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Flood-related agricultural
production losses and a
temporary weakening in
fixed capital investment,
weighed on Q4:2023
activity, but GDP growth
is expected to regain
momentum in 2024
exceeding 2.5%
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e Greece’s GDP increased by 2.0% y-o-y in FY:2023 outpacing the euro
area average (+0.4% y-o-y) for a 3rd consecutive year.

e GDP growth eased to 1.2% y-o-y in Q4:2023, as the flood-related drag
was larger than initially expected.

e GVA data on sectoral production, in constant price terms, showed an
unprecedented fallin agricultural production by 17.6% y-o0-y in Q4:2023
(-13.9% g-o0-q, s.a), which subtracted 0.55 pps from GDP in Q4:2023
and 0.15 pps in Q3:2023. The combined drag on FY:2023 GDP from the
destruction of agricultural output reached an estimated 0.35 pps.

On a positive note, private consumption accelerated to 1.8% y-o0-y in
Q4:2023 (adding 1.3 pps to GDP growth) from 1.2% y-o-y in Q3:2023,
supported by favorable labor market conditions and rising non-labor
income.

Net exports also had a positive contribution to economic growth (0.8
pps y-o-y in Q4 and 0.5 pps in FY:2023), with total exports — led by
tourism - increasing by 2.1% y-o0-y, in constant price terms, in Q4
(+2.8% in FY:2023) outpacing total imports. Total exports climbed to an
all-time high of 38.4% of GDP, in constant price terms, in FY:2023.

A drop in GFCF by 5.7% y-o-y in Q4:2023 - for the first time since
Q2:2020 - subtracted 0.9 pps from Q4 GDP growth. It resulted mainly
due to very negative base effects on residential construction as well as
investment on machinery and ICT equipment, and a backloading of PIB
spending. It is considered temporary.

Indeed, deferred investment from 2023 (including reconstruction
projects in Central Greece), the acceleration in RRF and FDI-related
capital expenditure, and the expected easing of monetary policy from
mid-2024, are going to support a double-digit GFCF growth in 2024
(10.2% y-0-y).

Private consumption is also set to strengthen further in 2024 (growing
by c.2.0% y-o-yfrom 1.6% in 2023) on the back of higher real disposable
income growth, comprising both rising employment and wages
(including a new increase in the minimum wage in April 2024 and the
firstadjustmentin public servants’ wages in 13 years applied in January
2024), as well as lower CPI inflation (estimated at 2.5%, or lower, in
2024 from 3.5% in 2023).

Available information from a limited number of leading and
conjunctural indicator releases for Q1:2024 (ESI and sectoral business
components, manufacturing PMI, labor force survey and industrial
production trends) bodes well for an acceleration in GDP growth to
1.8% y-0-y (0.7% s.a g-0-q, according to the latest estimate of the NBG
economic analysis “nowcasting” model) and to c. 2.5% in FY:2024.
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The Greek economy continued to Flood-related agricultural production losses and a

outpace the euro area average for a 3rd X L . . .
consecutive year temporary weakening in fixed capital investment weighed

on Q4:2023 activity, but GDP growth is expected to regain

GDP index: Greece vs Euro area
momentum in 2024 exceeding 2.5%
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3 4 Sf,ﬁ?;,i?r?f;s L o6 Greece’s GDP increased by 2.0% y-o-y in FY:2023, broadly in line

with our updated estimate (+2.1% in NBG “Greece Macro Flash”
report, December 2023) outpacing the euro area average (+0.4%
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y-o0-y) for a 3rd consecutive year, despite the drag on activity
from the catastrophic flood in central Greece. GDP growth
r8s eased to 1.2% y-o-y in Q4:2023, below our October 2023
80 80 estimate of 1.6% y-0-y (see NBG Special Focus report, 5 October
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Moreover, activity — from the expenditure side — weakened
further by a fall in gross fixed capital formation that mainly
reflected temporary factors. On the other hand, private and
dissipates and the flood in central public consumption and net exports posted solid growth and
Greece took its toll on Q4 activity were the main drivers of the 0.2% increase in Q4 GDP in s.a. g-o-
qterms (-0.1% g-0-q in Q3:2023).

GDP growth slowed to 2.0% in FY:2023
as the post-Covid 19 surge in spending

Composition of GDP growth by

expenditure component Specifically, private consumption accelerated to 1.8% y-o-y in
8  contributions - 8 Q4:2023 in constant price terms (1.4% g-o-q s.a.) from 1.2%
inpps
4 - - 4 y-0-y in Q3:2023, on the back of:
- -
0 — 0 i. supportive labor market conditions (total nominal
4 - -4 compensation of employees was up by 5.0% y-o-y in
5 | L -8 Q4:2023),
20 L - 4 e g 12 ii. rising non-laborincome (rents, interest and dividends),
8 8 _8 & RIR iii. higher consumer credit (+3.4% y-o-y in December 2023 from
Consumption  m—=— et Bxports 1.5% in June 2023), as well as,
GDP growth

*including other
statistical discrepancies

iv. positive wealth effects from increasing financial and real
asset prices (house prices up by 11.8% y-o0-y in Q4:2023 and

Labor compensation up by 5% y-o-y in 13.4% y-0-y in FY:2023).
Q4 and consumer credit growth at a 14-
year high, supporting private Regarding the composition of private consumption, spending on
consumption services by residents continued to significantly exceed
Total compensation of employees consumption of goods. The decline in retail trade volume of 3.5%
& consumer loans in Q4:2023 implies that consumption of services increased at an

annual pace of c. 5.0% y-o-y. Public consumption increased by
2.7%y-0-y in Q4 (1.6% y-0-y in FY:2023) mainly due to payments
of social allowances and a part of aid to the flood victims.

Similar trends were observed in FY:2023 GDP data, with private
consumption increasing by 1.6% y-o-y in FY:2023 and total

compensation of employees rising by 5.9% y-o-y (current price
terms) to a 13-year high (c. +2.5% y-o-y in CPI deflated terms).
Accordingly, private consumption added 1.1 pps to FY:2023
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Q4:2022
Q4:2023

I Labor compensation (in €bn, left axis)
e | abor compensation (%, right axis)
Consumer loans (%, right axis)

GDP growth and public consumption 0.3 pps.

Sources: ELSTAT, Bank of Greece & Eurostat NBG ECONOMIC ANALYSIS | Greece: Macro Flash | March 2024 p. 2
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Exports of goods and services climbed
to an all-time high of 38.4% of GDP

resulting to a 0.5-pp boost from net
exports in FY:2023 GDP growth

Exports of goods & services
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The catastrophic flood led to an
unprecedented fall in agricultural

production of-17.6% yoy lowering GDP
by 0.55 pps in Q4 and by 0.35 pps for
the FY:2023

GDP decomposition - production side

6 - contributions - 6
inpps

4 4 L a

2 A

2 N N %) %) %) ™ -2
N I I N I I
o =} =] o o o
~ ] I3 N ~ N
1) < - N e} <
o (o4 (o4 o o o
Industry

mmmmm Construction
mmmmm Retail & wholesale trade, accommodation
Professional, scientific, technical activities
mmmmmm Agriculture, forestry, fishing
Other sectors
—eo— Total gross value added (right axis)

The fall in gross fixed capital formation
in Q4:2024 reflects transitory factors...
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e Machinery & technology equipment (in pps)
Residential construction (in pps)
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Net exports had a positive contribution to economic growth (0.8
pps y-0-y in Q4 and 0.5 pps in FY:2023), with total exports
increasing by 2.1% y-o-y, in constant price terms, in Q4 (2.8% in
FY:2023) outpacing total imports, which slowed to 1.4% in
FY:2023, after two years of very rapid growth. The resilience of
Greek exports, despite the poor performance of Greece’s major
export markets, reflects the dynamism of tourism, which
boosted services exports growth to 4.7% y-o-y in Q4 (4.0% y-o-y
in FY:2023), whereas goods exports dropped by 1.6% y-o-y in Q4
but posted a positive growth of 1.7% in FY:2023. Higher market
differentiation and the relatively low income elasticity of
demand for Greek exports, comprising mainly basic goods,
contributed to their resilience, with total exports rising to an all-
time high of 38.4% of GDP in constant price terms in 2023 (in
nominal terms there was a drop to c. 46% of GDP from c. 50% in
2022 reflecting terms of trade effects). The export performance
would have been even stronger without the negative impact from
the flood on Greek agricultural production, which led to lower
exports and higher imports of agricultural products and related
production inputs. This impact could be more accurately
captured by examining the production-side decomposition of
GDP.

Indeed, GVA data on sectoral production, in constant price
terms, showed an unprecedented fall in agricultural production
by 17.6% y-o0-y in Q4:2023 (-13.9% g-0-q, s.a), which subtracted
0.55 pps from GDP in Q4:2023 and 0.15 pps in Q3:2023. The
direct drag of the flood on annual GDP growth in 2023, from the
production side reached an estimated 0.35 pps and was largely
translated into an equivalent weakening in net exports and
inventories in the expenditure side of GDP decomposition.

The negative production
strengthening in other GVA components in Q4, such as
construction or public sector-related GVA, or an increase in
production subsidies. The main part of the boost to domestic
GVA generation from reconstruction works and production
subsidies, in conjunction with supportive base effects on
agricultural production is expected to occur in 2024.

impact was not offset by a

From the expenditure side, the drop in GFCF by 5.7% y-0-y in Q4
— for the first time since Q2:2020 when the Covid-19 impact
peaked - subtracted 0.9 pps from Q4:2023 GDP due to the
following factors:

e Lower investment in machinery and equipment (-16% y-0-y in
Q4 including ICT and weapon systems and excluding transport
equipment), which should be attributed to: a) an adverse base
effect from increased activity in Q4:2022 including deliveries
of weapon systems; and b) a further decline in capital

NBG ECONOMIC ANALYSIS | Greece: Macro Flash | March 2024 p. 3
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...and is primarily related to negative expenditure on ICT equipment, which peaked in 2021-22

SOOI AR S O following the Covid-19-related acceleration of digital

construction and a slowing in ICT o ] e
investment following a surge in 2021-22 transition and the completion of large telecommunication

projects. In fact, the effective drag on GDP growth from the
Gross fixed capital formation

. drop in the specific GFCF components was significantly
by investment category
2,0 €bn » ,\ '\ 2,0

smaller, as it has also led to lower imports. Spending on ICT
FAY

16 W 16 equipment and other machinery is expected to gain traction in
1,2 1, NS - 1,2 2024-26, when most part of RRF-related digitization projects

I
08 038 will be implemented.
04 {2 '*.’JVJ 0.4
0.0 0.0 e A fall in residential investment by c. 19% y-o-y in Q4:2023 (a
T2 ESS 558888 0.4-pp drag on annual GDP growth in this quarter) —for the first
888858858888 time in 6 years —attributed to an extremely negative base effect
Dwellings from surging activity in Q4:2022, when the respective GFCF
Other buildings & structures . A .
Transport equipment component had climbed to a 10-year high, in absolute terms
Intellectual property products . . .
ICT equipment (up by 116% y-o-y in Q4:2022). This spike reflected a

= = = = Other machinery (& weapon systems)

A backloading in PIB spending in 2023

backloading in annual construction activity in 2022, against a
Crrem i A Tl backdrop of surging production and energy costs, and
2024 materials shortages related to the war in Ukraine. The negative
impact of residential investment on Q4:2023 GDP was fully
offset by higher non-residential construction (+13.1% y-o0-y).

GFCF & PIP disbursements
as % of quarterly GDP

13 %GDP o Notably, despite the drop in Q4:2023, residential investment
16 10 was up by c. 20% y-o-y in FY:2023. The increasing supply-
K g demand gap in the residential market sets the stage for higher
14
13 6 investment in 2024; a conclusion supported by the increasing
12 4 issuance of residential building permits (+23.6% y-0-y in
1; I I 2 11M:2023 as regards the number of permits).
HENEN
) oo~ m® o oo ESaNDD 0 e A backloading in public investment in 2023 (including RRF),
ggggggggggggggggg which increased to an all-time high of €11.2 bn from €11.0 bn
) ) ) in 2022, but with more than 40% of annual cash
mmmm PIB Disbursements (%GDP, right axis)
GFCF (%GDP, left axis) disbursements from the State Budget made in Q4 (c.25% in

Increasing lending to NFCs in Q4:2023 December) including c.€0.4 bn of compensation payouts to

bodes well for a pick-up in GFCF in the flood victims allocated through the PIB. These payments

H1:2024 came too late to impact activity in 2023. Accordingly, the main

Corporate credit & part of the related impulse on GFCF and final consumption
non-residential investment has been shifted to 2024.

ii |y | :z Admittedly, the 0.5-pp contribution of GFCF in annual economic

159 20 activity in FY:2023 was significantly smaller than expected,

10 - I
5 - /\ /\AM 10 reflecting annual investment growth of 3.9% compared with an
0 0

annual average of 15.4% in 2021-22. Moreover, the small

-5 4 | _
10 4 ;2 positive impulse to GDP was offset by a 0.4-pp drag from the
18 % decline in inventories. It should be noted that GFCF lost
-20 A I -
25 L .40 momentum over the course of 2023, recording four consecutive

%g declines in g-o0-qg s.a. terms and showing high sensitivity to the

oy backloading of public investment spending. Higher financing
= Totalinvestment excl. residential (right axis) costs, due to the monetary policy tightening and an ongoing
normalization in profit margins from their high levels in 2021-22,

Sources: ELSTAT, Greek Ministry of Finance & Bank of Greece NBG ECONOMIC ANALYSIS | Greece: Macro Flash | March 2024 p. 4
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A very negative base effect led to a fall made firms more cautious in their investment decisions. Indeed,

In residential GFCF, but new permits profits from entrepreneurial activity climbed to a 13-high in

issuance points to strengthened

homebuilding activity in 2024 absolute terms in 2023, buttheir annual growth rate slowed to c.
on . . L .
Residential construction 4.0% in FY:2023 and became slightly negative in Q4:2023
& residential building permits (according to gross operating surplus and mixed income data).
120 1 y-oy [ The pace of growth of entrepreneurial profits fell below labor
90 1 [ 90 income growth for the first time since 2020 with industrial firms
60 - 60

reporting a weakening in their pricing power in recent quarters,
30 1 /\/ [ 30 according to survey data. On the other hand, profits in the
\ | services sector seem more robust.

o
~
o

-30 A L 30
S§N8883388I8Q Leadingindicators of fixed investment point to a strengthening in
e Y = GFCF. These include the pickup in demand for corporate credit

Residential construction {y-o-y) in September-December 2023 - when 3/4uws of new loan
= Residential building permits (no. of new disbursements for 2023 were made — in conjunction with rising

dwellings, y-0-y)* . - .

wetines y03’,}@4:2023:0@_”0“20233% IPOs, corporate bond issuance and M&A activity, following the

Corporate profitability is slowing to return to investment grade. Deferred investment from 2023

more sustainable levels whereas labor (including reconstruction projects in Central Greece), the

income follows a stable growth path acceleration in RRF and FDI-related capital expenditure, and the

supporting consumption . . . .

expected easing of monetary policy from mid-2024, are going to
Gross operating surplus & mixed support a double-digit GFCF growth in 2024 (10.2% y-0-y).

income and labor compensation
(national accounts)

Private consumption is setto strengthen further in 2024 (growing

22 ] vy [ 22 by c. 2.0% y-o-y from 1.6% in 2023) on the back of higher real
15 4 L 15 disposable income growth. This acceleration should reflect
10 - 10 rising employment and an ongoing adjustment in wages
E I /J\AA E (including a new increase in the minimum wage by c. 5.0%, to
-5 \/ L 5 above €800 per month, taking effect in April 2024). The increase
=0 5 [k in public servants’ basic wage by ¢.6% from January 2024 as well
1 _: ®©®D QO NN ® g_ 1 as a new increase in pensions (which are indexed to ¢.50% of
g g g g g g g g g g g g g nominal GDP growth), for a second consecutive year, are going
Er e T T T e to further bolster private consumption.

Total compensation of employees

A further slowing in CPI inflation to below 2.5% y-o0-y in FY:2024
(from 3.5% in 2023) should also support consumption. A notable

The economic sentiment indicator
edged up to 106.0 in 2M:2024 with

AT s (T TS o Tl ST deceleration in core inflation to a 21-month low of 2.7% in

outperforming the market average February 2024 and better than expected energy price prospects

. . could lead to an even lower inflation rate in FY:2024.
Economic Sentiment Index

130 - - 130 As regards the GDP trajectory in the near term, the FY:2023 GDP

index Wildfires and

120 - Covid-19 MECUEEEEE |- 120 outcome leads to a positive carryover to Q1:2024 GDP growth of
110 - +0.3 pps. Available information from a limited number of leading

100 and conjuncturalindicator releases for Q1:2024 bodes well fora

90 1 L‘JAk’f;:‘e further strengthening in economic activity. Specifically:
80 4 - 80
v/ The economic sentiment indicator (ESI) edged up to 106.0
70 4 - 70
o o in January-February 2024, from 105.5in Q4:2023 (euro area
50 | L & average of 95.8 in January-February 2024), with a sustained
22288 &3 8 ¢&3 outperformance of the services sub-sector, a rebound in
3 8 58 858 85 % : , . .
& o ==& o0 =& o0 = & the construction sector’s activity prospects, and resilient
ol Crases  —— 6k LU Elee sentiment in industry and retail trade. Moreover, most sub-

Sources: ELSTAT & European Commission NBG ECONOMIC ANALYSIS | Greece: | March 2024 p.5
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The manufacturing PMI increased to a
2-year high of 55.7 in February 2024

remaining the highest in the euro area
for a 12th consecutive month.

PMI in manufacturing
(Greece vs Euro area)
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NBG Economic Research’s nowcasting
model points to an acceleration in GDP

growth to 1.8% y-o-y in Q1:2024

Real GDP growth
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indices of sectoral business surveys gauging activity
prospects for the coming months recorded an even larger
improvement in g-o-q terms.

The manufacturing PMI for Greece increased further, to a 2-
year high of 55.7 in February 2024 (55.2 on average in
January-February, from 51.0 in Q4:2023), remaining the
highest in the euro area for a 12th consecutive month.

Manufacturing production growth increased by 5.4% y-0-y in
January 2024 (+0.9% on a s.a. m-o-m basis), from 5.8% in
Q4:2023, outpacing the euro area average at a steady pace.

Employment growth picked up to 2.8% y-o-y in January 2024,
from 1.2% in Q4:2023, with the unemployment rate stable at
a 14-year low of 10.4% and a higher labor force participation
rate (active population increased by 1.7% y-0-y).

International arrivals in the Athens International Airport
increased by 17.0% in 2M:2024, pointing to a strong start to
the tourism season. First signs from early bookings for the
core months of the season, and global tour operator surveys
suggest that Greek tourism is headed to a new record year.

The above trends suggest an acceleration in Q1:2024 GDP to
1.8% y-0-y (0.7% s.a g-0-q, according to the latest update of the
nowcasting model of the NBG economic analysis) andto c. 2.5%
in FY:2024, in line with the respective annual forecasts
published in December 2023. The major downside risks to this
estimate include a recurrence of energy price pressures,
resulting from geopolitical tensions, as well as a protracted
weakening of the euro area’s economic outlook due to the
delayed impact of the monetary policy tightening, weakened
economic sentiment and a further deterioration in global trade

Shaded area refers to NBG's nowcasting model forecast range conditions.
Sources: ELSTAT, S&P & Economic Analysis estimates
eece DP 0 Deco DO 0 & O oo
2022 | 2023 (2024E 2022 2023

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

GDP (real, % y-o-y, s.a.) 5,7 2,0 2,5 7,7 6,8 4,0 4,3 2,0 2,7 2,1 1,2
GDP (real, % g-0-q, s.a.) 2,3 0,4 0,5 1,1 0,0 1,1 -0,1 0,2
Domestic Demand (y-o-y) 6,3 1,4 2,5 8,0 6,5 5,0 5,8 0,7 2,2 2,5 0,4
Final Consumption (y-o-y) 6,3 1,5 1,4 10,8 7,0 4,6 3,0 1,8 1,6 1,1 1,8

Private Consumption (y-o-y) 7,6 1,6 1,9 13,1 7,8 6,1 3,7 1,1 2,1 1,2 1,8
Public Consumption (y-o-y) 2,3 1,6 -0,7 2,5 3,4 2,1 1,2 2,8 0,0 -0,4 2,7
Gross Fixed Cap. Formation (y-o-y) 11,6 3,9 10,2 15,4 8,7 7,3 15,2 8,2 9,2 4,8 -5,7
Residential construction 34,1 19,9 6,7 15,4 13,9 7,4 116,1 47,9 45,9 27,7 -18,7
Total GFCF excluding residential 9,2 1,8 10,8 15,4 8,2 7,3 6,4 3,8 5,0 1,9 -3,4
Inventories* (contribution to GDP) -0,6 -0,4 -0,1 -3,1 -0,7 0,1 1,4 -2,1 -0,4 1,0 -0,3
Net exports (contribution to GDP) -1,0 0,5 -0,2 -0,7 0,0 -1,2 -1,9 1,3 0,4 -0,6 0,8

Exports (y-o-y) 6,2 2,8 2,4 15,5 13,2 -1,1 -0,2 7,2 0,3 1,9 2,1
Exports of goods (y-o-y) 3,6 1,7 1,9 6,7 4,6 2,7 1,1 10,8 -0,9 -1,3 -1,6
Exports of services (y-o-y) 9,3 4,0 5,0 22,8 24,9 -1,5 -3,1 6,2 1,1 4,2 4,7
Imports (y-o-y) 7,7 1,4 2,5 15,3 11,4 1,6 3,9 3,3 -0,6 2,9 0,0

*also including other unallocated expenditure / Sources: ELSTAT & NBG estimates

NBG ECONOMIC ANALYSIS | Greece: Macro Flash | March 2024 p. 6
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