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1  Executive summary 
 
 

 After the June 2012 elections the short-term risk of a Greek Eurozone exit has decreased 

 However, uncertainty regarding the mid- and long-term Eurozone membership remains high 
 The economic outlook has continuously been revised downwards over the last couple of months 
 General effects for Greek businesses will be severe 

 

2       Key figures 
 

 2010 2011 2012* 2013** 

Real GDP growth (y-on-y, % change) 
 

-3.5 -6.9 -7.1 -1.9 

Consumer price inflation 
(y-on-y, % change) 

 4.7 3.3 0.2 -0.5 

Real private consumption 
(y-on-y, % change) 

-3.6 -7.1       -10.8 -2.4 

Industrial production (y-on-y,  
% change) 

-5.7 -8.3 -2.2  1.9 

Unemployment rate (%) 12.5 17.3 23.0       24.6 

Gross fixed capital investments 
(y-on-y, % change) 

     -15.0      -20.7        -12.6       -5.0 

Current account balance (% of GDP)      -10.1        -9.8         -6.9       -5.1 

Fiscal balance (% of GDP)      -10.5 -9.2         -7.8       -5.5 

Government debt (% of GDP)      145.0     165.3       161.0     168.6 

        *estimates  ** forecast 
         Source: Economist Intelligence Unit (EIU) 
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3 Summary of situation and Atradius view 
 
 
Economic forecasts have been revised downwards again 
 
 

 The economic situation has deteriorated further in the last couple of months. It is expected that 

contraction in all important domestic demand components (private consumption and investment) will 

run deeper than was earlier assumed. According to the Economist Intelligence Unit (EIU), GDP will 

contract by 7.1% year-on-year in 2012 after a 6.9% decline in 2011. Contraction is also expected in 

2013. 

 Unemployment is forecast to increase to 23.0% this year and 24.6% in 2013. In 2012 private 

consumption is forecast to shrink 10.8% and industrial production 2.2%. Gross fixed capital 

investments are expected to decline by 12.6% this year.  

 The Greek banking system has become extremely vulnerable. The Greek government supported Greek 

banks with EUR 18 billion taken from the second rescue package from the Troika. Greece’s public 

liabilities to national banks currently amount to EUR 30 billion. 

 Government debt is expected to increase to more than 165% of GDP in 2013. 

 

. Insolvency trends 
 

 Business insolvencies increased 40% year-on-year in 2009 and 30% in 2010 and 2011. As the 

economy continues to contract we expect another significant default growth in 2012.   

 

 
Current sovereign risk ratings 

 
 Moody’s: C, Negative Outlook 

 S&P: CCC, Stable Outlook 

 Fitch: CCC, Negative Outlook  

 
 
After the June 2012 elections the short-term risk of a Greek exit from the Eurozone has 
decreased…   
 

 Political instability and uncertainty about Greece’s future in the Eurozone have sharply increased after 

the May 6th general elections, which resulted in a political deadlock as no stable majority government 

could be formed. Therefore new elections have were held on June 17th. 

 In those new elections the conservative New Democracy Party, which broadly committed to stick to 

the terms of the EU/ECB/IMF (the so called “troika) bailout package, won 29.7% of the vote, and the 

socialist Pasok (also a principal supporter of the austerity programme) won 12.3% of the vote. The 

extreme Syriza party, which clearly opposes accepting the austerity measures, won 26.9% of the vote.  
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 On June 20th a new coalition government under Prime Minister Antonis Samaras was sworn in, 

consisting of the New Democracy, Pasok and the Democratic Left Party. This new pro Euro/pro-

austerity coalition government holds a majority of 179 seats in the Greek parliament (300 seats).   

 

…but the risk remains elevated in the mid-term due to many pitfalls 

 

 While the outcome was hailed by the EU and financial markets in a first reaction, many pitfalls remain. 

 The new coalition government will demand renegotiations of the conditions of the bailout package, 

e.g. an extension to the deadline for reducing the budget deficit by at least two years, to 2016. 

 The troika has principally indicated its readiness to extend the time horizon for achieving the targets 

but not to renegotiate the agreed conditions themselves. It is widely expected that any renegotiations 

will take some weeks.  

 Time pressure on the new government is very high, as additional loans are necessary, by mid-August 

2012 at the latest in order to pay public salaries and pensions 

 Greece has to explain how to achieve the deficit target for the coming years through to 2014. That 

requires consolidation measures in the size of 5.6% of its GDP. In any case, the austerity measures will 

be very harsh for the economy and the populations. 

 Any refusal of the agreed austerity package by the new government could put an end to the bailout 

deal that keeps the country from default. 

 The leftist Syriza, which gained additional seats in parliament in the June election, has rejected the 

idea of joining a broad-based coalition government. Given the harsh austerity measures in place and 

the fact that Syriza will always be able to stimulate mass protests at any time, ruling the country 

effectively (and sticking to agreed austerity measures) will be difficult for the coalition.  

 

 

4 Consequences – Atradius actions 
 

 
Underwriting strategy until the May 2012 general elections 
 
 

 Atradius has continued supporting Greek buyers with a very selective underwriting approach, in line 

with the economic developments.We have accepted limits only on buyers with sufficient liquidity and 

low indebtedness based on 2011 balance sheets, 2012 interim figures and short-term development 

forecasts. 

o Stock-listed companies: quarterly results are tracked  
o Non-listed companies: we contact buyers directly to obtain relevant information. The 

increased number of buyer visits/calls will be maintained 
 

 
 By applying this strategy we have built and maintained a healthy portfolio against the already 

challenging economic environment 

 



 

Country risk update Greece - July 10, 2012  4 

Underwriting strategy after the May and June 2012 general elections 
 

 Considering  

o the ongoing political uncertainty 

o the still looming threat of a Greek Eurozone exit in the mid-term 

o and the further deteriorating economic environment  

 

our underwriting remains more selective. Our current underwriting strategy has primarily focused  

on the Exchange Rate Risk. Additionally, we are regularly assessing the creditworthiness of individual 

buyers. 

 We have thoroughly analysed Greek buyers in each trade sector, in order to single out businesses with 

exposure based on the above mentioned risk factors. We have collected the most recent financial 

information and will continue to do so. At the same time we have directly contacted all Greek buyers 

to assess their individual exposure to the repercussions of a potential exit of Greece from the 

Eurozone, with a particular focus on certain criteria (e.g. business focus on local trade, export 

orientation, dependency on imports).  

 For those Greek buyers where we see, for example, a high dependency on imports or business with the 

public sector we are withdrawing or reducing limits. While Atradius will not cover supplies to new 

buyers in Greece, we continue to cover the trade credit risk with regard to selected existing buyers of 

our customers. We remain on cover for risks already taken on before withdrawal or reduction of the 

credit limit in accordance with the policy conditions.  

 For domestic trade within Greece Atradius is keeping significant cover in place based on our prudent 

underwriting over the last couple of months. Though we remain very cautious, new domestic business 

can be underwritten in selective cases. Each case will be assessed individually. 

 Our underwriting strategy is subject to modification, given the future political and economical 

developments. 

 

5 Background information: the effects of a Greece Eurozone exit 
 
 
 
The severe effects of a Greek Eurozone exit 
 
A potential Greek exit from the Eurozone is likely to have the following severe economic consequences: 

 

 A sudden introduction of capital controls is expected, leading to a period of financial transfer stop 

from, to, and within Greece. There will be restrictions on bank withdrawals and transactions in general 

until the new currency has been prepared.  

 The new currency would be immedeately introduced electronically. As soon as the new Drachma is 

allowed to float, a currency depreciation of around 50% or more may be expected. All foreign 

outstanding debts and receivables on Greek buyers (public and private) would then be affected.  

 This depreciation will trigger high inflation as the price of imported goods will increase significantly. 
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 The domestic banking sector is expected to come under severe pressure as a large portion of liabilities 

remains in foreign currency.  

 It will probably be difficult to reclaim any credit and debt losses caused by this devaluation through 

legal measures. 

 A sharp decline in orders and payments from the Greek state and public sectors is expected for an 

unpredictable period. 

 Cross-border trade will become more complicated 

 
 
The general effects of a Eurozone exit on Greek businesses 

 

 Currency mismatch (stock problems): The relation between debts and assets (the balance sheet of 

firms) will change quickly: assuming a 50% depreciation implies that foreign-denominated debt (in 

EUR, US$, Swiss Francs, etc.) would become twice as high when domestic assets become 

redenominated. 

 Income mismatch (flow problem): The relation between costs and revenues will change quickly: firms 

that rely on inputs purchased abroad, but raise revenues domestically, would face an immediate 

mismatch. 

 Bank access diminished: Banks will be unable to provide loans to firms, at least temporarily, as their 

focus will be on recapitalisation and introduction of the new currency. The credit channel is therefore 

likely to be severely disrupted. 

 No access to foreign finance: Firms that have financed their operations in the international markets 

will be blocked from foreign financial markets access. They will have to turn to the domestic banking 

system, which is unlikely to be able to deliver credit to new counterparties, at least in the short run. 

 Transfer problems: Greek companies that have capacity and are willing to pay foreign creditors in full 

may be unable to do so, firstly due to capital controls and secondly due to the immediate liquidity 

problems Greece will face caused by their huge current account deficits and lack of reserves.  

 Supply chain disruptions: Vulnerable firms at the lower end of the supply chain may seriously affect 

the operation of the other businesses. 

 Revenues reduced: Revenues will be hit across the whole corporate universe as aggregated demand 

falls sharply. 

 
While a Greek exit from the Eurozone would in general substantially increase the risk that Greek 

companies fail to pay their invoices, those general effects would affect businesses differently depending 

on business type and trade sector. 
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Effects on Greek businesses by trade exposure (domestic/foreign) and financing needs 
 

 Due to the depreciation associated with a Greek Eurozone exit we expect those companies that import 

a large share of their products to Greece and sell within the country to be most vulnerable, as they are 

dependent on access to convertible currencies.  

 Also negatively affected will be companies that are particularly dependent on business with the public 

sector, as the probability that this sector will stop payments in this adverse scenario climbs 

substantially.  

 We also expect that any Greek businesses that are highly dependent on external financing, e.g. local 

bank facilities, will face serious troubles.  

 Companies that are linked or are part of multinational groups seem to be less vulnerable. The same 

goes for Greek businesses which are not dependent on importing goods for their business and 

businesses that buy and sell their products and services in the domestic market only.  

 Some businesses could also benefit in the medium- and long-term from currency depreciation, as 

imported goods would become more expensive for domestic buyers. At the same time this could help 

Greek export-driven businesses to increase sales, albeit also just in the medium- and long-term. 

 

Effects on Greek businesses by trade sector  
 
Most severely exposed to a credit crunch and/or a sharp downturn in economic activity are: 
 

 Construction and construction materials - would be directly affected by an ensuing credit crunch and 

therefore excessively vulnerable. 

 Retail activities are likely to be similarly affected. Electronics and clothing, primarily imported items in 

the case of Greece, are likely to be hit in a similar fashion. 

 Luxury goods in general will be affected by sharply falling revenues due to the slump in economic 

activity. 

 Transport would be ht by the anticipated collapse in trade activities. 

 Tourism, affecting hotels: due to the high level of uncertainty which will cause less travel in the short 

run.  

 Basic food stuffs, agriculture and energy represent necessity goods and should therefore be able to 

show more resilience as sectors and withstand the demand shock better. 
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Expected default frequency in Greece: remaining dangerously high 
 
 

 
 

Source: KMV Credit Monitor and Atradius Economic Research  
 

 
 

 
 While already showing an overall increasing trend since the end of 2010, the monthly median 

expected default frequency (EDF) for Greek listed companies has risen sharply since 2011, especially 

in the second half of the year (see chart above). The March 2012 EDF was 1150 basis points - 

signalling that listed companies in Greece are facing a dangerously high default risk.  
 The recent decrease in early 2012 (the last month pictured in the chart above: March 2012, i.e. before 

the general elections) was mainly due to the decision on the second EU bailout package – which is 

now at risk of not being implemented. The current deterioration will probably trigger another increase 

in the EDF. 

 

 

 
         *The Expected Default Frequency (EDF) chart above is based on listed companies in the markets referred to, and the likelihood of    

         default across all sectors within the next year. In this context, default is defined as a failure to make a scheduled payment, or the  

         initiation of bankruptcy proceedings. Probability of default is calculated from three factors: market value of a company’s assets, its  

         volatility and its current capital structure. As a guide, the probability of one firm in a hundred defaulting on payment is shown as 1%. 
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Atradius Copyright 2012 
 
This report is provided for information purposes only and is not intended as a recommendation as to particular transactions, 
investments or strategies in any way to any reader. Readers must make their own independent decisions, commercial or otherwise, 
regarding the information provided. While we have made every attempt to ensure that the information contained in this report has 
been obtained from reliable sources, Atradius is not responsible for any errors or omissions, or for the results obtained from the use 
of this information. All information in this report is provided ’as is’, with no guarantee of completeness, accuracy, timeliness or of the 
results obtained from its use, and without warranty of any kind, express or implied. In no event will Atradius, its related partnerships 
or corporations, or the partners, agents or employees thereof, be liable to you or anyone else for any decision made or action taken 
in reliance on the information in this report or for any consequential, special or similar damages, even if advised of the possibility of 
such damages. 
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