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In this report we take stock of recent developments in the context of the 2
nd

 programme review, 

highlighting some important challenges in the way to reaching a staff level agreement (SLA) and 

unlocking further official-sector financing to the cash-strapped domestic economy. Our take is that 

last week’s meeting in Brussels between Greece’s leading negotiators and senior official creditor 

representatives constitutes an important step towards resolving the present impasse. Indeed, it 

seems that an agreement has at last been reached among official creditors on what needs to be done 

to unfreeze formal talks in the context of the 2nd review.  This is especially so in light of the widely-

publicized diversion of views between the EU Institutions and the IMF as regards such crucial aspects 

of the Greek programme as the medium- and long-term growth outlook, the size of future primary 

surpluses and the debt relief required to restore debt sustainability. However, despite the reported 

progress made at the February 10th meeting in crystalizing official creditor demands, significant 

challenges remain as regards both the timing of reaching a staff level agreement (SLA) and the IMF’s 

participation in the Greek programme. All the more so as the current consensus view argues against 

the implementation of further pro-cyclical austerity in Greece i.e., over and above what has already 

been legislated in the context of the present stabilization programme. The strong outperformance of 

the 2016 primary surplus target is another development arguing against the merits of the upfront 

legislation of new measures worth €3.6bn (c. 2%-of-GDP) pertaining to the period 2018-2019. In 

addition to providing analysis on the aforementioned issues, the report provides insights on what has 

reportedly been discussed at the February 10th Brussels meeting and the progress made thus far on 

the formal agenda of the 2nd review.     
 

Part I – Demands for further pro-cyclical austerity in Greece not quite supported by pure 

economic logic, recent fiscal data  

February 10
th

 meeting a step forward in resolving the present impasse… 

Last week’s meeting in Brussels between Greece’s leading negotiators and high-level 

representatives from the EU institutions and the IMF constitutes an important step towards 

resolving the present impasse in the negotiations for 2
nd

 programme review. At the time of 

writing, there was still no formal response from the Greek side on the new fiscal measures worth 

€3.6bn (c. 2%-of-GDP) official creditors have reportedly requested in order to accommodate a 

political agreement ahead of the February 20
th

 Eurogroup. Yet, the mere fact that the EU 

Institutions and the IMF seem to have formed a broadly uniform stance on what needs to be done 

to unfreeze formal talks in the context of the 2
nd

 review is by itself a constructive development. 

This is especially so in light of the widely-publicized diversion of views between the EU 

Institutions and the IMF as regards such crucial aspects of the Greek programme as the medium- 

and long-term growth outlook, the size of future primary surpluses and the debt relief required to 

restore debt sustainability.      

…but significant risks to the outlook remain 

Despite the progress made at the February 10
th

  meeting in crystalizing official creditors’ demands 

with respect to the milestones attached to the 2
nd

 review, significant challenges remain as 

regards both the timing of a staff level agreement (SLA) and the IMF’s participation in the Greek 

programme. In what follows, we attempt to summarize some of these challenges.  

Politically difficult for the Greek side to accommodate new creditor demands. Official creditors’ 

reported insistence on the need to legislate upfront (i.e., ahead of reaching a SLA on the 2
nd
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review) additional fiscal measures pertaining to the period 2018-2019 is deemed by the Greek government as "absurd, imaginary 

and unreal”, constituting nothing more than a necessary compromise to facilitate the IMF’s participation in the present bailout. 

Furthermore, the case for more procyclical fiscal austerity is viewed as something not clearly supported by either pure economic 

logic (new austerity measures would take an additional toll on the still fragile domestic economy) or the recent fiscal performance 

(strong outperformance of the primary surplus target in 2016). The Greek coalition government, which currently controls a slim 

majority in parliament (153 out of 300 seats), has been trailing the main opposition party ND by a significant margin (> 10ppts) in 

recent opinion polls and several high-ranked government officials (including the Prime Minister himself) have recently excluded the 

possibility of endorsing any additional fiscal measures, over and above what is already included in the agenda of the 2
nd

 review. It 

goes without saying then that passing relevant legislation in Parliament for additional measures to be implemented in the next 

couple of years would be a difficult task for the government, especially as it is highly doubtful whether such measures would be 

supported by any of the opposition parties. Some key developments that could ease potential opposition to new measures, at least 

within the governing coalition’s parliamentary groups would probably be: a) additional clarity on the medium-term debt relief 

framework to allow Greece’s inclusion in the ECB’s asset purchases programme (QE); b) a clause to prevent implementation of any 

new measures in case that the agreed fiscal targets are reached; and, interrelated to the above, c) a shortening of the post-

programme period for the maintenance of the 3.5%-of-GDP primary surplus to, say, 3 to 5 years, from 10 years, currently.   

Universal agreement that additional fiscal austerity in Greece would be both unnecessary and self-defeating. Besides the natural 

aversion that any government may have to fiscal austerity policies in an environment that remains susceptible to deflationary risks, 

the following considerations make it even harder to defend the necessity and the merits of additional fiscal austerity. First, official 

creditor demands for the upfront legislation of additional measures for the period 2018-2019 follow an unprecedented fiscal 

adjustment worth around 16 percent of GDP in structural terms in 2010-2015 (IMF, January 2017). Second, the aforementioned 

adjustment required a herculean fiscal effort that inevitably took a heavy toll on domestic economic activity. As per a relevant study 

cited in the 2016 State Budget, total austerity measures implemented over the period 2010-2014 amounted to 24.5%, with the 

ensuing fiscal drag estimated at -25.7% (both measures in terms of 2009 GDP). Third, new measures legislated in the context of the 

present (3
rd

) bailout programme are estimated to yield 3¾ of GDP during 2015-2018 (IMF, January 2017). Fourth, in its latest Article 

IV report on Greece (January 2017), the IMF staff notes that “the authorities should avoid further pro-cyclical consolidation at this 

time and ensure that the medium-term fiscal targets are supported by credible reforms”. On the one hand, the IMF staff does see 

the need for a fiscally-neutral rebalancing of Greece’s fiscal policy mix away from excessive taxation on narrow bases and un-

affordable spending on current retirees toward better-targeted social transfers and spending on essential public services and 

investment. On the other hand, they forecast that Greece will find it difficult to reach and sustain a primary surplus higher than 1.5% 

of GDP in 2018 and beyond, unless additional fiscal measures of high quality are implemented. However, any such measure should 

not be taken before the output gap closes (i.e., not earlier than in 2019-2020, as per the relevant staff forecasts) so as to avoid the 

ensuing fiscal drag on the still fragile recovery.     

Recent fiscal outperformance weakens the case for the upfront legislation of additional austerity measures. Recent fiscal data 

weaken the case for further austerity measures i.e., over and above what has been legislated and implemented thus far for the 

period 2016-2018 (Table 1). As per the European Commission’s latest (Winter 2017) forecasts released earlier this week, Greece is set 

to significantly over-perform (by about 1½% of GDP) the primary surplus target of 0.5% of GDP for 2016, having also over-achieved 

its primary target of the ESM programme for 2015. As noted in the aforementioned, Greece is also projected to achieve the ESM 

programme primary balance target of 1.75% of GDP in 2017, taking into account the measures adopted already and the 2017 

Budget. Furthermore, the document notes that the authorities are expected to adopt the Medium-Term Fiscal Strategy for 2018-

2021, including any adjustments in fiscal policies needed, to ensure the achievement of the 2018 programme primary balance target 

of 3.5% of GDP.  
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Table 1 – Overview of the parametric fiscal measures to reach the ESM primary surplus targets in 2016-2018 (net savings) 

 

 

Source: European Commission, “Compliance Report The Third Economic Adjustment Programme for Greece – First Review”, June 2016 

 

New creditor demands hard to reconcile with the latest (June 2016) EC compliance report on Greece’s third economic adjustment 

programme. It has so far been assumed that the fiscal package legislated since the present ESM loan facility was launched (c. 4.2% 

of GDP) would be adequate to facilitate fulfilment of the agreed fiscal targets over the programme period and beyond. That is, 

provided that some additional measures would be legislated in the context of the 2
nd

 review to cover a projected fiscal gap of c. 

€700mn or 0.4% of GDP in 2018 (our understanding is that a lot of progress has already been made to reach an agreement on the 

aforementioned measures). All things taken into account, it is no surprise to see serious concerns being raised over the accuracy of 

the IMF staff’s macro and fiscal projections for Greece (e.g. forecasted primary surplus no higher than 1.5% of GDP in 2018). If 

Greece managed to generate a primary surplus of c. 2% of GDP in 2016, why should it not be expected to reach an even higher 

surplus by 2018, especially as even the IMF staff forecasts a significant acceleration of Greek real GDP growth this year  and the next 

(FY 2017: +2.7%; FY 2018: +2.6%)?   

Part II – February 10
th

 Brussels meeting: what official creditors requested from the Greek side    

What was reportedly decided at the February 10
th

 Brussels meeting  

In an effort for key stakeholders to reach a compromise which would pave the way for the resumption of official negotiations in the 

context of Greece’s 2nd programme review, European Commission President Jean Claude Juncker organized a meeting last Friday 

(February 10) between high level officials from the Greek Finance Ministry and senior executives from the EU Institutions and the 

IMF. In an accompanying statement, Eurogroup Chair Jeroen Dijsselbloem said that “substantial progress” was achieved and all 

parties involved “are close to common ground” for the mission heads’ return to Athens in the coming days.  Marking a positive sign 

towards a speedy conclusion of the review, official creditors who had been divided in recent weeks over the need for further 

structural reforms by the Greek side, came to the meeting with a uniform agenda. According to press reports, Greek officials were 

presented with a proposal envisaging the following:  

(i) Upfront legislation of “precautionary” measures worth 1%-of-GDP (or €1.8bn) for FY-2018. These should mostly incorporate 

the IMF proposal for a broader personal income base via a decrease in the tax-free threshold to €5,900-€6,000 from €8,636 

currently (dependent on the taxpayers’ family status), effective from January 2018 and applicable on 2017 incomes. 

(ii) Agreement on a second set of measures worth 1%-of-GDP (or €1.8bn) for FY-2019. Among others, the relevant measures 

should accommodate the IMF’s demand for a significant rationalization of pension spending, via the abolishment of the so-

called “personal difference”. Based on a number of recent press reports, it is yet unclear whether these measures will also have 

to be legislated upfront or at a later stage if needed, to ensure the automatic elimination of any deviations from the agreed 

fiscal target for FY-2019 (3.5%-of-GDP primary surplus).  
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(iii) Targeted use of the available fiscal space should the 3.5%-of-GDP primary surplus target be outperformed through the 

adoption of measures aiming to protect socially vulnerable groups and facilitate the path toward sustained economic recovery. 

To this end, the Greek side is said to have proposed, among others, a reduction in social security contributions for small-to-

medium-sized enterprises (SMEs), a reduction in VAT rates applied to islands and a lower unified Property Tax (ENFIA) for 

certain “special” categories of owners. 

As per a number of media reports, the Greek side’s counter-proposal entails the following:  

(i) Keeping the medium-term 3.5%-of-GDP primary fiscal target for three years after the expiration of the current programme. 

(ii) A holistic agreement that would pave the way for the inclusion of eligible Greek debt in the ECB’s quantitative easing 

programme (PSPP), including a specific roadmap for Greek public debt beyond 2018.   

Greek Minister of Finance Euclid Tsakalotos dismissed market talk that the Greek government should deliver a response on the 

institutions’ proposals by late Tuesday (Feb. 14)  in order not to miss the time window leading to the February 20
th

 Eurogroup. 

Instead, he stated that Greece is aiming to reach a “political” agreement with its official creditors on all issues attached to the review 

ahead of next week’s Eurogroup.  Speaking recently before his party’s (SYRIZA) central committee, Prime Minister Alexis Tsipras 

appeared optimistic that the review will be concluded successfully, calling on the IMF to reassess their “irrational demands” so as 

stalled negotiations to resume swiftly.   

Staff level agreement on 2
nd

 review likely to be pushed to March 

According to some press reports, a staff level agreement on Greece’s 2
nd

 programme review is more likely sometime during March 

2017, suggesting that the chance for a holistic deal at the February 20
th

 Eurogroup is rather low. The next Eurogroup meeting is 

scheduled for March 20
th

 while an extraordinary gathering ahead of the April 9
th

 ECB Governing Council monetary policy meeting or 

the March 15
th

 Dutch general election cannot be ruled out should the open issues attached to the review be resolved more swiftly. In 

terms of debt redemptions, the next major hurdle for Greece comes in mid-July when three GGBs mature for a total notional amount 

of c. €6bn. Though there are earlier relatively large redemptions, notably in April, press reports suggest that there is room in Greece’s 

State coffers to meet those financial commitments.
1
 However, the Greek government explicitly denounces a scenario of protracted 

uncertainty, acknowledging the importance of supporting the economy’s return to a sustainable growth path. To this end, Alternate 

Minister of Finance George Houliarakis characteristically stated in a recent speech that an agreement on the 2
nd

 review now is 

preferable to a better one in five months’ time. He argued that should the agreement be delayed until May or June, uncertainty will 

return, the current programme will be effectively “dead in the water” and investors would start mulling about a fourth Greek 

programme.  

Meanwhile, the Eurozone is gearing up for a heavy electoral season from mid-March onwards when the Netherlands holds a general 

election (March 15) until late September when German federal elections are due to be held (September 24). A prolongation of 

negotiations on Greece’s 2
nd

 programme review beyond March could potentially harm the euro area political debate as market 

participants are increasingly focused on the possibility of further political surprises following the unexpected outcomes last year from 

the UK referendum and the US Presidential elections.  Undoubtedly, against this background, negotiations on the Greek issue could 

be politically more difficult and slow. The Vice-President of the European Commission, Valdis Dombrovskis, warned over the risk of 

financial instability in the euro area should an agreement on Greece’s 2nd programme review get delayed much further.  On the same 

wavelength, Martin Schulz, the SPD’s chancellor candidate cautioned that “those who now flirt with Grexit again play with the 

division of the continent”. 

Part III - Key items in the 2
nd

 review, agenda and progress made thus far 

The following section presents the progress and current status of items that are central to the ongoing 2
nd

 programme review. 

Size of projected fiscal gap for 2018 and sources of funding for its coverage 

EU officials seem to question the attainability of the fiscal target for a primary surplus of 3.5%-of-GDP for FY-2018 and request the 

adoption of additional measures (i.e., besides those already agreed under the existing MoU). In more detail, EU institutions project a 

fiscal gap of €700mn in 2018, mainly stemming from the lack of adequate funding for the nationwide implementation of the 

                                                           
1 For more details see:  “Greece- Contrasting the views of the EU Institutions and the MF staff on the outlook of Greek economy and the present 
bailout programme”, P. Monokrousos, February 2017 https://www.eurobank.gr/Uploads/Reports/GR_MACRO_MONITOR%20_Feb2017.pdf 
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Guaranteed Minimum Income (GMI) that is scheduled to kick off in the second semester of this year.
2
 The Greek side is said to hold a 

relatively more optimistic view, arguing that any fiscal shortfall is not likely to exceed €150mn. So far, according to press  reports, 

several measures have surfaced as potential options to cover the projected shortfall including: (i) lowering the tax-free threshold 

starting with 2017 incomes, (ii) dilution of the heating allowance; (iii) abolishment of the tax discount stemming from healthcare 

expenses; (iv) dilution or abolishment of the special income tax regime applied on officers and junior crew of merchant navy; and (v) 

reduction or abolishment of the 1.5% discount on the tax withheld every month from employees’ salary. In any case, we believe that 

the two sides (i.e., the EU institutions and the Greek government) are already pretty close to an agreement on the actions needed to 

fill the projected fiscal shortfall for 2018 and that this issue does not by itself constitute a major obstacle in reaching a staff level 

agreement in the period ahead.       

Labour market reform 

The labour market reform constitutes a central issue of the 2
nd

 programme review. Although European partners have in various 

occasions appeared to be more flexible on the subject, the IMF favours further deregulation and strongly opposes any possible 

reversal of the reforms implemented in the context of the previous adjustment programmes. Discussions at this point revolve around 

the following topics:  

 Collective bargaining. The Greek government favours the reinstatement of the previous regime whereby the most favourable 

for the employee collective agreement, be that sectoral, occupational or other, should have precedence (favourability 

principle). Given that this is unlikely, however, the Greek government is said to be now opting for changing the duration of the 

aftereffect of collective agreements from three to six months and the extension of a sectoral contract to all enterprises in a 

sector, if at least 51% of employers is represented. European partners are said to not have strong objections on that. 

 Minimum wage. The Greek government opts for a switch back to a national collective bargaining system for determining the 

minimum wage (with automatic erga omnes effect). The minimum wage currently stands at €683.76/month in 12 payments or 

€586 per month in 14 payments. According to the existing legislation (4172/2013) the level of the minimum wage is determined 

by a ministerial decree based on a number of criteria including the evolution of domestic economy, productivity, 

competitiveness, employment & unemployment rates, annual income and wages. 

 Collective dismissals. Official creditors push for an increase in the monthly limit of collective layoffs to 10% (from 5%, currently) 

for companies with more than 150 employees, the abolishment of the Labour, Social Insurance and Social Solidarity Minister’s 

veto power on such dismissals and the establishment, instead, of the Highest Board of Employment, which will be entitled to 

perform a legality assessment of dismissals. The Greek government strongly opposes such proposals. A recent (21 December 

2016) judgement of the European Court of Justice
3
 (ECJ) on a case of collective redundancies by a Greek company 

acknowledged the right of the Greek competent authority to intervene and even ban collective layoffs provided that certain 

conditions are met. In Greek legislation these conditions, according to the ECJ, are vague and need to change. With regard to 

the level of the threshold above which collective dismissals need ministerial approval the ECJ makes no reference
4
.  

Energy market reform 

According to the Memorandum of Understanding, the Greek energy markets need wide-ranging reforms to bring them in line with 

EU legislation and policies, promote competition and innovation, favour a wider adoption of renewables and gas and ultimately 

transfer the benefits of these changes to consumers. In this context, the Greek authorities have already carried out a number of 

actions but more remains to be done as was also highlighted at the January 12
th

 2017 Euroworking Group. The key outstanding issues 

of the energy market reform attached to the 2
nd

 programme review are presented in this section. 

NOME. In 2008 the European Commission issued a decision
5
 calling on Greece to propose and adopt remedies to ensure sufficient 

access to lignite by competitors of PPC so as to improve competition in the energy market. To this end, the NOME system of auctions 

was selected for the Greek electricity market with the objective of lowering by 20% the retail and wholesale market shares of Public 

Power Corporation (PPC) by 2017 and bringing them below 50% by 2020. The first auction under the NOME mechanism was launched 

                                                           
2 According to the existing MoU, the cost of the aforementioned scheme is estimated at 0.5%-of-GDP annually and has to be covered through 
permanent savings in areas of non-discretionary spending identified either by the World Bank (i.e., elimination or/and reduction of certain welfare 
benefits & tax deductions) or by spending reviews. 
3 http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A62015CJ0201 
4 It should be noted that according to the Directive 98/59/EC, “collective redundancies” means dismissals over a period of 30 days of: a) at least 10 in 
establishments normally employing more than 20 and less than 100 workers, b) at least 10% of the number of workers in establishments normally 
employing at least 100 but less than 300 workers, and c) at least 30 in establishments normally employing 300 workers or more. 
5 http://europa.eu/rapid/press-release_IP-08-386_en.htm?locale=en 
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in October 2016 in spite of serious objections on behalf of PPC, which resorted to the Council of State with claims against the NOME 

type auctions and the way that the starting prices were determined by the Regulatory Authority for Energy (RAE). Furthermore, PPC 

has expressed concerns that the requirement of allocating 46% of its lignite capacity to alternative providers until 2019 under NOME 

poses a serious threat to its viability. Meanwhile, according to data issued by the Operator of Electricity Market (LAGIE), by the end of 

2016, not only had the PPC market share not dropped to the targeted 87.24% but instead it had risen to 89.83% questioning the 

efficiency of the selected model for promoting competition in the electricity market. Following the second NOME auction that took 

place in January 2016 both the PPC and two other energy suppliers protested that this model is harmful for the whole of the energy 

market. Against this background, if the NOME mechanism is to be abandoned, the Memorandum of Understanding requires that the 

Greek authorities agree with the institutions structural measures to be immediately adopted leading to the same results in terms of 

market shares and timelines. To this end it has recently been leaked to the press, that official creditors are pushing towards the break-

up of the PPC and the creation of a “small PPC” – a plan that has been often discussed in the past – and require that this option is 

explicitly agreed with the Greek government as a pre-requisite for the 2
nd

 programme review as the alternative plan in case the 

NOME auction mechanism does not work out. On his part, the Minister of Energy, George Stathakis has repeatedly supported the 

efficiency of the selected NOME model and denied any alternative that would involve the break-up of PPC.  

Independent Power Transmission Operator (ADMIE). In the context of the energy market reform foreseen in the 3rd Economic 

Adjustment Programme, ADMIE is to be unbundled from the Public Power Corporation (PPC). To this end, a public tender was 

launched for the sale of a 24% share of ADMIE and the €320 million sale agreement with the preferred bidder, the Chinese State Grid 

Corporation, was signed in December 2016. However, a complication arose when four creditor banks that have issued a syndicated 

bond loan of €2.2bn to PPC argued that the unbundling of ADMIE from PPC alters a number of parameters pertaining to the loan and 

the economic status of the borrower thus raising concerns for its lenders. The syndicated bond loan outstanding amount stood at 

€1,476 million on December 31st 2016 while the maturity of the loan is April 2019. According to the Supplemental MoU (16 June 

2016), if insufficient progress is made to complete the unbundling of ADMIE in 2016, in particular in relation to the identification of 

and purchase by the strategic investor, Greece shall proceed to the sale of all PPC's shares in ADMIE with a view to fully privatise it in 

2017. To avoid such a development, the Greek government and PPC reportedly reached a preliminary agreement with the four 

creditor banks to support the outstanding ADMIE loan with additional collateral. In particular, banks commit to not terminating the 

loan agreement as long as additional collateral of €300mn is granted. According to a statement issued by the PPC, the collateral will 

primarily be covered by corporate guarantees from the holding company where a 51% share of ADMIE will be transferred by PPC. 

Should such guarantees fall short of the requested €300 million, other means of collateral will be examined such as the assignment of 

PPC claims from corporate clients to the banks. With regard to a requested new syndicated loan of €200 million, the potential pledge 

of PPC assets for this purpose is being examined in order for the company to increase its liquidity while maintaining the ownership of 

its assets.  

Public Power Corporation (PPC). PPC S.A. is the incumbent power producer and electricity supply company in Greece. PPC currently 

holds assets in lignite mines, power generation, transmission and distribution. PPC’s current power portfolio consists of conventional 

thermal and hydroelectric power plants, as well as RES units. The HRADF holds 17% of PPC’s shares and according to the April 2016 

HRADF Asset Development Plan by Q3 2016 the Fund should have engaged advisors to determine its strategy but this action has not 

yet been completed. It is possible that no progress will be made before the issue of ADMIE (see above) is closed.  

DESFA. Negotiations for the sale of 66% of DESFA to the Azeri company SOCAR for €188mn were terminated in December 2016. 

Although several scenarios have surfaced lately as to the intentions of the Greek government on the issue, the Minister of Energy 

George Stathakis stated a few weeks ago at a press conference that a new tender procedure for the sale of the 66% stake of DESFA 

will commence soon.  

Hellenic Petroleum (HELPE). HELPE is the leading oil refiner and distributor in Greece and a significant player in the Southeast 

European market. It operates three refineries in southern and northern Greece which cover approximately 2/3 of the country’s refining 

capacity. HELPE’s shareholders are Paneuropean Oil and Industrial Holdings S.A. (42.6%), HRADF (35.5%), institutional investors 

(15.3%) and private investors (6.6%). The April 2016 HRADF Asset Development Plan (ADP) envisaged the engagement of advisors to 

evaluate alternative strategic options and provide recommendations to HRADF. The original deadline for this action was end-Q3 2016 

and was later changed to end-2016; however, no progress has yet been made due largely to the fact that the updated HRADF Asset 

Development Plan has been delayed.  

Public Gas Corporation (DEPA). DEPA is the incumbent natural gas importer and distributor. It sources gas from a number of suppliers 

through long-term contracts and provides approximately 90% of the gas consumed in the country. It is owned 65% by the HRADF and 

35% by Hellenic Petroleum (HELPE). The April 2016 HRADF Asset Development Plan (ADP) envisaged the appointment of advisors to 
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assess alternative options and re-launch a new process. The original deadline for this action was end-Q3 2016 and was later changed 

to end-2016; however, no progress has yet been made due largely to the fact that the updated HRADF ADP has been delayed. 

NPLs resolution and out-of-court settlement.  

Non-performing loans (NPLs) represent one of the most significant challenges for the Greek banking system. In the following days, 

the relevant bill that has been prepared by the Ministry of Finance in collaboration with the institutions is expected to be submitted to 

parliament. Although the final version of the bill is not yet public, according to press reports, its main elements are: a) it concerns 

small and large businesses (not freelancers or private citizens) with debts above €20.ooo that at the end of 2016 were at least three 

months overdue as well as businesses that are subject to a debt settlement as of June 2016 can apply for the out-of-court workout, b) 

debts to the tax authorities and social security funds are also subject to out-of-court settlement conditional on the agreement of at 

least 60% of the creditors c) the initiative for an out-of-court workout can be taken by either the company or its debtors, d) the debt 

settlement can be based on a proposal brought forward by the company or a counterproposal by its debtors based on the company’s 

financial data, e) although the provision for debt forgiveness is not explicitly stated, it is implied as a prerequisite for the company to 

avoid bankruptcy and for its debtors to be guaranteed at least the amount they would get if the company were liquidated, f) the bill 

provides for the legal immunity of public entities’ and banks’ representatives that are responsible for the out-of-court workouts, g) 

companies and professionals are eligible for out-of-court workout under the condition that they have positive operating results for at 

least one of the last three years prior to the submission of the application, h) all interested parties are obliged to agree within a 

specified amount of time on a debt restructuring plan, and h) the debt restructuring plan is then ratified by the competent judicial 

authority. According to press reports, so far 1,600 mediators have been certified throughout the country and on March 1
st

 the first 

centre for the submission of applications for debtors who wish to come under the new framework will start its operation.   
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Inflation (yoy%)     
CPI (annual average) 7.3 7.9 2.1 3.5 
CPI (end of period) 12.2 2.2 1.7 4.5 

     
Fiscal Accounts (%GDP)     

Consolidated Government Deficit  -6.1 -4.7 -8.0 -6.0 
Gross Public Debt 56.2 59.6 70.5 76.5 

     
Labor Statistics (%)     

Unemployment Rate (%of labor force, ILO) 23.99 22.1 19.5 19.0 
Wage Growth (total economy) 8.9 5.7 2.0 -5.0 

     
External Accounts     

Current Account (% GDP) -11.5 -6.1 -6.0 -4.5 
Net FDI (EUR bn) 0.7 1.2 1.3 1.5 

FDI / Current Account (%) 21.1 77.5 65.0 80.0 
FX Reserves (EUR bn) 10.9 11.2 10.5 11.5 

     
Domestic Credit 2011 2012 2013 Q3-2014 

Total Credit (%GDP) 58.0 62.5 56.7 59.9 
Credit to Enterprises (%GDP) 32.6 34.1 28.6 28.3 
Credit to Households (%GDP) 17.7 18.3 17.4 18.5 
Private Sector Credit (yoy%) 5.9 9.7 -4.5 -0.3 

Loans to Deposits (%) 141.9 144.6 136.9 136.1 
     

Financial Markets Current 3M 6M 12M 
Policy Rate 8.0 7.50 7.00 6.75 

EUR/RSD  122.07 122.00 122.00 120.00 
     

Source: National Authorities, IMF, EC, Division of Economic Analysis &  Global 
Markets Research      
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