0.6 0.2 0.3 

Interest rates 10-year (%) 12.5 35.5 11.8 15.0 14.9 
NOTE: *annual % growth rate unless otherwise indicated. E estimate F forecast 
Source: Oxford Economics Ltd. and Consensus Economics Inc 
 

ECONOMIC & POLITICAL BREAKDOWN 

Population 11.3 million (2011) 

GDP US$ 290.5 billion (2011) 

Public sector balance -9.4% 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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