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Executive Summary

It is extremely likely that the anticipated economic recovery will
suffer from lack of funding.

Investments in Greece are historically connected to GDP increase,
and from 2009 onwards they collapsed creating an environment of
technological and competitiveness hysteresis.

Funding from the Public Investment Plan (PIP) has been weak due
to fiscal limitations, while Foreign Direct Investment (FDI)
contributes less than 10% of total investments.

Greece ischaracterised by a significant competitiveness deficit
stemming from limited investments.

Investment needs for 2017-2022, compatible with rapid economic
growth trends,aree st i mat ed 2a70bn,ut oreseenblal
funding flows are not enough to coverthem.

The structural difficulties in  mobilising capital for investments are:

A companies offer low yields Greece has entered a vicious
A economy is under a credit squeeze Cycle of recession and credit
A savings continue to decline Stagnation which has
A non -performing loans are expanding completely undermined
A Aisofto financing has dwindl ed competitiveness

The trust gap towar ds fequeemenss i nc a5 c V' €

leading to an investment gap.
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It is necessary todevelop anew set of policies that will facilitate
growth taking into consideration that :

A foreign funds are unlikely to cover a large part of the
investment gap, as they have not until today

A the current fiscal situation does not allow for significant
state funding of investments

A any increase in the investment rate goes through substantial
reforms and mobilisation of Greek capital

lnvestorsoé trust towards the cour,. \\

coordinated policies based on 8 dimensions.

i. strengthening confidence in political processesand
institutions

il. active management of non-performing loans

iii. acceleration of infrastructure investments

iv. restructuring of the housing market

v. changing the financial sector architecture

vi. mobilisation of institutional equity for Small -Medium
Enterprises (SMES)

viiincrease of Asofto financing

viii. adoption of a stable tax system

remind you that credit i

of prices and jobso
Herbert Hoover (315t President of the USA)
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These policies are considered
viable under current economic

and financial circumstances,
heweverin bitef to’bhe éffectivé
they must be carefully planned
and implemented with
consistency and integrity
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| Creditless Recovery

A Bank credit is of utmost importance in the modern economy, since it strengthens the economic activity of a country.
Its shortage causes a reductionin spending at a company level,while it affects economic growth at a macro level

A Following a recessionary cycle, there are cases of economic recovery without the actual use of credit

A According to an IMF study (" Creditless Recoveries", 2011)a recovery is called creditless when, during its
first three years, the change in bank credit is zero or negative . Although these kind of incidents are more

frequent in developing countries and emerging markets, they can also be present in developed economies

A In order to limit the phenomenon of insufficient credit flows, policies are neededto:

A restore the supply of credit
A cushion the effects ofdeleveraging in the economy and

A address theundercapitalisation of financial institutions
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The path towards a creditless recovery

A In their studies, the | MF Créditless Recoverie IMF 2011)and the E C B Ddtefiminants of Creditless Recoverie
ECB 2011 argue that a recovery following a recessioncan occur either with or without access to credit

A Thefrequency of a creditless recovery is about 1 out of 5, with higher probability of occuring in emerging
economies

Correlation of a creditless recovery with macroeconomic Average annual GDP growth during the first three
variables years of a recovery
Type of recovery Observations Mean St. Deviation
Investment - During a creditless recovery, investment
Consumption plays a much lesser role in growth than Recovery with
: ; : 6.3% 3.8%
private and public consumption credit
Creditless
Credit growth The change in the rate of credit is more recovery & e S

important than the credit itself: an economy

, Source:l MF, fACreditloes2O0Rd i
can recover when the rate of creditgrowth ource ntredrtioes covertes

t d ing, if it i ti . .
SHERS IR, CEr IS g et The annual GDP growth ina credit -
i 0,
Employment Employment dynamics do not differ, on f‘%”ded recovery IS on average 40 /o
average, from those in recoveries with credit higher than the one of a creditless
recovery over its firstthree years
Source:ECBfDet er mi nants of Creditless Recoverieso, 2011
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| In the aftermath of a financial crisis, economies can quickly
recover using investment or remain on a sluggish path due
to inadequate funding

Relative frequency (%) of a creditless recovery based Economic factors leading to a creditless
on the financial environment recovery

1. Drop in the available credit growth rate

84%

2. Squeeze of the construction sector, coming
mainly from the housing market

3. Extensive credit expansion before the recession
accompanied by a banking crisis

4. Increased economic pressure leading to
cumulative household and business expectations,who
oo Credit boom Banking Crisis ol v_wth the first exit _from the recession gycIeS|gns are
likely to abruptly increase their spending, therefore
creating a virtuous growth circle (rebound effect)

Il Recovery with credit [ Creditless Recovery

Source: I MF, iCreditless Recoveriesbo, 2011
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