1 i
[ ——
BOYAH TIIM EAAHMON

BOPYAAAL A ANAFEAE

Bosdovrlg BT A Tojitn Allyeay
NIKH - Asosgarnsed Iipuensed Kiviguo

ABrva, 20/9/2026

EPQTHZH

Npog:Tov Ymoupyd EBviknc Owovopiog ko Owovopukwy K. Kupuaxo MEppokdkn,
Tov Ynoupyo YrnobSopwy wow Metadopuwy k. Xpioto Aqpa.

Oépa: «Zuykévrpwon Tpanelikwvy YpnpatodoThoewv O£ Peyahouc
emyeipnuaTikelc opihouc kal Siaodalion Tne anpooKoNTNS EKTEAEONC Kplopwy
£pywv umoSopncs

H mpoodatn £xkBzon tou Aiebvolc Nopwopatikod Tapeiou, oro mhaimo Ttou
Financial Sector Assessment Program yia Tnv EAAGSA, avadeikviel £va DNTnHa mou
yphiel WBaitepne mpogoxnce amd Tty EAAnvikR Moltsla kal Tic apuddiec
EMOMTIKES ApXES: TNV UdnAn cuykEVTpwon Twy Xprpatodotnoewy Twy EAANVIKDY
ouoTnUkyY Tpanelwv npo¢ NMEplOplOUdEVO aplBpd peyalwy EMYELPTHATIKDY
opiA@y.

EifikoTepa, oUpdwva pe To ANT, o1 3éka peyallTEPEC KOIVEC ETAIPIKES EXKBEOEIC
TWV TECOAPWY CUOTNMIKWY Tpanel@v TMPOg PN XPNUATOMOTWTIKES EMYEIPNOEIG
avTioToixolv oro 121,6% twv cuvolkav Tier 1 kedakaiwv Touc mpiv amo Ta
METpO MEpIOpIOHOU Tou MOTwTIKOD KiviUvou kol mepimou oto 81% peTa Tnv
epappoyn Toug. To Tapslo smonuaivel paloTa 611 o1 EKBECEIC Twy Tpamelwy
MPOC TIC OUYKEKPIUEVES MEYAMES EMYEIPNOE ERdavifouv pikp) Biagoponoinon
petafd Twv tparelikoy 1Spupdtwy, HE amaTéheopa va Snpoupyeital upnia
OUOXETIOPEVOG Kiviuvog. Kata to ANT, evBexopevn owovopkn Suoxepela evog
A MEMOCOTEPWY and Touc PeyarkiTEpouc eTaipikolc davelohnmree Ba unopolos
va EXEL ONUAVTIKES QUVETIEIES YIA TO SEAANVIKG ¥pNHATOMOTWTIKG olaTnua.

To ANT ouvioTd yia Tov Adyo auTd TNV NEpAITEpwW evioxuon Tne mapakoiolBnanc
TWW HEYAAWY ETALpIKOY EKBECE@Y, PMECW EVIOWUONC TNC QVaAUTIKNS IKAVOTNTAG
Kat Sabeonc npooBetwv MoOpwv, TPOKELNEVOU VA EMTUYXAVETAL EYKALPOC



EVTOTIOMNOS Kal avTipetwmon mbavev eumaBeubv Tou YpnuatomoTwIikol
oUOTAHATOC,

O Mapanave ETHONUAVOEIC anokTouy NpocBeto sviiagspov HETA and mpoodaTta
SnuomedyaTa OXETIKA pE To Ufoc tne Tparelikne ékBeone nmpoc Tov ‘Ouho MEK
TEPNA kair pe depopevo npoPAnuanopo ywa tov BabBud ouykevTpwong tou
OYETIKOU moTwTikod Kivdivou, Emonuaivetal 0T o1 avadopES auTEC amnoTeholy
Snuomoypadikée mAnpodoplee ko Ssv Exsl dnuooonomBel, péypl ofuEpa,
EMONMO £YyYpado TWV EUPKNAIK@Y A SAANVIKLY ESTMOTTIKOV apywy Tou va
emfefawwver ewdikn emormikn mpoeidonoinon ywa Tov ouykekplpevoe ‘Opiho.
Qotogo, o guvduaopo pe TIC yevikoTepeg Guamotwoew tou ANT ya 1
OUYKEVTRWAN Twy sAAnvikwy Tpanelwyv OF TMEPIOMOTMEVO AplBPG MEyalwY
ETQIPIK@Y avTioupBarhopévay, Snioupyolvtal e0AoYa EpWTRKATA ToU Xphnlouy
EMioN NG andvTnong.

Ta idia ta SnNUOOIEUPEVA OWKOVOMIKG gToleEia Tou Oplhou amoTuriwvouv TO
onuavTike HeEyEBog Tou XPNHATOOIKOVOUIKOU TOu anoTunwpatog. Zopdwva He
v eheypévn ETnow Owovoplkn ‘ExkBeon yia tn ¥pron 2025, oL ouvoliKéc
SOVEIOKEC UTIDYPEWOEIC OF EVOTOINUEVO EMNMESo aveépyovTay onic 31.12.2025 oc
nepimou 6,09 Si0. eupw, Evavt 4,87 Swo. supw oto TEAOG Tou 2024, evi TO
ouvoAKG Mpocappoopivo kabapd xpéog Sapopdnbnke os 4,297 Si10. eupaw.

H SidpBpwon, dpwe, TOU oUuyKEKpINévou Savelopol anotelsl kplopo otoxeio yia
myv opln afloAdynon Tou. H iSia n EThoa Owovopikn ‘ExkBson Sisukpivilel 6T
OTO QUVOAIKS MpogapuUoguéve KaBapd xpéoc Nepthapfavovtal xpnHatoSoTAosIC
Epywv Xwpic avaywyrn oTn UnTpwkn eTalpeia (non-recourse project finance), ev To
Mpogapuoopevo kaBapo ¥peog NG UNTPLKNG ETALpEIQS avepyoTav oTo TEAOS TOu
2025 ge 471,2 exar. supw. H alinon Tou evonoimpévou kalapol ¥péouc KaTa mn
ypnon 2025 anodidetal Katd KiUpo Adyo otny kataBolhn TipApaTog nepimou 1,3
Sio. gupw kot ornv évapEn g 35etolg nepodou mapaxwpnong e Neag
Eyvatiac Odod.

Napaiinia, Ta cuvollka Tapewaxka Swbeopa tou Opihou, sEalpoupEvey Twv
Seopsuptvuy KaTaBEoswy, avépyovTav oTo Téhog Tou 2025 o nepinou 1,694 Sio.
gupw, £K Twv omolwv 8529 exar. supw PBplokoviav o eminedo UNTRIKAC
ETalpeiac.

IGuaitepo evluadepov mapouvoalsl kal n eEEMEN Tou KOoTOUuG ¥prnuatodoTnonc.
ZOPPwva MPE TIC OIKOVOMUIKES KATAOTACEIC, TQ CUVOMKA XpPNHATOOIKOVOMIKA
eEoda Tou Oulhou auEnBnkav To 2025 o neplmou 233,7 exar. supw, Evavti 152.5
EKQT. sup® To 2024, eve o1 TOKOoL Kal Ta £Eoda pakpompOBEoHwy
¥onuatodotnoewy aviABav o nepinow 205 exkat. eupw evavTl 1229 exkat. eupw

Kata Tnv mponyoluevn ¥ pnan.



Ta avwTeEpw WeyEdn mpensl, wotooo, va afloloyolvial o ouvduagud pe Tnv
eEEMEN TN AsiToupyikne kepbodopiac Tou Opihou. Katd tn xphon 2025 o
kKOkhoo epyadumy and cuvexilopeves SpactnpldtnTec aviABe oe 3,856 810, eupw,
10 npocappoopévo EBITDA auEnfnke oz 631,44 exar. evpw, Evavti 404 exaTt. eupm
To 2024, Kat tTa kKabapa KeEpdn pETA amo dopouc amd ouveXI{OUEVEC
SpactnpotnTec Sapopdwbnkav o 1366 EXaT. EUpW.

EmmAéov, oOpgwva JE TA TAEOY MpoopaTa anoTeAéopara Tou A° eEaufvou 2026,
o "Ouidoc mapouciooe nMepaiTépm alEnon TN AsToupyikhe Kepdodoplas Tou,
evw To pro forma npocappoopeve kaBapo y¥peog neplopiotnke oe nepinou 3,82
S10. eupw. Exedov TOo olvoAo TOU OUYKEKPLHEVOU XpEouc adopd
HOKPOTIPOBEOHES XPNHATOSOTNOEIS £pywyY, HE HEOT BidpKrela MEpinow eikog £T1,
EVID TV and To B5% ouvBEeTal HE TIc Tapaxwpnosic Tne NEéac ATTikAS 080l Kal
e MNéag Eyvatiag O&o0. Mapddinia, To 93% Tou guvolkol Saveiguol sivan
grafepol emToKioU N avTIOTABUIOPEVD EVAVTL TOU emMToKIaKoU Kivilvou.

Fuvenwg, Ta SnUoclEupEva OIKOVOIKA oTolkela Sev TEKUNPI@VOUV ad' EQUTWY
ugoTapevn YpnHaTooikovopikn duoyépeia Tou Opikou FEK TEPNA. To Dntnua
mou TBeTm eivanl SadopeTiKd Kal euplTERO: KaTa ndoov n EAARviKA MoliTela ko
ol appoBIEC EMOTITIKES ApYEC £Xouv afioAoyYNOEl EMUPKWE TOV CUOTNHIKG Kiviuvo
mou pmopel va Snuioupyel N CUYKEVTPWON onpavTikwy Tpamelikwv
¥pnuatodoThoewy Kal Kplopwy olKovopikwy SpacTnploTATWY O MEPIOPIOYEVD
apiBpo peyahwv EMYEIPNPATIKWY opikwy,

To IATMHa autd Sev afopd QNOKASIOTIKA TN XPNUHATOTIOTWTIKA oTtadspdTnTa.
Adopa apeca kal To Ynoupyeio Yrodopwmv Kal Metadopav, kaBwe o ‘Ouhoc NEK
TEPNA amotehei Evav amo Touc pevahitepouc avadoyxouc, EMEVIUTEC Km
MapIYWenooUxouc umodopwy TNC ¥Wweac.

FOppwva pe TRV EThRoa Owkovolikn ‘ExkBeon tou Oplhou, To ouvollkd
QVEKTEAEOTO UNbAOITO Epywy eixe avEAlBel oto TEAOC Tou 2025 oz 9,2 0. eupw,
napexoviag, onwe avadepel n G n eTapeia, onuavTikn oparToTnTa £pyacuuy
yia Ta EMOPEVA ETT.

ZTo yapropurdkio Tou Opilou neplhapPdavovtal kKploes unodopés Kal Peyaia
Snuoocia Kol ouyxpnuatodoTolusva £pya. EVBEIKTIKG, povo kKatda 1o 2025 n
Buyatpikn TEPNA umeypaye &uo gupBacers pe 1o Yrnoupyelo Yrodopwv kal
Metagopav, Ogoug 205 exar. kan 213,1 exar. gupw, yia ereiyovra £pya
anokaragTacne unodopdwy amd TIC KATAoTpodEc TOU MPoKAAEcav Ta Kalpika
gavopsva «Daniel» kol «Elias», Mapdaiinia, tov Mdaio tou 2025 umeypddn n
gUuBaon napaywpnone yia Tov Bopeio 03ikd Afova KpAtne, oto TUAMa Xavid-
Hparhewo, OQouc 1,75 Sio. evpw kal Sidpkeiac 35 eTwv.



H ifia n dpacmmpuwotnta tou Opilov exteiveTal, peTa&l alhwv, OF KOUPIKEQ
mapaxwpnoelg omwe 1 Néa ATk O86c kKal n Néa Eyvartia O&dc. Mpoxeitan
OUVETILS Yia UTIDBOKHES o1 omolec Bev Exouv HOVO ETIXELENMATIKA onpadia, alhd
ouvBEOvVTalL AQuUEOO ME TN ASToupyia Tne owovoplac, TIC UETAGOpES, TNV
MeEpubEPEIOKN avamTuin Kal TNV EKTEAEON Tou mMpoypappatoc dnpociwy xKom
ouyy pnuatodotodpuevwy ENEVBIOEWY TNC ¥Wpac.

Kard ouvénsia, pia unoBeTikf cofapf Kal napartsTapévh XpnpaTtooiKovodikn
Suoyépeia evoc emysipnpatikol opihou Tétolou peyéBouc Ba pnopolos, umo
Suopeveic ouvBnkee, va unepPfei Ta dpla piac apgiywe eTaipikne umoBeonc. Oa
pumopoloe va Snuioupynoel TAUuTOYPOVEC MECEIC OTIC YpnuaTtodoToloec
Tpanelec, oTnv EKTEAEON HeEyYOAwv dnpooiwv £pywv, oupBaoEwv Mapa)wpnonc
Kai ZAIT, ornv ahuoida unepyoldfuwv kal npopn@suTwy, oTnV anaoyohknon Kal
TeEMKG otV (B1a TV eAAnViKR oikovopia,

To kpigipo enopevws {ntnupa dev eival n dnuoupyia EVIUNWOEWY TYETIKA HE TNV
OLKOVOHIKT] KaTAOTaon OUuyKEKpPIHEVNS ETawpeiag, ahlha To kata nogov 1O
EAMNVIKS Anpogio S1aBETel Touc kaTdriniouc unxaviopolc snomtelac,
MPOANYNC KAl ETOXEIENOKAS OUVEXELQS, WOTE A EvBEXOMEVT HEAAOVTIKNR
SUuOYEpEId OMOWOUSNTOTE JEYAAOU EMYEPNUATIKO0 opihou WPE OTUAVTIER
Tpanelikn £kBeon kKAl CUPUETOXN O Kplowee Onuooiec umodopec va unv
eEeAixBel o esupUTEPO XPNUATOTMIOTWTIKG, BNUoglovodIKe Kal avarmmuElakd
MpOBANHAa,

Karomyv Twv aveTEpw, EPUTWVTAI OI K.K. YNioupyoi:

1. ‘Exouv To Ymoupyeio EBvikne Oikovopioc kan Oikovopikwy, n Tpanela tne
EAAGSoc kal o1 Aoiméc appodiec apyéc aEloAoynoel Tic Emonpavoeic Tou ANT
OXETIKG PE TN ONUOVTIKG CUYKEVTPWON TWY TECOOPWY CUCTNHIKWY Tpameduy
o Koivolc peyakoug eTaipikols avricupBallopEvoug Kal ToIO CUYKEKPINEVA
pETpa exouv AndBei n oxedMalovral yia TNV QvTIHETWMON Tou OXETIKOU
ouaTniKoU KivBlvou;

2. 'Exel npaypatonoinBel and mic appodiec eAANVIKEC EMOMTIKEC ap)EC E15IKA
avaluon 1| aoknon Npocopoiwong akpaiwv KataoTaoczwy (stress test) yia Tig
emnT@osic mou Ba eixe oro eAAnvike Tpanelike olotnpa n ocofapn
¥prnHaTooiKovopiKkf SuoyEpeia EVOC 1) MEPICOOTEPWY aNG ToOuc PEYOAUTEpPOUC
Koivoug eTaipikolc BaveioAqNTEc TwY OuoTnUIK@v Tpanslwv, omwe
emoanpaiver To ANT;



3. AvranokpivovTtal oTnv mpaypatTiketnTta Ta dnuociedpara mepi
mpopAnpariopol supwnaikwy M EAANVIKWY ETONTIKQY apywVv OXETIKG PE TO
Upoc f Tn ouykévTpwon Tnc Tpanelikng ékBeonc mpoc Tov 'Opmho FEK TEPNA
Kal, ywpic va mapafialerar To emommike n Tpanellke andppnTe, EXE
afiohoynBei and Tic appodiec apyec £Aav N CuyKEKpIpEVN £xkBeon Snuioupyei
auEnueEvo Kiviuvo ouyKEVTpwonc yia To ehAnviko Tpaneliko oloTnya;

4. ‘Exel To Ynoupyeio Ynodopwv kal Meragopwv aElohoyrioel Tnv £kBeon Tou
EAlnvikol Anpoociou os nepintwon ocofaphic YpnpaToolKovoMdIKAS #
Aeitoupyikng duoyepiog peyalou KataokevaoTikoU opilou mou exTeAei
TAUTOXPOVO ONUavTIKe apiBpo dnuociuy Epywy, cuNBAaCEWY NAPaYWPNONC Kal
ZAIT ko molo eival To ouvohlike Uoc Twv &v £EeAiEel oupBaoswv Epywy,
mapaywpnoewv Kal ZAIT ornic onoiec ouppeTéxel onpepa o ‘Opihoc TEK
TEPNA f eTaipeiec Tou;

5. Ygioraral ouykekpidEvo oXESI0 EMYEIPNOIOKAC CUVEXEIOS KOl HNXAVIOHOC
apeong mapepfacng tou EAAnvikod Anpociou, wote oe nepitmwon cofaprg
Guoyépelac peyalou avadoyou i nopaywpnololyou va SwodalileTar n
anpooKoNTH OUVEXION TWV Kpiopwy £pywy umodopnc, va npooTtartsdovral ol
Snuooiol MOpol Kal va anoTpETovTal onpavTikes kaBuoTepnosic, MpooBeTEC
Snuociovopkee emPaplivoeic kai euplTeEpec emmmwoeic otnv eAAnvikn
olKovopia;

Av3péac Boplihhag

Emouvanreran n Exdteon tov ANT «GREECE FINANCIAL SECTOR ASSESSMENT PROGRANM -
TECHNICAL NOTE ON SYSTEMIC RISK ANALYSIS» lodwviog 2026,
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GREECE

I EXECUTIVE SUMMARY'

The Greek economy has experienced a strong post-COVID recovery and much improved
sovereign sustainability. Growth rebounded, cutperforming most Euro Area peers, and the
unemployment rate steadily declined to single digits. Substantial fiscal consolidation on the back of
strong growth has reduced public debt-to-GDP and the medium-term risk of sovereign stress is
assessed as moderate, The country regained an investment grade rating from all major rating
agencies by early 2025 with the sovergign spread currenthy in line with euro area peers

Since the last FSAP, the Greek financial sector has undergone a profound restructuring,
characterized by consolidation, strengthened capital positions, and a substantial decline in
nonperforming loans (NPLs) on bank balance sheets. Following the severe stress experienced
during the global financial crisis and Greek sovereign debt crisis—when elevated sovereign yields,
liquidity pressures, and a deep recession drove NPLs to a peak of 49 percent in 2017—financial
stability has been gradually restored, supported by bank recapitalizations and the implementation of
the Hellenic Asset Protection Scheme (2019-20), which reduced banking sector NPLs to 3.4 percent
and improved bank balance sheets and market confidence. Credit contracted sharply during the
Greek sovereign crisis and prolonged deleveraging led to a persistently low credit-to-GDP ratio
relative to pre-crisis levels and the euro area average. Lending has recently shown a moderate
recavery, reaching 11 percent annual growth in September 2025, albeit from a low base. This
recavery has been driven primarily by corporate credit, which remains highly concentrated in large
firms, while household credit—particularly mortgages—has lagged due to low affordability and
legacy NPL issues. The slow pace of MPL resolution by credit servicers may pose limits to credit
growth and thus increase pressure on banks' medium-term profitability.

The Greek financial system remains small by European standards and is highly bank-centric,
with increased concentration following post-crisis consolidation. Four Significant Institutions
(515) dominate the sector, which operate largely under a traditional commercial banking model
focused on deposit-funded lending to large non-financial corporates. Retail and wholesale deposits
account for about 90 percent of liabilities and household deposits comprising nearly two-thirds of
total deposits. A strong and sticky retail deposit base, together with limited competition, has
allowed banks to keep depaosit rates relatively low despite rising interest rates. Banks have also
expanded international operations in 2025—mainly through acquisitions in Cyprus and Malta—
supporting income diversification and regional presence.

Bank profitability has strengthened markedly since 2022, reflecting high net interest margins,
declining loan-loss provisions, lower operating costs, and a sharp reduction in nonperforming
loans, bringing capital ratios broadly in line with European averages. However, capital quality

1 This note was prepared by Paola Morales-Acevedo {team lead for systemic risk analysis), jointly with Radu Cristea
(liquidity stress test), hvan Guerra (L3 analysis) and Wed 5hi (corporate and household analysis) (all at the IMF's
honetary and Capital Markets Department). Technical support on the generation of macroeconamic sCenanos was
provided by Zoltan Jakab, Buy Lama and Matyds Farkas (all IMF). The tearn thanke the authorities for the comstrective
dialogue and support with the provision of aggregated data.
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GREECE

remains weaker than peers due to the Deferred Tax Credits (DTCs) which account for about 45
percent of CET1 capital. The sovereign bank nexus is moderate in terms of direct exposures but is
heightened by contingent government liabilities on bank balance sheets in the farm of the DTCs
and senior exposure to the state-guaranteed NPL securitizations. Although the magnitudes of these
risks are limited, under a severe shock they could amplify negative market reactions.

Benefitting from recent robust economic activity, the corporate sector has improved its
profitability and shows resilience in stress tests. There are signs that some non-financial
corporates are starting to increase their use of leverage, but many continue to lack access to credit
due to unresalved legacy non-performing loans, especially among micro and small firms. Corporates
are found in stress tests to face higher probability of default as adverse macroeconomic shocks
worsen their debt servicing capacity, reduce the share of longer-term financing they could obtain,
and lower their liquidity buffers. Nonetheless, the probability of default of the aggregate corparate
sectar following a shock remains at moderate levels due to the improved balance sheets of active
corporate borrowers; the weak tail of corporates remains largely absent from credit markets.

Households are vulnerable to the high cost-of-living on top of high debt-servicing costs.
Greek households spend a relatively high share of income on essential goods and services such as
foad and utilities compared to other EU countries. The interest casts of their outstanding debt are
also elevated, and most loans are variable rate, expasing households to interest rate shocks.
Househaold-level simulations reveal that Greek househalds are highly vulnerable to shocks to real
income, fallowing which many would be forced to spend a very large share of income (70 percent)
on the basic expenses of food, utilities, and servicing outstanding debt, potentially putting their debt
at high risk of default. Shacks to interest rates appear to have a smaller impact an households and
their credit risks thanks to the ongeing deleveraging which has reduced their overall debt burden.

Bank solvency stress tests indicate that Greek banks would experience only limited capital
depletion under adverse scenarios. However, concentration risk arising from common large
exposures warrants continued monitoring. Under the two adverse macro scenarios considered-—
a inflationary geopolitical shock and a severe recession, consistent with those used in the EA FSAP—
banks remain above their regulatory capital buffers. This is supported by strong net interest income
(MIl), which, despite declining in the recessionary scenario, continues to offset the impact of higher
credit impairments and weaker net fees and commissions income (NFCI). Sensitivity analyses done
to reflect the potential impact of an extended war in the Middle East do not change these
conclusions. On the other hand, sensitivity analyses of large expasures point to a high degree of
concentration across banks toward the same counterparties, with the ten largest common exposures
accounting for 81 percent of aggregate Tier 1 capital (after credit risk mitigation measures). These
findings underscore the importance of enhancing the monitoring of large corporate exposures.

It is recommended that the Greek authorities leverage the current benign environment to
encourage banks to strengthen the quality of their capital and to foster a more diversified
financial sector. Solvency stress test results provide insights into the potential delay in DTC
amartization under downside scenarios, as voluntary amortization could be substantially reduced.
This highlights the importance of continuing to reinforce the guality of banks' capital through an
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accelerated legal phase-out of DTCs. In addition, measures aimed at diversifying bank balance
sheets and mitigating concentration risk vis-a-vis large corporates should be considered. Taken
together, these steps would help enhance the resilience of the banking sector and suppart financial
stability over the medium term.

Greek banks perform well under plausible liquidity stress scenarios following a sustained
build-up of buffers over recent years. Both the liquidity coverage ratio (LCR) and the net stable
funding ratio (N5FR) remain comfortably above regulatary requirements, placing Greek banks well-
ahead of their European peers. Banks can also withstand more severe market shocks—including
thase targeting their sizable sovereign debt holdings—without breaching liquidity thresholds. Only
under more aggressive and less probable scenarios—which simultaneously combine severe market
and funding stress—do any 5ls fall below the 30-day LCR hurdle rate. Mevertheless, owing to
abundant liquidity buffers beyond the high-guality liquid assets (HQLA), stress tests based on a
granular cashflow analysis show resilience for the Greek banking sector.
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Table 1. Greece: Recommendations on Systemic Risk Analysis

Recommendations

Bpeney |

Further enhance the monitoring of large corparate exposunes by
strengthening analytical capacity and allocating additional resources, to
suppart early identification and timely mitigation of potential
vilnesabilities to the financial system,

Bois

Accelerate the legal amortization of DTCs to a timing aligned with the
voluntary schieme for the prudential amortization of DTCs that was
agreed between the 55M and the four systemic banks.

MoF

5T

' | —immediate fwithin 1 year], 5T—5hart term (wathin 1-2 years), MT—hdedium term (within 3-5 vears)
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I INTRODUCTION

A. Macroeconomic Landscape and Trends

1. The 2026 FSAP for Greece takes place against a macroeconomic backdrop that was
improving prior to the war in the Middle East (Figure 1). The post-COVID recovery shows a
strong rebound in growth and an unemployment rate steadily declining to single digits, though
end-2025 inflation remained abowve the ECB's target. Housing prices have risen rapidly from the
traugh in 2017 despite still-weak mortgage lending. Substantial fiscal consolidation on the back of
strong growth has reduced the public debt-to-GDP from 210 percent in 2020 to 146 percent in 2025
and further reduction is expected. The medium-term risk of sovereign stress is assessed as moderate
(Annex Il of 2025 AV staff repart), thanks to prudent fiscal policymaking and the favarable public
debt structure. The country had regained an investment grade rating from all major rating agencies
by early 2025, with a sovereign spread currently in line with eure area peers. Going forward,
however, structural challenges—Ilow investment and labor participation, the dedlining role of Mext-
Generation EL (MGEU) funds in financing domestic investment, adverse demagraphic trends, and
sluggish productivity growth—will weigh an medium-term growth prospects.

Figure 1. Greece: Recent Economic Developments

The ecanomy rebounded strongly i the past-COVID —the disinflation & siowed By shicky sevvices inflabion,
FECOVETY...
Paost-2020 Real GDP Recovery Inflation Decomposition
= FO- 11 Percenide
125 —tiecha 511
ial —{F _FF'_._'_,_.—'—"'-'_ i
i35
10 1]
105 4D
10a F1]
& an
@
IEEBIEHBARARLEATRGHES s
HEBRRHHAHEARAAASRREARY a0
Siraii: Busssiat Haw hsabtics sind BAF Stall Cakiibatiaf 23 Apgr23 - 14 Qar-3d bdyrp-5 [
Main: The pecentiiss ae cakulstsd relstros 1o Durepsan Unian mesmbemn Sam i Erpiaaral Hiwpr nql_-,-l-;h;-'\.leF S Tl e

INTERMATIOMNAL MOMNETARY FUND 11



GREECE
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Figure 1. Greece: Recent Economic Developments (concluded)
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2. Residential real estate prices have
risen significantly from the trough in 2017,
with the price-to-income ratio surpassing the
pre-2008 peak level in nominal terms. Price
dymamics in the residential real estate sector
largely reflect existing structural housing
shortages and are partially fueled by domestic
cash buyers and foreign demand, The net flow
into howsing loans is barely positive as indebted
households continue to service their legacy debt
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originating from the credit beom in mid-2000s. Residential real estate prices are assessed as
moderately overvalued in 2024 by various metrics (text chart).®

* The deviations of the price level or the price-to-rent ratio from the respective long-term trends, and the gap
estimated from a structural model (see TH for macroprudential policy framework and tools) all point to moderate

ovendaluation
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3. Since the last FSAP, the Greek financial sector has undergone a significant
transformation marked by consolidation, enhanced capitalization and a substantial reduction
in non-performing loans (NPLs) on bank balance sheets. During the Greek sovereign crisis, the
systern experienced severe stress as confidence eroded sharply and the economy slipped into a
deep recession. Banks faced acute liquidity constraints alongside a surge in NPLs, which peaked at
49 percent in September 2017. Since 2018, the banking system has gradually regained stability
supported by recapitalization efforts and the implementation of the Hellenic Asset Protection
Scheme (HAPS) in 2019-2025, which played a crucial role in accelerating the reduction of banks'
MPLs (now at 3.4 percent), strengthening banks’ balance sheets, and restoring market confidence.

4. Credit contracted sharply during the crisis but has recently seen a modest recovery
(see Figures 2 and 3). Prolonged deleveraging over more than a decade led to a sustained decline
in the credit-to-GDP ratio, which remains well below pre-crisis levels and the euro-area average. The
credit-to-GDP gap remains deeply negative, which could canstrain long-term growth. Deleveraging
was observed in both the corporate and household sectors, and as of 2024, debt-to-GDP ratios for
both are below the EU average. Bank loans dominate financing for both nen-financial corporates
(MFCs) and households. By September 2025 credit growth reached 11 percent year over year,
however, the nominal volume of outstanding loans in the banking sector remains well below its pre-
crisis peak. The modest recovery has been driven mostly by loans to large corporations. As of June
2025, the largest 10 corporate exposures represent 122 percent (10 percent) of banks' T1 capital
(total assets). In contrast, househaold credit growth has been more subdued, with mortgage lending
remaining sluggish due to lack of demand and legacy NPLs.

5. The slow pace of NPL resolution by credit servicers’ pases challenges for credit growth
and long-term banking profitability. NMFLs managed by credit servicers totaled €72.6bn (original
par value) as of September 2025 (equivalent to a 30.5 percent non-performing private sector debt
ratio). Half (€37.6bn) are related ta HAPS while the other half (€35bn) originated from direct sales by
banks.* The strict credit underwriting criteria that have been adopted by the Greek banking
institutions render a portion of households and corporates (largely SMEs, whose owners provided
personal guarantees and housing collateral for their loans) with outstanding NPLs managed by
credit servicers as higher risk, which limits the universe of domestic banking clients. About 20
percent of existing corporate loans and over half of household loans (by volume) remain non-
performing.

1 Credit servicers are specialized nonbank financial institutions that deal exclusively with the management and
resalution of MPLs amd aother distressed assets, Their primary activities are payment collection, debt restructuring, and
collateral bguidation. They do not hold these loans on thedir own balance sheets but are funded by fees based on
thesir assets under management. The credit seracers were primarily set up to manage the large quantity of laans
offloaded from Greek bank balance cheets, and the assets that they manage are largely controlled by foreign
investment firms that do mot have other significant connections to the Greek aconomy.

4 There are 23 transactions in total under HAPS that have been done in three phases: HAPS | (2019-20) and HAPS 1|
[2022-23) for the fowr 515, and HAPS 11 (2024-25) for LSs.
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Figure 2. Greece: Corporate and Household Balance Sheets
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Figure 3. Greece: Credit Trends
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Figure 3. Greece: Credit Trends (concluded)
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6. Downside risks to the economy could materialize and have spillover effects on the
financial system. The slowdown in the major euro area countries—potentially exacerbated by
higher trade barriers, including U.5. tariffs on EU imports, and persistent policy uncertainty—could
weigh on trade, tourism, and foreign direct investment, with adverse effects on business eamings,
employment, and banks' credit quality. Geopolitical tensions continue to pase risks through
commodity price volatility, cybersecurity threats, and renewed inflationary pressures. The war in the
Middle East and the associated surge in energy and related commadity prices (such as fertilizers),
has deteriorated the near-term outlook for the Euro Area. The impact on the economy and financial
systern will largely depend on the duration of the conflict and the persistence of elevated
commaodity prices. A resurgence of inflation could trigger tighter financial conditions, undermining
investor confidence, restraining investment, and pressuring banks' access to liquidity and capital
markets. A sharp repricing of global financial assets or a deterioration in intermational financial
conditions could adversely affect the balance sheets of households and firms, with spillovers to the
banking sector, while a sudden house price correction would weaken banks’ asset quality and
constrain credit supply. Although the domestic banking system is now considerably more resilient
than in the past, these external shacks could dampen credit growth, raise funding costs, and erade
the quality of loan and investment portfolios.

B. Financial Sector Structure and Vulnerabilities

7. The domestic financial system is small by European standards and is dominated by
banks. The domestic assets held in the financial system amount to €376.8bn as of September 2025
(152 percent of Greece 2025 GDP), considerably below its past peak. Banks account for 84 percent of
these assets, while non-bank finandal institutions (MBFIs) hold the remainder 16 percent and have
limited direct linkages with the banking sector. The maost significant are insurance companies (34
entities amounting for 5.8 percent) followed by collective investment undertakings (13 entities
representing 4.3 percent). The remainder is distributed among investment firms, pension funds, and
other NBFIs. In addition, credit servicers manage a significant portion of MPLs under recovery that
are outside the banking system (Table 2, Figure 4).

16 IMNTERMATHIMNAL MONETARY FUMD



GREECE

Table 2. Greece: Structure of Financial System
Structure of the domaestic financial system as of December 2024
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8. Banking sector concentration has increased markedly following post-crisis

consolidation. The share of the five largest banks in total assets rase from 69 percent in 2009 to %6
percent in 2024, reflecting consolidation after the sovereign debt crisis and the resolution of weaker
institutions. The four Significant Institutions (S1s) now dominate the system, holding on a salo basis
€293 bn in assets (92.7 percent of the total), while a small number of Less Significant Institutions
iL3ls) account for a further 5.3 percent.

9. Overall, banks operate under a traditional commercial banking business model, relying
primarily on deposit funding and lending to large non-financial corporates. As of December
2025, loans to non_MF| account for approximately 43 percent of total assets, with credit ta non-
financial corporations representing 68 percent of private sector debt, followed by housing and
consumer loans at 21 percent and 7 percent, respectively. Securities holdings make up 29 percent of
total assets and are predominantly government securities (60 percent). Mare than half of these
holdings are Greek government bonds, largely classified as held to maturity (79 percent) and
measured at amortized cost rather than fair value, thereby limiting sensitivity to short-term market
price fluctuations. Exposure to fareign sovereign bonds is mainly to issuers from the European
Union and G10 countries (Figure 4).

10.  Greek banks’ funding increasingly relies on retail and wholesale deposits, representing
around 90 percent of total liabilities. The deposit franchise is particularly strong, with household
deposits alone accounting for 64 percent of total deposits. Retail deposits remain “sticky” due to
households limited appetite for money-market funds or other higher-yield alternatives. Additionally,
the high concentration in the banking sector restricts competition for depasits, giving banks greater
pricing power and enabling them to keep deposit rates relatively low, even during periods of rising
interest rates.
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11.  Greek banks further expanded their international operations in 2025, supporting
income diversification. Expansion was driven by targeted acquisitions and consolidation, primarily
in Cyprus, reinforcing banks’ presence in South-East Europe. As of June 2025, assets of foreign
subsidiaries and branches reached EUR 57.3 billion (13.4 percent of consolidated assets),
concentrated mainly in Cyprus and Bulgaria; loans accounted for 48 percent of these assets.
International activities recorded higher profitability in the first half of 2025, contributing 16.5 percent
to graup profits (Figure 4).

Figure 4. Greece: Financial Sector Structure
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Figure 4. Greece: Financial Sector Structure (concluded)
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12. Banking sector profitability has improved markedly since 2022, supported by
favorable net interest margins, declining loan-loss provisions, and reduced non-interest
expenses. Greek banks are well positioned relative to peer countries in terms of earnings and
efficiency. As of December 2025, Return on Assets (ROA) stood at 1.3 percent and Retum on Equity
(ROE) at 12 percent, compared with ELJ averages of 1.0 percent and 11.7 percent, respectively,
Strong operational efficiency is further reflected in significantly lower cost-to-income ratios—37
percent compared to an EL) average of 49,7 percent—reflecting a combination of structurally lower
operating costs (following post-crisis restructuring) and currently elevated revenue levels, Going
forward, profitability is expected to moderate as net interest margins ease from recent highs,
Maintaining earnings performance will therefore depend increasingly on further cost discipline,
growth in fee-based income, continued improvements in asset quality, and prudent credit expansion
(Figure 5.

13. Higher profitability and a marked reduction in NPLs have strengthened Greek banks’
capital positions, bringing them broadly in line with European averages. s of December 2025,

the Commeon Equity Tier 1 (CETT) ratio Capital Requirements and CET1 Ratio
reached 15.5 percent, marginally below the » . j B o
EU average of 17.7 percent, while the total o cmaammic rck ke
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1.3 percent in September 2025, largely supported by the Hellenic Asset Protection Scheme (HAPS).
Motwithstanding this progress, MPLs remain above the EU average (1.6 percent as of December
2025), and a sizable share of loans removed from bank balance sheets has yet to be fully resolved.
The leverage ratio (fully phased-in definition), at 7.7 percent in December 2025, is above the EU

average of 7.1 percent.

Figure 5. Greece: Profitability amd Capital
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Figure 5. Greece: Profitability and Capital (concluded)
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14.  While the liquidity position of the banking sector has steadily improved over recent
years, Greek banks’ liquidity buffers remain heavily concentrated in holdings of domestic
sovereign debt. Greek banks have improved their liquidity markedly above European peers, despite
operating in an environment where the ECB tightened monetary policy and previous Targeted Long
Term Refinancing Operations (TLTROs) liquidity operations were gradually repaid. Amid a steady
build-up of high-guality liquid asset (HQLA) buffers, as of December 2025, Greek system-wide
liquidity indicators—liquidity coverage (198.8 percent), net stable funding {136.4 percent), and asset
encumbrance (8.6 percent) ratios—place Greece well-ahead of its European peers (Figure &, panel 1),
with regulatory requirements comfortably met by Greek banks. Nevertheless, with the sovereign-
bank nexus in Greece remaining a vulnerability, 63 percent of Greek banks’ HQLA is concentrated in
central government securities—a largely domestic exposure and a significantly elevated one relative
to Eurapean peers (Figure 6, panel 2).

Figure &, Greece: Liguidity Indicators and Sovereign Exposures
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15.  The sovereign-bank nexus is sizable due to notable contingent government liabilities
on bank balance sheets. Greek banks hold Greek sovereign securities amounting to 9.2 percent of
total assets as of Decernber 2025, in line with other euro area countries. However, when state-
guaranteed assets are also included, exposure rises to over 19.3 percent (see Figure 7). The
additional contingent liabilities of the Greek state consist of DTCs and the state-guaranteed senior
bonds from the HAPS securitization schemes of their own NPLs, as explained in more detail in the
next paragraphs. The additional contingent liabilities of the Greek state consist of DTCs (3.1 percent),
the state-guaranteed senior bonds from HAPS securitization schemes of their own NPLs (4.5
percent) and ather guarantees pravided to banks {06 percent). Such indirect exposures are mare
likely to be called during a severe economic downtum and together they represent 36.4 bn (or 14.6
percent of Greece 2025 GDP), which could increase the fiscal burden during a time when sovereign
spreads would likely already be under pressure. Furthermore, the Greek government still halds
equity stakes in two banks {one 51 and one L5} through the Hellenic Corporation of Assets and
Participations (HCAP).S

16. DTCs compromise the quality of capital of Greek banks. The Greek government passed a
law in 2014 allowing for the conversion of Deferred Tax Assets (DTAs) into DTCs.® DTCs are not
deducted from regulatary capital as banks can exchange them for a government equity infusion if
they record losses. While non-deductibility is aligned with EU prudential standards, their high
relative size—€11.45 bn, equivalent to 43.4 percent of CET1 capital as of December 2025—
overstates the underlying solvency of Greek banks. DTCs heighten the sovereign-bank nexus due to
the potential sovereign capital injection which would dilute private investors. To tackle this issue, the
four 515 recently adopted a voluntary accelerated prudential amortization scheme of DTCs in
propartion to their payout of dividends every year. According to current projections, DTCs would be
fully amortized by 2031-33, as opposed to 2041 with the current legal amartization calendar. While
this is an interim salution, the codification in Greek law of an accelerated amortization of DTCs to a
timing aligned with the voluntary prudential amortization scheme currently in place would be a
preferred solution to deal with this issue acrass all banks.

P HCAF absorbed in 2024 the Hellenic Financial Stabifity Fund (HFSF) that was created during the Greek criss to
recapitalize Greek banks

* These losses were recogrized due to (i) banks' involvement in the Greek sovereign debt restructuring (amortized
over 30 years); and (i) provisions and write-offs of NPLs (amortized over 20 years). Such bosses created a temporany
difference batween accaunting standards and taxation rules that resulted in DTAs. The Greek Law allowed banks to
convert OTAs until Movember 2016 5o there are not any new DT since then. In June 2025, OTCs still represent bb
percent of OTac. Although similar laws were passed in other European countries (Italy, Portugal and Sgain), OTCs'
size relative to banks' capital & smaller.
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Figure 7. Greece: Sovereign-Bank Nexus
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17.  While the HAPS securitization scheme has effectively reduced bank NPLs, it has
resulted in credit servicers handling a large volume of NPLs outside the banking sector. Under
the HAPS scheme, banks wrote down and securitized NPLs that originated pricr to 2019, Unlike &
typical bank asset cleanup, these loans were repackaged into structured products which were
partially retained by the banks, The securitization left banks with sizeable senior tranches of the NPL
portfolios and five percent of junior and mezzanine tranches’. Qutside non-bank investars (mostly
intemational private credit firms often affiliated with the MPL portfolio servicers) bought the majority
of mezzanine and junior tranches, ® The bank-owned senior securitization notes benefit from a state
guarantee that also provides for zero-risk weight for capital purposes, The fee for this guarantee is
paid by the SPV as part of the payment waterfall. Given the guarantee and zero risk weight for the
senior tranches, and the international and equity-funded nature of the ather investors, the residual
risk to the banking secter and broader domestic financial system from these loans is low, assuming
that the soversign guarantee remains in place,

18.  HAPS senior notes are non-tradeable, lack of contractually fixed Senior principal
repayment schedule, and are held to maturity on banks® balance sheets, If NPL recovernies
underperform initial projections, these notes could face a shortfall at maturity, which would result in
a call of the soversign guarantee. In addition, if the HAPS securities were to be reclassified to stage 3
{credit impaired] under IFRS % accounting rules, they would be incorporated as liabilities into the
government debt stock, Such risks appear to be low in the near term, given the long maturity (often
30 years or greater) of the senior tranches and the lack of contractually fixed Senior principal
repayment schedule,

! The retention of five percent of the mezzanine and junior tranches on banks’ balance sheets is reguired 1o comply
with the minimum risk-retention requirements under the Capital Requirements Regulation {CRE) for securitizations,
theretyy ensuring full adherence to the applicable regulatory framewark.

* In addition to the senor bonds, banks alse kept 5 percent of each of the junior and mezzanine tranches.
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il Interconnectedness

19.  The Greek financial sector has a relatively simple structure centering around banks.
Banks operate according to traditional business models focusing on deposit taking and loan
provision, with limited linkages with the non-bank financial sector (Table 3, Appendix 1}, Banks'
funding is mainly from domestic customer depaosits, especially from households (61.9 percent of
GDP as of 202503) and NFCs (21,5 percent of GDP), while government deposits remain modest at
3.6 percent of GDP. On the asset side, banks provide loans to NFCs (32 percent of GDP) and
households (15.5 percent of GDP) and maintain a sizable securities portfolio of which domestic
government bonds account for 13,7 percent of GDP, and securities issued by both the official and
private sectors from the rest of the world add another 24.4 percent of GDP, In addition to deposits

at banks, households alse hold small amaunts

i . . Gross Issuance of Debt Securities by MFCs
of listed shares issued by domestic corporates Mibon eurs

(3.7 percent of GDP) and investment fund o

shares (6.2 percent of GDP from domestic o

issuers and 4.9 percent of GDP from abroad). 5000

Financing for NFCs mainly comes from bank A0

laans but also from listed shares (203 percent |

of GDP) which are largely held by foreign bt

investors (13.7 percent of GOP; the corporate

bond market is small with outstanding debt m: . ‘ H I s | o1 | ‘

securities issued by MFCs at 2.8 percent of e
GDP, although issuance has been picking up Seurce Bank of Grissce

again (text chart).

Table 3. Greece: Cross-5ector Financial Exposures
Percent of GDP, as of 202503}

Central MNon-financial General Househokd  Rest of
Creditor/Debtor bank Banks MEFls corporations government sector the world
Central bank 0.8 0. o.n 150 0.0 4E.0
Banks 0.0 43 ita 139 15.5 3.3
MEFIs 0.5 4.2 4.1 1.5 0.1 08
Mon-financial corporatior an 21.8 0.3 13 0. 2.1
General government 14.3 4.5 0.& 4.9 1.5 4.3
Hausehold sector 0.1 63.2 7O 49 ¥ B2
Rest of the world 43.2 259 11.1 14.4 43 0.0
Souwces Eurostat, Matlonal Account, Sectoral Financlal Account; and IMF staff caloulation
Mote: The househald s=ctor includes nan-profit instibutions serving households. Exposures between the cenitral bank and the rest
of the woold reflect transactiors within the European Systern of Central Banks, ie, TARGET and correspondent account bafances. |

20.  Banks have gone through the cycle of deleveraging and releveraging with respect to
their cross-border exposure after the Global Financial Crisis (GFC). During the sovereign debt
crisis, banks reduced their claims on banks from other Euro Area (EA) countries as well as holdings
of non-EA debt securities, resulting in foreign assets falling from the peak of 35 percent of total
assets in 200903 to the trough of 12 percent in mid-2018 (Figure 8), Since then, banks again
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expanded their foreign exposure, but this time via increased holdings of sovereign and corporate
debt securities issued by other EA countries. On the liabilities side, foreign currency and deposits
temporarily surged around 2019 before stabilizing at more modest levels. The recent increase in
foreign liabilities points to banks' issuance of securities and listed shares to foreign investors.
Overall, Greek banks' foreign exposure concentrates in other EA member states and to a lesser
extent, to offshore financial centers. As part of banks’ diversification strategy, banks have also
expanded their international footprint, including into bancassurance (banking and insurance)
businesses.

21.  The footprint of Non-bank financial institutions (NBFIs) remains moderate. At |ess than
one-fifth of the financial sector by assets, the NBF| sector mainly consists of investment funds and
insurance corporations in addition to other financial intermediaries and financial auxiliaries, with
only a small presence of pension funds and money market funds (Figure 9), Irnvestment funds and
companies have grown significantly since the pandemic, driven largely by rapid expansion of bond
funds, which, among other things, particularly increased their holdings of debt securities issued by
maonetany and financial institutions (MFIs) both domestically and from other EA countries, potentially
deepening the interconnectedness between banks and MBFIs. The balance sheet of the insurance
sector has expanded slowly and is around 5 percent of the financial sector, with non-life and
composite undertakings dominating the sector, The insurance sector is small in Greece compared to
other countries, with gross written premiums (GWP) representing only 2.3 percent of GDP versus the
European average of 7.4 percent of GDP, The investment of the insurance sector is largely placed in
bonds with small direct exposure to real estate and equity. Both the government bond and
corporate bond portfolios of the insurance sector are heavily tilted towards EL) issuers, while the
exposure to Greek soversign and corporate bond seems in line with peers. There are some
bancassurance-style interconnections between banks and insurance firms as banks start to
undertake acquisitions or mergers with insurance companies to diversify their business models and
income sources, Going forward, the trend would likely continue, intensifying the bank-nonbank
MEXUS,

Figure 8. Greece: Banking Sector Cross-Border Exposures
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Figure 8. Greece: Banking Sector Cross-Border Exposures (concluded)
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Figure 9. Greece: Non-Bank Financial Institutions
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Figure 9, Greece: Non-Bank Financial Institutions (concluded)
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Y MACROECONOMIC SCENARIOS

22.  The resilience of the corporate, household and banking sectors was assessed under a
set of three macro-financial scenarios. These include a baseline scenario aligned with the October
2025 World Economic Outlook (WEQ) projections, along with two adverse scenarias detailed below.
The adverse scenarios capture the main nsks identified in the Risk Assessment Matrix (RAM)
(Appendix I} and are consistent with thase used in the euro area FSAP. The scenarios are simulated
using IMF's Global Macra financial Model (GFM).

» The Recessionary Scenario features a synchronized global slowdown amplified by sovereign debt
distress in the euro area, a widening of credit spreads, term premium decompression, and
confidence losses softening aggregate demand. Accommodative monetary palicy mitigates the
adverse impact on aggregate demand.

» The Geopolitical Scenario features a materialization of a further escalation of geapolitical
conflicts, heightening commodity price volatility and disrupting global production chains, with
large adverse trade, price, and tariff shocks (“trade wars") slowing growth. Fiscal policies in
countries with fiscal space are used to counteract partly the fall in demand and suppart
consumption. However, the inflationary impact of production chain disruptions leads to
monetary palicy tightening.

23.  In both scenarios, a slowdown in global economic activity dampens external demand
for Greek exports and tourism services. Under the recessionary scenario, Greece experiences a
slowdown of econamic growth with a cumulative decline of -8.4 percent in real GDP over the first
two years of the scenario, accompanied by an increase in unemployment to 15.5 percent and a
decline in inflation to -0.15 percent. In the geopolitical scenario, cumulative GDP growth over the
first two years is projected at -6.8 percent, with unemployment rising to 13 percent and inflation
accelerating to 4.9 percent. While in the geopalitical scenario, short-term interest rates rise by 1.4
percentage points, in the recession scenario they fall by 2.2 percentage points, reflecting the
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differing inflation dynamics across the two scenarios. Long-term interest rates surge to 5.8 percent
in the geopolitical scenario and to 6.6 percent in the recession scenario. As a result, term spreads
widen significantly—by up to 4.5 percentage paints in the recessionary scenario—indicating
heightened sovereign stress (Figure 10). Although these scenarios are considered adverse given the
prevailing macroeconomic conditions, their severity ramains materially lower than that experienced
during the Global Financial Crisis and the Greek sovereign debt crisis, when real GDP contracted by
approximately 26 percent from peak to trough and the unemployment rate reached 278 percent.

24.  While the adverse scenarios were defined prior to the outbreak of the March 2026
Middle East conflict, they remain relevant, as they are significantly more severe than the WEO
April 2026 reference forecast and markedly more extreme than the WEQ severe scenario in
terms of GDP and corporate and credit spreads. Compared with the October 2025 WED
projections, the April 2026 reference forecast reflects slightly weaker growth and higher inflation.
The adverse scenarios considered here remain much more severe than any current projections, as
they both incorporate a two-year contraction in GDP. Under the WED severe adverse scenario, real
GDP growth slows but does not contract, in contrast to the two-year GDP contraction assumed
under the adverse scenarios. Inflation is also modestly higher than in the geopolitical scenario,
reflecting the larger and mare pralonged shock to oil prices.

Figure 10. Greece: Macroeconomic Scenarios
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Figure 10, Greece: Macroeconomic Scenarios (continued)
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25.  Consistent with the EA FSAP, the market risk analysis was conducted against two
short-term market stress scenarios. These were calibrated to capture high-frequency market price
and volatility movements using an Expected Shortfall approach. The scenarios are displayed in Table
2: The scenario in the left-calumn is aligned with the recessionary macro scenario, featuring a drop
in commadity and equity prices, a larger increase in the credit spread of mid- and high-risk EA
savereigns, while the short-end of the EUR yield curve remains muted. The scenario in the right
column is aligned with the geopolitical macro scenario, featuring an increase in interest rates
(particularly at the short end of the EUR yield curve), commodity prices and credit spreads, together
with a sharp contraction in equity prices.

N CORPORATE AND HOUSEHOLD ANALYSES

A. Corporate Analysis

26.  The NFC sector has recovered from the sovereign debt crisis, but some firms continue
to be burdened by legacy debt. The post-pandemic period in particular is associated with strang
rebound of corporate profitability amid robust domestic and external demand, and the median
return to assets among all size groups of NFCs rose to historical high (Figure 11). This has
strengthened the solvency and liquidity conditions of NFCs, especially among micro and small firms.
Meanwhile, firms appeared to have started taking on more debt: the median leverage of medium-
sized and large firms is approaching the pre-GFC period, though it is still below the historical peak.
Micra and small firms have increased their leverage more slowly, likely due to non-resolved legacy
non-performing debt that hampers their access to new credit. In aggregate, debt held by firms with
interest coverage ratios (ICRs) below one remains elevated at 20 percent and is concentrated in
construction, professional activities, and to a lesser extent, accommadation and food, and the
transport sector. The angoing war in the Middle East could exacerbate existing vulnerabilities and
affect NFC profitability through weaker external or domestic demand, higher borrowing costs, and
higher input costs.
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Table 4. Greece: Market Risk Scenarios

Recessionary - market Geapaolitical - market
Risk Factaf Limit dalta shock vl ahipck deliaahock  wol ahock
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CH | industrialmestals ralative Changa, parcant -2B.1 4B
perecious metals -16.3 17.4
CR-low-5Y 721 B5.5
CR-low- 10y ER.3 B35.2
CH-mid-5Y 168.8 11F7B
CH E:Hé_r:;;:;: absaluie change, bas ;E.: ;E::
CA-high-10Y 319.3 206.8
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Ch: commadities: CR: credit spreads; EQ: equity; IR: interess rates.

Mote: The third column provides the wit of the shiade for each factor, and the fousth and soch columns the size of the shock

relatree to the starting point.
Source: |BAF stafi

Figure 11. Greece: Historical Trend of Non-Financial Corporates
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Figure 11. Greece: Historical Trend of Non-Financial Corporates (concluded)
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Sowces: Moody's Orbés; and IBAF staff caloulation.
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27.  The corporate sector analysis is based on the macroeconomic scenarios presented in
the previous section.® Firm-level characteristics, most notably the interest coverage ratio as well as
the share of long-term debt and the share of current assets, are found to be closely associated with
the probability of default (PD) of individual corporates. Macroeconomic variables such as real GDP
growth, unemployment rate, the corporate sector borrowing cost (especially long-term interest rate
and the corporate borrowing-deposit spread) are also found to be correlated with historical PD
moves, including indirectly through affecting aforementioned firm-level characteristics. It should be
noted that the firm-level panel regression analysis does nat have a regime-switching feature, hence
the estimated time-invariant coefficients may not be able to fully capture the significant structural
changes over the past two and half decades in Greece.

¥ Please refer to appendix Il for data and estimation details.
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28.  The projected aggregate debt-weighted PD increases sharply before moderating in
2028 under both adverse scenarios with the recessionary scenario featuring a larger rise in PD
(Figure 12)." The changes in projected PDs under the recessionary scenario mirrar mainly the drop
in the median ICR but also reflect deteriorating debt structure as the share of long-term debt drops
and stays low. The increase in PD is less pronounced under the geopolitical scenario since the
smaller negative shock ta income has a milder impact on ICR. However, the elevated short-term
interest rates seem to be associated with (temporary) liguidity pressures, as can be seen from the
sizable drop of the median value of the share of current assets. Overall, the recessionary scenario
turms out to be the more severe scenario under which the debt-weighted average NFC PD is
projected to more than triple at the peak of stress relative to its 2025 level. The increment of the
shocked PD is smaller than during the sovereign debt crisis, largely thanks to the improved
corporate balance sheets, but also reflecting the fact that the weak tail of NFCs remain insolvent and
are not able to access new credits.

Figure 12. Greece: Non-Financial Corporate Sector Vulnerability Analysis
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0 Az the firm balance-sheet information is only available up to 2021-22 due to delayed reporting, the POs for 2023-
25 are calculated based on predicted firm-level characteristics and subject to errors ansing from the differences
between astirmated and actual firm balance sheets, To mitigate such errors, we calibrate the regression constant so
that the resulted debt-weighted average PD for 2025 is aligned with the sctual PO for 202502 provided by the BolG.
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Figure 12, Greece: NMon-Financial Corporate Sector Vulnerability Analysis (concluded)
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Mote: s the macroeconomis scenanos do not centaln shocks to specific sectors or segments of firns (2. te SMEs) and the

estimation procedune 5 apprasimately lnear, the shocked distibutons for firm-level vanaiiles by sector or by size woild mowve
_almost unifarmly accarding ta the pattemn displayed by the median.

B. Household Analysis

29.  The household sector as a whole has deleveraged, but some vulnerabilities remain at
the individual household level. The micro-level information on household labor status, income,
expense, and balance sheet used for the anakysis comes from the ECB's Household Finance and
Consumption Survey (HFCS), last performed in 2021."" According to the HFCS, median household
debt-to-income is broadly in line with other EU members, and the debt-to-asset ratio is near the
lower end, but there remains a significant share of highly indebted households—debt held by
households at the 75th percentile stands above 200 percent of income (Figure 13). Moreowver,
compared to peers, Greek households spend a higher share of income on food and utilities, and for
those not occupying own properties, also on rent; higher energy prices resulted from the ongaoing
war in the Middle East would further worsen households’ cost-of-living pressures, The interest costs
of Greek households’ outstanding debt are also elevated relative to peers, Following past-FSAP
practice (e.g., Spain 2024, Slovak Republic 2025), we consider two vulnerability indicators to identify
at-risk households: a debt-service-to-income [D5TI) ratio greater than 0.4, or a ratio of debt service
and expenses on food and utilities (“essential expenses”) to household income (the augmented
DTN greater than 0.7, Based on these two measures, debt held by at-risk households is still high at
almost 20 percent for DSTI above 0.4, or 33 percent for augmented DST| above 0.7.

" Lee Appendix Il for details about the data and the methodology. It should be nated that the 2021 HFCS could still
be under the infleence of the pandemic while miss the strong post-pandemic relsound and hence may overstate
wulnerabilities of household income prospects. In contrast, the 2027 HFCS s not affected by the high-inflation peraod
starting 2022, during which the elevated food and energy costs may exacerbate howsshold vulnerabilities, especially
for those at the lower end of the income distribution. Results of stress tests and sensitivity analyses are presented as
deviations from the baseline to mitigate the bias arising from the non-current household distribution.
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30.  The household vulnerability analysis simulates households’ ability to service their
existing debt under the same macroeconomic scenarios as in the bank solvency stress tests.
The key macro variables of interest are the unemployment rate, changes in the real earmings
(proxied by changes in real GDP), and the interest rate (three-month EURIBOR). Moreover, to isolate
the effect of negative shocks to unemployment ar eamings, or positive shocks to interest rates, we
consider three additional sensitivity analyses constructed by replacing, respectively, the
unemployment rate path (or the real GDP path) under the baseline by the one in the recessionary
scenario, or the interest rate path by the ane in the geopaolitical scenario. It should be nated that the
household balance sheets underlying the simulation are dated to 2021-22 and could introduce
biases to the simulated results relative to actual household balance sheets in 2025,

. Simulations suggest that households are vulnerable to negative income shocks, and to
a lesser extent, higher interest rates. The distnbution of DSTI is especially sensitive to shocks to
the real eamings growth (Figure 14), which could result from a recession but may also correspond to
high-inflation episades as in 2022-23 when inflation outpaced wage growth, leading to declining
real income. Shocks to interest rates and the unemployment rate on their own have more modest
impacts on DST1.2 Overall, the lower half of the DSTI distribution shows resilience under both the
recessionary and geopaolitical scenarios with the median DSTI around 3 percentage-point higher in
2028. However, the upper half of the DSTI distribution would incur a more pronounced upward shift
under the recessionary scenario than under the geopolitical scenario. This suggests that the high-
DETI households are more vulnerable to a combination of severe income shocks and
accommadative interest rates, as imbedded in the recessionary scenario, than to temporarily higher
rates amid less negative income praspects as in the geopolitical scenario.

32.  Exposure to at-risk households becomes more significant if the cost-of-living
pressures facing households are considered on top of debt servicing pressures. We calculate
the average DSTI and the average augmented D5TI (including expense on food and utilities) over
the three-year forecast horizon and identify at-risk households by the high debt servicing pressure
(D5TI=0.4) and high cost-of-living pressures (augmented D5TI=0.7). The share of debt held by high
D5TI househalds will be 5 percent above the baseline in the geopolitical scenario, mainly due to
higher costs of servicing variable-rate loans, and 3 percent in the recessionary scenario (Figure 14).
However, if the need to cover essential spending on food and utilities is also considered, the share
of debt held by high augmented D5T| households would rise to 16 percent above the baseline
under the recessionary scenario, mostly due to reduced real eamings.

1= The simaulated impact of shocks to the unemployment rate likely understates the actual impact in the real warld
becase to separate shacks to employment and samings, we assurme that unemployed individuals are able to get
back to the same wage path once they return to employment. In reality, the samings prospects would also be
influenced by the unemployment shock, and long-term unemployed could suffer permanent lossas in their expected
wapes.
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Figure 14, Greece: Household Vulnerability Analysis
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D BANK SOLVENCY STRESS TEST

33. The FSAP assessed the resilience of the banking system under the macroeconomic
scenarios through a top-down solvency stress test. The exercise covered the four significant
institutions (51s), which together account for aver 95 percent of total banking system assets. The
cutoff date for the exercise was June 2025, and it was conducted over a three-year horizon. The

stress test relied on bank-level superisory data, including FINREP and COREP templates, as well as
the ECE Short-Term Exercise (STE) templates.

34. The solvency stress test follows the standard FSAP stress test approach (Appendix IV
5TeM). It assesses whether banks have adequate capital buffers to withstand a set of
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macroecanamic shocks projected under the three macroeconomic scenarios. The diagram below
displays selected components of the solvency stress testing framework (Figure 15). The link between
the macroeconomic scenario and the financial staterments of an institution is made through various
satellite models for credit risk, market risk and prafit and loss (PEL) companents, The exercise is
conducted under the assumption of a static balance sheet, whereby both assets and liabilities are
maintained at their cut-off date levels throughout the stress-testing horizan. Under this assumption,
no write-offs oceur, and new originations are equal to maturing loans.

35.  Banks’ resilience is assessed against two hurdle rates. In line with the regulatory
framewark, banks' performance is assessed using the Common Equity Tier 1 (CET1) capital ratio. The
first hurdle rate comprises the Pillar 1 minimum requirement (4.5 percent CET1) plus the Pillar 2
Requirement (P2R). The secand hurdle rate adds the Capital Conservation Buffer (CCoB), the
Countercyclical Capital Buffer (CCyB), and the Other Systemically Important Institutions (O-511)
buffer.

Figure 15. Greece. Solvency 5tress Test: A Block Diagram

Profit & Losses

Househokd and
(corporate S1a

bacro shocks

Financial shocks

Funding shocks

Source; IMF staff,

A. Credit Risk Modeling and RWAs

36. Provisions are calculated as expected credit losses (ECL) for all asset classes with
exposure at default. The key risk parameters used include probability of default (PD), Loss Given
Default {LGD), Exposure at Default (EaD) and RWA broken down by exposure class for a total of 4
portfolios: households mortgages and consumer loans, NFC, financial institutions (Fl) and
government (gov). Banks apply the Standardized Approach to all exposures, and the stress test
framewark treats all portfolios consistently under the same approach, with initial risk parameters
saurced fram COREP C09.01.

37.  Projections of credit risk parameters for corporate and mortgage exposures were
obtained by leveraging microdata models. Corporate PDs projected as part of the corporate
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analysis presented in the previous section were used as inputs into the credit risk estimation. The
moadel for mortgage’ PDs is based on the France FSAP semi-structural approach (Box 1). The
approach relies on the 2021 ECB Household Finance and Consumption Survey. Projected PDs
suggest an increase from 3% percent to almost 6 percent under the recessionary scenario, or to 4.8
percent under the geopolitical scenario.

Box 1. Greece: Household Probability of Default

The housekald PO s determined by micro-macra simulations similar to recent F3APs {eg, France 2025), The
simulatians are conducted using hausehold-level income, expenditure, and finance data in the 2027 wave of
thw: ECE's Household Finance and Consumption Survey (HFCS) As i Gross and others (2022)," the micra
founded structural model simulates the mstance of household default conditional an hausehold membsers’
lmsing jobs and assumes that a househobd would default after depleting all fimancial assets to service
cutstandmg debt and cover basic expenditure. The simulated conditional probability of default following
unemployment i then combined with the

aggrtgat: Un!mplﬂ}ﬂﬂtﬂl rate Nlhs whder EIimuIatq-d Household Probability of Default
different scenanas to extrapolate an aggregate ,,} i

PD far the mortgage portfolio. The aggregate ib "_":'J’_:;':ﬂl e
PDs are anchored to the historical PDs on o -Recnssdonan e g—
morigage laans up ta 202502 provided by the - _.--""-_- .

Bank of Greece, i —_——— .
Consistent with the hausehold vulnerabality 0

analysis that finds hauseholds more vainerable 11

to income shocks, the simulated PD would o

increase more under the recessionary scenano i s il e

Sowirirc Eusopian Cintral Bank, Housshald Finanda and Consusplion Suseiy

given the more severe shock to household i B trthock s S staff el it

incomie and stay high given the elevated
unemployment rate

TiGrgss, M, Tressel T, Dirg, X, & Tereanu, E. [2022). What drives mostgage default nsk in Burcpe and the US? IMF Working Paper
Moo WRS22065, Aprll 2022,

38.  For consumer loans, satellite models were estimated using historical time series
provided by the Bank of Greece. The logistic transfarmation of PD is specified as the dependent
variable, while a broad set of macroeconomic explanatory variables and alternative lag structures
were considered. The final model specification was selected based on overall goodness of fit, as well
as the statistical and economic significance of the individual explanatory variables. The estimation
period covers 2014:Q1 to 2025:Q1, and a COVID-19 dummy variable is included to control for the
impact of policy measures introduced during the pandemic. Unemplayment emerges as the primary
driver of PD dynamics. The model specification and estimation results are presented in Figure 16.
Projected PDs suggest an increase in consumer PDs to 9.6 percent under the recessionary scenario
and to 7.3 percent under the geopolitical scenario. Regression results—and therefore PD
projections—should be interpreted with caution, as the estimations rely on relatively short time
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series. Longer historical samples were not available to the team and, given the presence of multiple
structural breaks reflecting major regime shifts, their use could have undermined parameter stability
and the reliability of the estimated relationships.

Figure 16. Greece: Model and Projected Paths for Consumer Loans
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39. Aggregate PD paths are mapped to bank-specific PDs based on their levels at the
cutoff point. The mapping is done at the bank-asset class level, The mapping is performed at the
bank-asset class level using standard scores (z-scores) from the standard normal distribution for
both aggregate PDs and banks' segment-level starting PDs."* This methodaology ensures that
projected PDs for individual banks remain bound within the [0, 1] interval, Segment-level starting
PDs are derived from initial transition matrices constructed using FINREP data, specifically F 04.04.1
for balance sheet stocks and F 12.02 for flows between stages.

40, LGD paths for mortgage loans were linked to house price paths. LGDs are derived by a
simple model that links the starting point LGD (LGD,) to the country-level house price path of a
given scenario (House Price,). The model is given by the following expression:

LGD, = [1 — (1 — LGD,) = House Price.f Howuse Pricey).

LGD for unsecured lending is calibrated using the Frye and Jacobs (2012) method '+

' For instance, the maortgage PD paths for each bank are given by the formula PD;, = @ (®-2(PD,,) +
Eﬂ:"{?ﬂnm”uﬂ} — [ PDypirrgugen) | | where @i} is the cumulated distribution function {COF) of a the Normal
istribution and @*{-1] (] is the imeerse COF.

T Bae “Cradit Loss and Systematic Logs Given Default,” by 1. Frye and M Jacobs (The loumal of Credit Risk, Spring
2.
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41.  The FSAP stress testing framework accounts for IFRS9 loan loss provisions principles.
The expected credit loss is calculated based an a 12-month horizon for stage 1 assets and on a
lifetime harizan for stage 2 and stage 3 assets. Loan loss provisions are prajected using banks
stressed stage transition probability matrices for each asset segment. The evolution of transition
matrices over the scenario horizon is linked to the projected PiT PD for each scenano based an the
beta-linking approach . Perfect scenario foresight is assumed to simplify provisioning projections.

42, Credit risk charges in RWAs are estimated using the density of credit RWA at the cut-
off date. Far each portfolia,

RWA(STA), = p, = (EAD, = PROV,)
where p, = RWA(STA),/(EAD, = PROV,).

RWA densities are calculated separately for performing and non-performing exposures. The
calculation is carried out on a bank-by-bank basis to reflect differences in individual RWA profiles
and exposure compositions.

B. Interest Rate Risk

43.  The NIl was projected using a structural medel. The model simulates the
repricing/origination of exposures at the prevailing interest rate of newly issued exposures and
liabilities (i.e, new business), and the time they stay in the portfolio until their next
repricing/maturity. It is assumed that the distribution of assets/liabilities across repricing buckets
remains constant throughout the stress test horizon, Monperforming exposures (WPEs) were
assumed to generate no interest income, Although banks may be able to collect some interest
incame from MPEs, their income was set to zero in the stress test, bath to be more conservative and
due to data challenges for calibrating collection rates for MPEs, The equations underlying the model
are summarized in Appendix V. The inputs for banks' specific projections include: (i) initial exposures
generating interest income and expenses; (i) The repricing ladder for each segment, sourced from
Template J 05.00 in the supervisory IRRBB module; (iii) the initial effective interest rates; and (iv) the
projection of interest rates on new business.

44.  Interest rates on new business were projected using simple pass-through regressions.
Satellite models for wholesale and retail loans and deposits were estimated using aggregate
banking systern time-series data on new lending and deposit rates provided by the BoG. The
estimated lending and depasit betas are reported in Table 3. For securities and other interest-
garning assets, a 100 percent pass-through rate was assumed. The estimated interest rate pass-
through is about 0.65 for wholesale loans and 0.29 for retail loans. On the liability side, the pass-
thraugh is about 0.39 for wholesale deposits and 0.30 for retail deposits. Given the compasition of
Greek banks' balance sheets—characterized by a concentration in corporate lending and a greater

1% Boa Gross, M., Laliotis, D, Leika, M, amd B. Lukyanteau, 2020, "Expected Credit Loss Modeling from a Top-Down
Stress Testing Perspective”, IMF Working Paper Mo, 2020111
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reliance on retail deposits—these estimates suggest that banks’ net interest income is likely to
benefit fram higher interest rates. The projected interest rate paths are shown in Figure 17. A floor
equal to the minimum historically observed level was impased on deposit rates.

Table 5. Greece: Satellite Models Interest Rates on Newly Issued Assets/Liabilities
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C. Modeling Net Fees and Commissions Income

45. A satellite models for fees and commission income was also estimated (Table 4). Key
explanatory variables include real GDP growth, the unemployment rate, and long-term government
bond yields. Under the baseline scenario, fees and commission income remain broadly unchanged,
while they decline by 31 percent and 18 percent under the recessionary and geopaolitical scenarios,

respectively (Figure 18). The aggregated paths are mapped at the bank level based on their fees and
Ccommission income ratios at the cut-off point,

Table &. Greece: Satellite Model Fees and Commissions lncome
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Figure 18. Greece: Projected Paths Fees and Commissions Income Ratio
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D. Market Risk Approach

46.  Consistent with the EA FSAP, market risk was assessed using a partial revaluation
approach under two market stress scenarios. Instruments measured at fair value [ie., classified as
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FWOCI and FVPL) were revalued using bank-specific sensitivities to risk factors, as reported by banks
in the ECB's Short-Term Exercise (STE) conducted in the context of the SREP on September 2023,
The sensitivities reported in the 5TE template cover bath the trading and banking books and include
first-order sensitivity to the risk factor (delta), sensitivity to curvature risk (gamma), and sensitivity to
changes in the valatility of the risk factor (vega). The analysis covers the following risk factors:
commodity (CM), credit spread (CR), equity (EQ), interest rate (IR}, and foreign exchange (FX) risk.
The corresponding shocks for each risk factor are presented in Table 2. Mo market shocks were
applied under the baseline scenaria.

47.  The impact of market risk on bank capital was incorporated into the broader solvency
stress test as a one-off overlay in the first year. The estimated model valuation losses are not
reversed in subsequent years. This approach is designed to capture the impact of short-term market
distress episades that can occur at any time during the stress testing horizon.

48.  The formula used to calculate the revaluation of fair value instruments is given by:"’

AV = Z: (Deltaf® + Delta®) - Ag; + 0.5 - Gamma + (Ag)* + Vega; - A,
il CM CREQIRFX]

where | denotes de risk factors, Deltaf’™, Delta]” are the delta sensitivities for the banking book and
the trading book respectively, and Ag; and Ag; are the market stress scenario shocks to the risk
factor j and its volatility respectively. The advantage of this methodology is that it provides a mare
accurate representation of market risk by capturing non-linear effects and the impact of hedging
positions. As the STE template used for the analysis dates from September 2023, the estimated
revaluation was rescaled to June 2025 using market risk RWAs, under the assumption that
sensitivities—and therefore hedge effectiveness—remained unchanged.

49. A floor was applied to the market risk losses. Depending on the direction of banks’
exposures to the various risk factors, they may experience both gains or losses in the market shock
scenarios. In order to take a conservative approach, particularly for banks that gain under the stress
scenarios, a minimum was applied to total market risk losses. This floor was given by the maximum
betwesan:

» The bank's own fund requirements based on the Fundamental Review of the Trading Book
(FRTE) as reported in COREP (C 91.00).

T8 The STE template used for the analysis was discontinued by ECE after 202303

1" This approach aggregates the three nsk messures—delta, vega, and curdature—without recognizing diversification
benefits between nisk factors, by contrast to the FRTE approach which applies risk-welghted sensitivities using
specified correlation pararmeters under three different scenarios.
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» B percent of the bank's RWAs for market risk which are typically computed using a value at risk
(VaR) approach to measure tail losses (in line with the approach used by the FSAP to generate
the market rizk scenaria).

50.  For banks where the ECB 5TE template appears to include instruments classified as
amortized cost (AC) in the banking book deltas, an adjustment was applied to the deltas
as follows:

Delta® = (1 = AC Debt Securities/(AC Debt Securities + FVOCT Debt Securites)) » Delta®™
7 7

E. DTC Amortization

51.  Deferred tax credits (DTCs) heighten the sovereign-bank nexus by introducing a state-
backed component into bank capital. Under the Greek legal framework, in case of accounting
losses, a direct claim from the State in respect to the DTC is recognized, potentially settled via equity
issuance, This mechanism implies a contingent sovereign capital injection, which can dilute private
shareholders and increase public sector involvement in the banking system. As of June 2025, the
conversion of all outstanding deferred tax credits across the four systemic banks—should it ocour—
would result in a government ownership share of roughly 31 percent of the sector,™

52.  The solvency stress test explicitly models the evolution of DTCs, accounting for both
legal and voluntary amortization. The legal linear amortization of DTCs reflects the mandatory,
time-bound reduction of DTCs as prescribed by Greek law. Each year, a fixed portion of the
outstanding DTC stock must be either utilized against taxable profits or written down in accordance
with the statutory schedule. Voluntary amortization reflects banks’ discretionary use of taxable
profits to accelerate the reduction of deferred tax credits (DTCs) beyond the statutory schedule
Under current plans, banks intend to supplement the linear legal amaortization with a non-linear
amaortization equivalent to 29 percent of dividend distributions, Based an current projections and
assuming a profit level of approximately €1 billion per bank, this approach would allow banks to
advance the prudential derecognition of DTCs by roughly eight years, bringing the effective
completion date forward from 20417 to 2033, Within the stress test framework, voluntary
amartization is modeled based on scenario-specific projected profits and associated dividend
distnbutions.

F. Results

53.  The results from solvency stress tests suggest the four 5Is experience only limited
capital depletion under the adverse scenarios (see Figures 19 and 20). Under the Baseline
scenario, aggregate Common Equity Tier 1 (CET1) capital ratio is projected to increase to 16.7
percent by 2028, up from 16.1 percent in 2025. In the recessionary scenario, the CET1 ratio declines
by 1.4 percentage points at the traugh. The decline is driven by a rise in loan losses and a reduction

T8 Ehare isswance & calculated based on the average market price during the 30 trading days up to the end of lune
025,
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in non-interest income, notably fees and commissions, as well as market losses. Under the
geopolitical scenario, CET1 ratio declines by 0.7 percentage points, primarily driven by higher loan
losses, alongside reduced non-interest income and market losses. In this scenaria, NIl benefits from
rising interest rates and a robust depasit base, which mitigate the pass-through to deposit rates.
Individually, all Sls waould remain well above regulatory capital buffer requirements under all
scenarios. The HAPS securities are assumed to remain unimpaired in both scenarios.

54. Sensitivity analyses were undertaken to consider the potential impact of the ongoing
war in the Middle East. Under a scenario of a prolonged and severe elevation of ail prices and
geopolitical uncertainty, the main impact on the Greek financial system is likely to be via higher
bank losses in loans to the tourism and manufacturing sectors, due to elevated travel and energy
costs. These sectors represent 6.3 and 8.9 percent of Greek bank loans, respectively. While banks
also have significant exposure to shipping (8.2 percent of loans), the globally diversified nature of
the shipping business, in combination with the idiosyncratic nature of individual shipping loans,
makes this an unlikely area for large losses stemming from the war. Even if the tourism and
manufacturing industries were both to suffer losses 3 times as large as those modeled in the {more
severe) recessionary scenario, this would result in an additional loss of less than 1 percentage point
of bank capital, with banks remaining well above their capital requirerments. Even if losses were to
spread beyond these sectors due to spillovers, and the shipping industry was affected by a loss in
aggregate global demand, banks retain a large margin of safety. An energy shock would also stress
vulnerable households, however, this could be partially offset by well-targeted fiscal support, and
household loans comprize a relatively small partion of bank balance sheets in comparizon to other
eurozone countries. Finally, higher inflation stemming from a prolonged war would have an
uncertain impact an bank profits, as higher loan-to-deposit spreads might be offset by rising credit
lasses and more costly wholesale financing.

§5.  Only a small fraction of DTCs would be converted under the recessionary scenario.
While aggregate net profits decline substantially—from €4.7 billion to €0.7 billion under the
recessionary scenario and to €2.2 billion under the geopolitical scenario in the first year of the
scenario horizan—only one bank records negative profits under the recessionary scenario.
Consequently, the conversion of DTCs would be limited, resulting in only a marginal increase in
government equity ownership of Sls from 2.5 percent to 3.1 percent.
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Figure 19. Greece: Scenario-Based Solvency Stress Test |
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56. The amortization of DTCs under the recessionary scenario is significantly lower than in
current bank projections. When baoth legal and voluntary amortization are taken into account,
projected DTC levels under the baseline scenario are slightly below current prajections, as each bank

generates profits exceeding €1 billion,
which allows for a higher level of DTC
amortization. Under the recessionary
scenario, however, total DTCs for the four
515 would be €1.5 billion higher by 2028
than currently projected by banks, while
under the geopolitical scenario they would
be €0.4 billion higher. All calculations
assume a dividend payout ratio of 60
percent. These results underscore the
importance of accelerating DTC
amartization during periods of stranger
profitability. In this reqard, consideration

Evolution of DTCs
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could be given to bringing forward the timing of legal amortization by at least the eight years
currently foreseen, when veluntary amortization is taken into account.

57.  Given the high concentration of the Greek banking system, the FSAP team assessed
the sensitivity of banks’ capital positions to a potential increase in competition driven by
digitalization. Increased digitalization of financial services—accelerated by the pandemic and
supported by EU-wide initiatives such as open banking and instant payments—is likely to lower
entry barriers and intensify competition from fintech firms, neabanks, and cross-border providers. In
Greece, these developments could place downward pressure on fees and commission incame and

increase interest expenses through greater
deposit rate sensitivity. The FSAP team
conducted a sensitivity analysis to evaluate
the resilience of banks' capital positions to a
competition-driven erasion of income. Using
the satellite models presented in Tables 5
and &, the exercise quantified the impact of
reduced fees and commissions income and
higher funding costs on CET1 ratios, thereby
complementing macroeconomic stress tests
by capturing structural risks to bank business
models that may materialize over the
medium term. The results indicate a modest
decline in CET1, ranging from 19 to 32 basis

Competition Sensitivity Analysis
Additional Capital Depletion
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points, depending on the assumed reduction in market concentration, which is taking to fall from 96
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percent to 86 percent, 80 percent, or 76 percent. Results should be interpreted with caution,
reflecting madel uncertainty and the lack of historical precedents for a rapid structural
transformation of this nature.

Large Exposures

58. Sensitivity analyses show that the banking system faces significant concentration risks
from its exposure to domestic corporates. Systemic banks' large exposures—defined as claims
over 10 percent of Tier 1 capital per corporate entity or group, but not exceeding the 25 percent
regulatory threshold—amount to double their capital, potentially posing major solvency concerns,
despite provisioning and other credit risk mitigation measures (at 122.3 percent Tier 1 capital, once
all CRM measures are accounted for; see figure 21 panel 1)."% In terms of banks' total assets, these
large exposures represent 10 percent and 7 percent, respectively, in gross and net terms—ance CRM
measures are applied. An analysis of the sectoral composition of banks' counterparties reveals that
the bulk of these exposures are to the domestic utility, manufacturing, and financial sectors, with
twa-thirds of the risk from losses being concentrated in these sectors (80 percent Tier 1 capital after
adjustments for provisions and other CRM). Salvency risks from large exposures to corporates are
not cancentrated in a single industry but rather spread acrass sectors of the Greek economy (see
Figure 21).

59.  Very substantial common large exposures to non-financial corporations across the 4
5Is highlights the correlated nature of their risks and represent an additional source of
concern. With large carparations dominating the Greek economy, Greek 515 hold almast the
entirety of the commen top 10 non-financial corporations’ outstanding bank credit, including term
loans, lines of credit, and other instruments. The top 10 large exposures common across the 4 Sis
amaunt ta 121.6 percent and 81 percent of T1 capital before and after CRM measures, respectively,
and represent the bulk of total large carporate exposures mentioned earlier in this note.® In
addition, the cross-section of banks’ exposures to these NFCs displays virtually no heterogeneity
across banks. Hence, in terms of exposures to corporates, Greek banks appear to be exposed to
highly correlated solvency risks; one or more of these largest corporate borrowers falling into
distress could have major implications for the Greek financial system.

™ Credit risk mitigation (CEM) measures refer to strategies adopted by lenders to minimize potential losses from a
borrawer's default and can cormnprise, inter alia, techniques such as provisioning, collateralization, and resarting to
guarantees or credit dervatives.

0 Taotal large exposeres represent a gross 200 percent T1 capital exposure, while top 10 common large exposures
alone are 1216 percent T1 capital in grass terms. Risks from defaulting counterparts are, however, widely dstributed
goross several sectors of the Greek economy and do nat exhibit concentration in a single name or industry.
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Figure 21. Greece: Large Exposures to the Corporate Sector
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N BANK LIQUIDITY STRESS TEST

A. Overview and Methodology

60. Liquidity stress testing builds on the net stable funding ratio (NSFR) and the liquidity
coverage ratio (LCR) tests and includes additional scenarios beyond Basel regulatory ones for
the LCR. The LCR and M5FR tests evaluate banks' ability to withstand stress at the 30-day horizon
and fund assets at one-year. The team first conducted these tests under standard regulatory Basel
scenario calibrations, then expanding the LCR to account for maore severe market and funding
shocks which were tailored to the specificities of the banking sector in Greece. All tests focused on
the largest 4 Sis using COREP balance sheet data. Reported results are aggregated across the 4
banks. Since only one bank reports data in significant currencies other than the Euro, for
confidentiality reasons the analysis was confined to total currency data.
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61.  Greek banks have historically maintained strong liquidity positions based on these
standard regulatory metrics. The M5FR has improved steadily over the past four years and stands
at around 130 percent. All Sls are above the 100 percent regulatary minimum, indicating a
strengthening capacity to support the long-term funding of illiquid assets {panel 1, figure 22). Over
the same period, shorter horizon liquidity has been similarly improving acrass the four Sls, with the
LCR ratio stabilizing around 200 percent, amid a sustained build-up of HQLA buffers—suggesting all
banks could withstand funding and market shocks for two months, on average, under the baseline
regulatory scenario (Figure 22, panel 2).

Figure 22, Greece: Historical Liguidity Indicators
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62.  In addition, to further assess banks’ liquidity positions across multiple horizons, the
FS5AP team conducted a cash flow analysis using maturity-ladder balance sheet data. The cash
flow analysis applied the same scenarios as the LCR-based test to identify potential liguidity
shartfalls occurring at horizons below the 30-day mark (LCR) and between 30-day and one-year
(NSFR), using banks’ COREP C66 maturity-ladder liguidity submissions. The analysis captures banks'
ability to convert maturing assets into cash in each maturity bucket. Banks are allowed to
counterbalance funding gaps—defined as cutflows net of inflows—using their existing cash
balances and the cash value of their securities holdings, after applying scenario-specific haircuts. The
airm of having the cashflow analysis with similar scenarios as for the other tests is two-fold. On the
one hand, it broadens the scope of the LCR- and MSFR-based stress testing by considering multiple
horizons. On the other hand, it allows for wider liquidity cushions to be used by banks under various
stress scenarios. The cashflow analysis thus offers a complementary and mare granular view of
banks' liquidity position.

63.  Banks® counterbalancing capacities (CBC) is largely composed of high-quality liquid
assets (HQLA) and other liquidity buffers and has a large concentration in Greek sovereign
debt. Az of August 2025, COREP supervisory banking data aggregated for the 4 5ls indicate that
high quality liguid assets mainly consisted of level 1 securities—cash, central bank reserves, and
central government securities. Level 2 assets had marginal share only (Figure 23, panel 1). In the
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context of the broader liquidity buffers of the 4 5ls, HOLA assets represented 72 percent of the
aggregate CBC, the remainder accounting for other tradable and non-tradable securities. Greek
systermic banks hold large amounts of central government debt securities, relative to their liquidity
buffers—d44 percent of CBC (61 percent of HOLA) (Figure 23, panel 3). Mare than a half of this
exposure is concentrated in debt securities issued by the Greek sovereign and the remainder mainly
consisting of assets of governments of Italy, Spain, France, and Cyprus. On the funding side,
outflows at the 30-day horizon are dominated by deposits (78 percent), mainly retail (60 percent),
with other non-secured transactions at 20 percent of total (Figure 23, panel 4).
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Figure 23. Greece: Composition of Liquidity Buffers and 30-day Outflows
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64.  Liquidity stress scenarios were customized by combining Basel regulatory parameters
with market and funding shocks. The bazeline scenario (5C1 in Figure 24) correspands to the
regulatory scenario. The same calibration was applied to the cash flow test, with the conservative
assumption that overnight liabilities constitute outright outflows. To disentangle the effects of
market-related from funding-related shacks, additional scenarios were considerad. The baseline
market-stress scenario is 5C2, while 5C3 incorporates sovereign debt stress. The two funding stress
scenarios are 5C4, which features higher outflow rates on deposits, and 5C5, which further overlays
lower inflows due to counterparty defaults. The aggressive scenarios in 5C6-9 combine market and
funding shocks simultaneously. Given the recently concluded euro area FSAP, cash-flow scenarios
from the euro area stress tests were also considered (EASCT-3). Stylized scenario calibrations—
harmonized across the LCR tests and cash-flow analysis—are presented in Figure 25, with full details
relegated to Appendix VI {Figures 1 and 2).

Figure 24, Greece: Summary Scenario Calibrations |

Regulatory Market Funding Aggressive
5C1 SC2 503 5C4 505 5Cb6 5C7 5C8 509
Regulatory calibration X X X X X X X X
Market shock (higher HQLASCBC haircuts) XX X X X X
+ sovereign debt stress (higher haircuts) X X X
Funding shock [higher outflow rates) X X X X X X
+ lower inflows (due to defaults) X X X

65. Stress test scenarios are calibrated based on relevant historical episodes in Greece and
internationally and follow standard modeling assumptions consistent with previous FSAPs.?'
Ta model financial shocks, the team has considered the market stress scenario—S5C2—customarily
used in other euro area FSAPs. A scenario with more severe haircuts applied to central government
securities was considered to explicitly account for risks associated with the significant expasure to
sovereign debt securities in SC3.% Finally, the funding stress scenario, intreduced in SC4, applied
outflow rates sufficiently aggressive to match the severity observed around 2014-15 in Greece.
Deposit outflow rates were calibrated to also follow principles outlined in previous IMF work and
ECB stress-testing practices.™

A For example, more sophisticated depositors tend to withdraw funds mone quickly than less informed depositors,
and run-off rates for insured funding sources are kower than thase for uninsured sources.

5 Given the differing credit quality steps (C05) of sovereign issuers and their corresponding shares in the total haldings
previoushy documentad in this report, the weighted average haircut applied in the soveraign stress scenario on debt
securities is 20 percent. For context, the private sector invalvement measwres arcund 2014-15 crisis in Greece resulted
in bondholders’ losses of ¢ 50 percent.

4 CF. Catalan {2015} and ECE (2019 for a detailed exposition
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Figure 25, Greece: Summary Scenario Calibrations Il
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B. Results

66, LCR-based tests suggest that Greek banks remain resilient at the 30-day horizon in the
face of more severe market stress, but are somewhat vulnerable to aggressive outflow
scenarios. Based on COREP data as of August 2025, under the requlatory scenario (SC1, Figure 26,
panel 1), all banks maintain solid liguidity buffers. Liquidity positions also remain strong under more
severe market stress (SC2). Mareover, despite sizable exposures to European sovereign debt, LCR
ratios would remain elevated even under higher mark-to-market losses on sovereign holdings (5C3).
Severe outflows (5C4)—overlaying lower inflows from defaulting counterparts (3C5)—push banks
claser to the hurdle rate, without any outright liquidity shortages. Under aggressive scenarios
combining market and funding shocks [SCE) with sovereign stress (SCT), one and, respectively, two
banks fall slightly under the hurdle rate at the 30-day horizon. Should Sls experience additional
stress from lower inflows due to defaults on maturing loans (SC8, 9), results are similar.
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Figure 26. Greece: Liguidity Stress Tests Results (LCR-based)
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67.  The cashflow analysis does not identify maturity mismatches under the scenarios
considered, due to strong counterbalancing capacities of banks. The cashflow analysis accounts
for the CBC of banks as a wider liquidity buffer than HQLA and evaluates the liquidity position of the
four 5ls across the maturity ladder, from overnight to one year, under the considered scenarios. First,
under scenarios consistent with LCR-based tests (5C1-7), no bank experiences a liquidity shortfall
priar to the 30-day horizon or beyond it—suggesting no breach of Basel pillar 2 requirement and
highlighting the importance of wider liquidity buffers. Under the most severe scenario (SC7), the
liquidity surplus briefly falls below 20 percent of the initial CBC stock for one bank across the 2—6
month maturity buckets, and without any outright liquidity shortage. Second, with reference to euro
area FSAP scenarios (EASC1-3), only ane bank exhibits a net liquidity shortfall around the 30-day
horizon and anwards, in the scenario combining market stress and aggressive funding shocks
[EASCE) (see Figure 27},

Figure 27. Greece: Liquidity Stress Tests Results (Cashflow-based)
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C. Liquidity to Soelvency Interaction: Assessing Stressed “Hidden" Valuation
Losses Under Combined Market and Liquidity Stress

68. The FSAP team conducted a sensitivity analysis to assess the potential additional
impact on 51's capital arising from liquidity-solvency interactions. The exercise evaluated the
effects on banks’ capital under the assumption that banks liquidate Greek government bonds held
at amortized cost when other (non-ameortized cost) components of the counterbalancing capacity
are insufficient to cover the funding gap in each of the cash-flow stress scenarios. Although this
assumption is not highly plausible—given that banks would mare likely use these securities as
collateral to obtain liquidity from the ECB without realizing losses—it remains a useful and
informative exercise to assess banks’ resilience to potential losses stemming from forced asset
liquidation.®*

69.  The sensitivity analysis is based on a three-month horizon and assumes Greek
government bond yields increase in line with the market shocks applied in the two adverse
solvency stress-test scenarios (Table 2). Market losses are estimated using a modified duration
approach, with residual duration proxied by residual maturity information from COREP template
£33.00a. For conservatism, and in the absence of information, existing hedges are assumed to be
ineffective. Under the recessionary (geopolitical) scenario, 5-year Greek sovereign bond yields rise
by 461.5 (382.2) basis points, while 10-year yields increase by 475.9 (363.4) basis points.

70.  The results indicate that liquidity-solvency interactions could lead to a significant
additional depletion in banks’ capital ratios under both moderate and severe cash-flow stress
scenarios (Figure 28). Under the milder scenanos, banks would not need to liquidate Greek
government bands held at amortized cost, thereby limiting the materialization of market losses. The
resulting capital depletion ranges from 1.9 (1.4) percentage points in scenario 53 to 6.5 (5.1)
percentage points in scenario 57 under the recessionary (geopolitical) market-shock assumptions.
These findings underscare the importance of the sovereign-bank nexus. Monetheless, even under
the most severe scenario, the aggregate CET1 ratio remains above the hurdle rate, which comprises
the Pillar 1 minimum requirement plus the Pillar 2 Requirement (P2R), with the CET1 ratio declining
to 8.2 percent. These results should be interpreted with caution, given the limitations in estimating
potential market losses and the low likelihood that banks would liguidate these securities rather
tharn use them as collateral in repo operations with the ECE or in market repo transactions.

* Greecs's sovereign debt market has strengthened in recent years. Transactional liquidity has improved, supported
by regular ssuance by the Hellenic Repukbdlic Public Debt Managerment Agency and renewed investor confidence
following the restoration of investment-grade status, Monetheless, secondary market liguidity rernains shallower than
in larger euro area sovereign markets, reflecting in part a relatively concentrated investor base, including official
cector mstitutions and domestic banks. While such concentration may constrain market depth, the predominance of
long-term holders contribautes to stability. Market resilience has increased, underpinned by a long average matwrity, 8
predominantly fixed-rate debt structure, sizable cash buffers, and strengthenead fiscal fundarentals, although
sensitivity to chamnges in global rsk sentiment remains comparatively elesated.

= The awerage residual maturity is 7.7 years as of July 2025,
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Figure 28. Greece: Liquidity to Solvency Interactions
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71.  As an aggregate, the less significant institution (LSI) sector in Greece is quite small for
European standards at 4 percent of total banking system assets. |t consists of three cooperative
banks and five commercial banks, Among the latter, the largest commercial bank is in the process of
acquiring a significant fereign institution (S1) and, subject to approval of the transaction, could
consequently be reclassified as a European Sl under the 55M

72.  Assets are composed mainly by loans, but growth has been higher in deposits at the
Central bank and, especially in debt placements, which have doubled in the past year and are
now 21 percent of total placements, in line with the rest of the banking system (5ls). On the
funding side, there is strong deposit growth which is moastly short term. The business model| is
centered o

« Energy sector {13.4 percent of portfolio) which is growing at 17.4 percent pa especially in
renewables such as wind and solar,

« Shipping sector (6 percent of the portfolio) grew at 14 percent pa

= At the other end, Agriculture and Consumer (only 1.4 percent of the portfolio, each) are
decreasing at -13.6 percent and -B5 percent pa, respectively)
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Figure 29. Greece: L5Is’ Structure of Assets and Liabilities
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Asset Quality

73. MPLs have dropped dramatically to single digits. The ratio reflects deleveraging charge
offs in the numerator or the ratio but also strong loan recovery. NPL coverage has remained at

abaut 50 percent of total loans. NPLs resolution was helped by the HAPS and mast NPLs remain in
the 'Services’ sector.

T4, Some sectoral NPL ratios have flatlined at high levels. In agriculture (19 percent of NPLs
to sector loans), farmers still struggle with livestock and working capital debt due to shocks such as
low commadity prices, high costs from energy, feed and dimate impacts (2023 floods and sheep-
pox) and blanket delays in EU subsidy payments due to alleged fraud. Elevated financial distress is
also seen in consumer loans and services (16 and 11 percent of NPLs to sector loans, respectively).
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Figure 30, Greece: L5’ Asset Quality
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Profitability

75.  Profitability drivers are mixed as net interest margins are dropping, but efficiency has
improved. Greek bank profitability drivers center on Net Interest Incorme (MIl) from growing loans
and deposits (about two thirds of total revenue), robust fee & commission income via strategic
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initiatives (about one third of total revenues), and improved asset guality (lower loan loss provisions)
after recent balance sheet cleanup under HAPS, alongside increased efficiency, all heavily influenced
by Greece’s improving Macroeconomic Environment, strong GDP growth, and EU funding, though
diversifying revenue remains a challenge. Profits are slowly recovering and apparently, boosted by
recent subardinate debt issues.

Figure 31. Greece: L5Is’ Profitability
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Liquidity and Funding

76.  Banks are well funded to extend loans through a renewed deposit franchise after
significant reductions in non-performing loans (NPLs) through HAPS securitization and sales.
This allows for sizable liquidity buffers, which improves their position to manage deposit outflows
and results in less need for market financing.
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Figure 32. Greece: L5Is" Liquidity and Funding
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Capital

77.  Regulatory capital increases are increasingly relying on subordinated debt and
additional Tier 1 capital, while CET1 capital is flat. This results in an overall capital adequacy ratio
that is increasing while Tier 1 ratio remains flat, and the CET1 ratio is dropping. These issuances,
based on Eure Medium Term Mote Programmes (see Box 2), reflect strategic capital raising using
both Tier 2 and AT instruments, leveraging credit enhancement and international market access.

On the other hand, these Programmes also point to a medium-term capital strateqy based on less
absorbing capital.
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Figure 33. Greece: L5Is" Capital
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Box 2. Greece: LS| Eurc Medium Term Program 2025 Issues

«  Artika (June 2025) "combined™ 1" int’] Esue:
€150 million Tier 2 subordinated notes, fisad-rate notes with a 10-year matunty, callable after five
yaars
€100 million Additional Tier 1 (AT1) notes. which are perpetual, fixed-rate notes, callable after five
and a half years,
Combo allowws each tranche to benefit from the credit enhancement of the othar,
Both part of the bank's €1 billion Eure Medium Term Mote Programmae {tha “EMTM Programma™),
which was approved by the Luxembourg Stock Exchange on &pril 25, 2025

- ﬂ'ptlmi (June 2025}
€150 million unsecured Tier 2 (T2) subordinated bonds isswed under the Bank' s Eura Medium
Term Mote Programme ("EMTN) of total nominal amouwnt of up to €500 milion, The Bonds have a
maturity of 10.25 years, an embedded isswer call option of 525 years (September 2520300 and will

be traded on the MTF Market of the Luwembowrg Stock Exchange, The settlerment date is June 25,
2025
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Appendix |. Cross-Sector Financial Exposure by
Selected Instruments

GREECE

Cross-Sector Financial Exposures
(Percent of GDP, as of 2025013)

Debt Securities

Central Mon-financial General Howtehaold  Rest of
Creditor/Debtor bank Banks MEFIs _corparations government sector_the world
Central bank oo (1 X4] 0.0 14.6 (11 4] 458.0
Barnks 0. o1 0.5 13.7 (11 4] 24.4
MEFIs 0.0 2.5 0.4 15 0.0 7.0
Man-financial corporaior oo o2 (1 14] 0.3 (1 14] 0.8
izeneral government 0. 0.0 UL 0o U] 1.4
Houtehold secior 0.0 0.2 0.2 1.2 14 1.1
Rest of the world 0.0 6.0 1.8 0.y 89 (14

Loans

Central Mon-financial General Household  Rest of
Creditor/Debtor bank Banks MEFls corporations government sector the world
Central bank Qo 0. o.n Q0 0.0 0.n
Banks 0.4 34 3x0 o2 15.5 B.8
MEFIs 0o Qo in Qup 0.1 0.z
Man-financial corporatior 0.0 Qn 0.0 10 0. 0.6
General governmmernt 0.0 Q0 0.0 2.8 1.5 2.8
Haousehold sector 0.0 0.0 0. 0.0 0.2 0.0
Rect of the world 0.0 o 0.0 0.0 Qud 0.0

Listed Shares

Central MNon-financial General Household  Rest of
CreditorDebtar bBank Banks MEFls  corparations government sector the world
Central bank [iX1] 0.0 0.0 Qi 0.0 0.0
Banks oo 0.0 0. Qup 0. 0o
MEFIs 0.n 0.2 0.7 Q0 0.0 0.9
Mon-financial corporatior 0.0 al 0.1 Qud 0.0 0.4
General government on o 02 2.1 0. o1
Household sector 0.0 oF 0. 37 Qud 2.2
Rect of the world 0.0 8.0 8.5 13.7 Q0 0.0

Investment Fund Shares/Units

Central MNon-financial General Household  Rest of
Creditor/Debtar Bank Banks MEFls  corparations government sector the world
Central bank Q.o 0.0 oo Qup 0.0 0o
Banks 0.0 0.4 00 o 0.0 01
MEFI: on Qo on Qup 0.0 2.7
Mon-financial corporatior 0.0 iR 02 00 0.0 03
General government 0.0 ik 0.4 0.0 0.0 0.0
Household sector na 04 6.2 0.a 0o 49
Rest of the world 0.0 o0 0.4 0.0 O 0.0
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Cross-Sector Financial Exposures (concluded)
(Percent of GDP. as of 202533)

Transferred Deposits; Other Deposits

Central Man-financial General Household  Rest of
Creditor/Debtor bank Banks MBFls _corporations government sactar the world
Central bank i) an Q.0 0.4 o Q.0
Banks 0.0 oo .0 n.o oo .0
M BFis 0.5 1.5 Q.0 0.0 af Q.0
Mon-financial corporation 0.0 215 0.0 0.0 0.0 0.0
General governmant 143 L] an 0.0 an 0.0
Housahold sector (i | 619 0.0 i 2.2 (i 1]
Rest of the world 432 159 0.0 .0 0.4 o0

Sawrces: Eurostat, Mational Sccount, Sectaral Financial Accawnt: and I8MF staff caloulation.
Mote: The household sector includes nan-profit institutions serving households. Exposunes betaeen the central bank and the rest
of the world reflects ransactions within the European System of Central Banks, L. TARGET and comesgondent account balances
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Appendix Il. Financial Sector Assessment Program Risk
Assessment Matrix

Risk Assessment Matrix

Protectionism and Trade Disruptions. Tanff

nd nontanff measures disrupt glabal supply
chains, welghing on activity while increasing
irflatian. Trade diversion triggers broader
prtectionism

Relative ; HEE
Likelihood Impact if Materialized
Conjunctural Risks
Trade-related Risks High igher trade barriers and supply chaln disruptions

ezd to increased inflation and slower economic
roweth in the region, which negatively affect demand
or Greek tourism and products. This, i tunn, will
nstrain business earnings growth, employmeant,
i cverall ecomomic expansion, ultimately harming
nks' asset guality. The banking system could face
igher credit osses, lower profitability, greater
arket walatility, and increased funding pressures.

opolitical Tensions and Intensification of High egative effects on tourism, shipping, and exports
nflicts. Rising geopolitical tensions, and a ould impede growth, Heightered energy and food
akening of multilateralism, raise the risk of an rices would fuel inflation, imposing a burden
calation in military conflicts, accompaniad by specially on vulnerable households, These economic
amage to key physical and financial ressures could increasa credit risk within the
infrastrecture, disruptions in major transt routes inancial system and hinder the progress in resobing
nd supphy chains, higher migration prassueres, gn-performing loans.
dditional financial frictions and market volatility,
Fiscal Vulnerabilities and Higher Interest High igher long-term rates would trigger valuation
Rates. Higher public debt and deficit levels put osses on banks’ governmeni-bond holdings and
hier upward pressure an bong-term intarest alse their funding costs. Rising yields translate inte
rates, sharply tightening glebal financial igher barrowing costs and stricter credit conditions,
iconditions, amplifiing currency wodatility, and gakening economic activity and increasing
reducing cansumption and insestment that rrower vulnerabilities. Slower growth and Righer
lexacerbate adverse debt dynamics. bit-servicing burdens raise default risks, leading to
aw MPL formation and higher provisioning needs
or branks.
Commaodity Price Volatility. Supply and High lLarge increases in energy and food prices could re
demand imbalances—triggered by geopolitical Epark boarts of inflation, bardening the still
ensions, coordinated production decisions, shifts feulnerable households, denting imvestor confidence
En investor preferences, or structural changes in fand deterring irmcestmant, and worsening the
idemand-—fuel commodity price swings. elevated external imbalances
lamplitying external and fiscal pressures, social
unrest, and macro instability
Structural Risks
Cyberthreats. Cyberattacks on physical or digital High ‘yherattacks could disrupt payment and financial
irfrastrecture, technical fallures, or misuse of Al yatems, posing a threat to the stability of financial
techmologies could trigger financial and natitutions and their cagacity to provide financial
tecanomic instability. Ervicas,
iClimate change. Extreme cimate avants and High mizge could wnderming tourism, agriculiure, and

rising temperatures could case loss of life,
idamage to infrastructure, food insecurity, supply
disruptions, and heighten economic and financial
linstakility

nvestment, leading to lower growth and higher
nflation. Economic damage leads to credit, liquidity,
nd operational risks to financial institutions.,
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Appendix Ill. Corporate and Household Vulnerability Analysis
Corporate Vulnerability Analysis

1. Firm-level data used in the corporate vulnerability analysis are drawn from twao
SOUrces:

«  Moody's CreditEdge Database for listed firms, accessed on July 16, 2025, The key variable of
interest is the estimated one-year expected default frequency, for which we convert the daily
data for each firm into yearly frequency by taking the annual average.’

« Moody's Orbis Database for financial and income variables for both listed and non-listed firms,
accessed August 19, 2025, The listed firms when possible are matched with those in CreditEdge
(using variable Bvdid as the identifier). The latest available Orbis data end in 2022 though many
firms have not completed the 2022 reporting.

«  Asof 2021, the listed firms available in CreditEdge accounts for only 0.5 percent of the Orhis
sample in count, but they have disproportionately large balance sheets: in terms of total assets
or debt obligations, the listed firms account for 25-30 percent of the Orhis sample.®

Appendix 11l Table 1. Sample coverage in CreditEdge and Orbis, 2021

flillion eura)

BMumber Total
count] obligations 1/ Debt  Tetal assets |
CreditEdge (CE) 131 44,446 36,687 84,484
Cribis 28,245 161,233 122,262 340,17& |
Share: CE/Obis (percent) 0.5 27.6 A 24.8

| Sewrces: bgody's Orbis: CreditEdge; and IMF s1aff calculation.
1/ Tatal abligation is calculsted as debt dinandial debt] plus payables to supphiers and contractors, |

2. Basic data cleaning has been performed, especially to the Orhis sample, to exclude
observations with negative values for total assets, operating revenue, cash and cash equivalents, and
total debt obligations (calculated as the sum of long-term and short-term financial debt and debt
owed to suppliers and contractors), Following Kalemli-Ozcan and others (2015), we include firms

1 The debt-weighted expected default frequancy in CreditEdne for 2025 is shghtly below the acbeal MFC PD for
202502 provided by the Bank of Greece. In the regression analysis, further statistical errors are introduced by the fact
that firrm balance-sheet infarmation is only available up to 2021-22, hence the PDs for 2023-25 are calculated based
on predicted firm-lewel charactesistics. The share of at-risk firrme (as defined by fiems with low ICR) and the share of
debt hald by therm are both higher in 2025 than in 2027 (Figure 17), but this parially reflects sample selection and
forecast errors, rather than a genuin deterioration of firms’ solvency. To mitigate this ias, we calibrate the constant
of the EDF regression so that the resulted debt-weighted average PD for 2025 to match the authorities’ PD for
H2502.

* Despite the significant difference in firm scales between CreditEdge and Orbis, once normalized by total debt
obligations {defined as financial debt plus payables to suppliers and contractors), the normalized firm vanables (e.g,
operating revenue, earmings before interests and takes, equity, etc.} and financial ratios (e.g., the interest coverage
ratio, the current ratio, the effective interast rate, etc ) seam comparable, allowing the extrapalation ta the whole
Orbis sample wing coefficents estimated on the CreditEdge sample.
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regardless of their filing types {consolidated or unconsolidated financial accounts); for firms that
have a mixed filing patterns over years, we choose the filing type that occurs more frequently. Lastly,
we restrict our analysis to the past-2000 period after Greece adopted euro. It is worth of mentioning
that compared to Eurostat’s Structural Business Statistics, Orbis appears to under-sample the lower
end of the firm-size distribution, especially firms with less than 50 employees (micro and small firms)
which dominate important sectors such as wholesale and retail trade, and accommodation and food
services in the Greek ecanamy. This sampling concern is partially mitigated by the fact that small
firms tend to have low debt and hence their direct impact on financial stability is less prominent.

Apprrﬂliu’ il Table 2. Sumimary Statistics of Selected Variables, CreditEdge vs. Orbis, 20000-22
Operating Total  Effecires EBWT R Curent
Tatad raveiue ;. assels ) tanast jpercend el (EBIT ¢ aiseti /) Eguity
Age Emgloyses ablgation Dk jsin lalal bl Tt petal  inRErEST CUIT AL vkl
fyear) e o 4 L] obbgatcn chigetion (percentl obligabon) pad) Rabibbes ooligson
CreshiEdge
P, o ko valieeg 4. B33 557 4883 4233 4872 4833 3833 4.5z 3552 4382 4 B33
2Sth psirciriie -11] oo 133 &1 07 1.5 40 1.3 4 1.0 04
P LD 22an A3 30 13 21 5.5 bl .r 14 oy
5th percenbie 150 arn 1514 1208 2.3 a2 [ LER L5 2] 14
Crhbi
P, el ki vl g 544,135 477N G400 584506 S43eEF 54406 356558 544006 4T34T4  S44036 544,006
25th peeroenire n xn oA an [ 14 4.1 -1.4 0.2 14 nz
Plfimn LA an 05 a1 2.1 3 Lk L] 25 13 L]
?EIhEhﬁnlii 'EI] 21.0 1.7 ".'l._B ‘EE E IIE E[I IE .!_!- 22
Sonies Woady's OFbis Credibd pe ard R s cakouien on
_hlall Taw rai® i me the ramo ol ineest ped o debi. EEIT ederr ic i tafa e inisrsris ard ixcen, KR reden ic ihe i nbsred cosesges b

i The probability of default (PD) is estimated from historical expected default frequency
in a Bayesian Model Averaging (BMA) framework. The key equation is as follows:

o
_]l"lrt E T = x].r:ﬁ + M[-]-""" 5]5"‘ EJI-I:- 'I'JI"IE'FE}" = Iﬂg:m

The logit regression has been estimated for
the expected default frequency y of a listed

Ap Pnﬂdi: I Table 3. Varlabiles

||lhrn-h|i

) . - Mscrosconomis
firm j in sector i and year t against a set of Bk, in o {+) P Ty p—rY
derast ooverage ratia -} flatan

firm-specific financials {X), macro variables
k), and sector dummies (5). The variable
selection is largely informed by the Bayesian
posterior modeling and inclusion
probabilities, and when necessary, subject to
sign restrictions so that anly those models
with expected signs regarding key regressors
ie.g., GDP, interest rates, etc) are selected. In
particular, among firm-level variables that
have been considered, four variables, i.e., the
total obligation (including payables to
suppliers and contractors), the interest

Shgre af Nsg-term debr iy fera! deint

Cpimaling rvense

Toital assets

Effectiran inarait rafa

PEL Esrfori or after Las

EMT ar ERTDA

Sakes

Carik e

Cariy

Chirrans rata

Stawehobler hunds

Capital relaten o shandsoder fndi
Shawe of meghke teed asses
Humber of amployess

Firm age

Share af sovr-curnen! @i 1o fodd! i L)

Unemployment rae [

SRart-lrm ekl et |+
Lung-larm avarasl rata |+

By, fevel and grassh |-
Heusing prie, kel and groswth [
Eure: pi dallar, bresl and gresis
H prics, e and groath

Lo s MFC, growth

Sovarmgn spraad (over Busd]
NFC barrcwmg dprasd

Sivd ok PR Lol

coverage ratio (calculated using the earnings before interests and taxes, EBIT), the share of debt with
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maturity over one year to total debt (i.e., share of long-term debt), and the share of current assets in
total assets, are found to be with high posterior inclusion probabilities, statistically significant in all
specifications, and consistently show the expected signs, and hence are selected. Accordingly, we
further estimate the following supporting regressions for the four firm-level variables through BMA
to gauge how they move with macroeconomic variables, where £ mainly includes lags of the X
variable and firm age (calculated as the distance between the current year and the year the specific
firm 1D first appeared in Orbizs plus one):

Xijp = o + 2,0, 0% + MyyY + 5, 8% +ef”
Appendix 1l Table 4. Coefficient Esthmates across Models in EDF Regression
EbAA

coaflicient Min 25th Silth T5th Max
Firm-level varlables
Total obligations D1ETD 01475 O.1%ES d1.1431 &1y ODIBE1y
Interest cowerage ratio BT ) 0&a155s 05754 -1.5559 5253 -0 3448
Share af lang-term debr -Dd43 00500 -004W9 0044 Do0ddd 015
Share of non-turrent asses 19721 1.1579 11695 11735 1. 1804 12207
Macro variables
GDOF, vy change Dogan aan T -0038 a.0113 G014 [ el i
Uremplayment rate Lo 00347 -0240 00163 0055 Da32e
Shart-term interest rate oD -04%42 -0.3531 -0.2789 32427 Qa4
Lerg-term interast rabe 01364 00153 01353 04723 01952 02957
Sowveneign :prn-m:l [onser Bured] LDogan 03053 -009EG a.070e {0534 Dd3daz
MEC barrowing :prﬁ-:n:l (ower 384 Euribor) DadElE 01586 05457 A.578F Bg32 09636
Loans to MFCs, wy change ('] DOBSE 00501 00733 008E0 G088 DO1I0R
Source BAF statf estimates
Mot Sector dumenies (defined soooeding 1o MACEZ 1 Lewel 1), and the constant sre not shown
(") Mot wsed in projection a5 & constant loan portiolio is assumed

4, The loss given default (LGD) is projected following the approach proposed by Frye and
Jacobs (2012).* For any given projected PD trajectory for each firm, the corresponding LGD
trajectory at time t with a forward step of h is calculated according to the following transformation
using the cumulative standard normal distribution and its inverse:

_ {2 pd;pl-k) _ 27 (pd)= " (pd-Tgd)
Egdt+h — Illl'f“h WhE'rE' k = ‘Iﬁ

Parameter p is set at zero following other FSAP practice (e.g., Japan 2023). Both the aggregate PDs

and LGDs are obtained by averaging firm-level PD and LGD estimates weighted by the actual debt

holdings as of 2021 (the latest year when Orbis data have a comprehensive coverage).

Household Vulnerability Analysis

5. The household data used for the simulation are from the 2021 wave of the European
Central Bank's Household Finance and Consumption Survey (HFCS). The survey was conducted
during October 2021 and April 2022 for Greece and covers 3386 househalds. Among them, 646
households have non-missing, non-zero outstanding liabilities and hence are the main focus of the

1 See Frye and Jacobs 2012, “Credit Loss and Systematic Lass Given Default,” Journal of Credit Risk.
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simulation. These liabilities largely reflect housing-related debt, but many households also report
outstanding non-housing debt. In addition to household financing, we use information regarding
household income and essential expenses, as well as househald members’ labor status and
demographic characteristics. The following table explains the household variables in the simulation
and their mappings to HFCS. The key variables of interest are the debt-service-to-income (D5TI)
ratio and the augmented debt-service-ta-income ratio, Le., the ratio of debt service casts plus
spending on food (HID100 and HID200) and utilities (HI0210) to househald income. Household
income is calculated by summing up househald members’ labor ar pension income (PGO110-
PGOS10) and incame from financial assets (D11400), rental income fram real estate (DI1300), public
and private transfers (DI1620 and DN TO0), and income from other saurces (DI1800). Debt service
takes into consideration both martgage (DL2100) and non-collateralized (DL2200) loans.

Appendix |1l Table 5. Survey Based Variables Used in Household Analysis

—Vasiubis drsesiption HFES smdle,
Survry infarmotioer
Hourpebeo b3l i (el @i, b saling
Coapiley FETIRTIH]
bergsl it 10 100
Hougghokd v ight tefiorig)
o @ owwr foat 1.2 ol fdivided by 4F
bracamas Tros Snancinl sy di1400
COther ireceras = ik tum = tha follkesdneg:
Earmisl irecme froem real sawis promerty di1a00
CrFar wocial varakery di1E2D
Eagulsr @riveis warafsn di1700
Incoimes from oiber soucsn i 1800
I LiobiTitiex
Taial refing hal of h bk il [ R L= 1]
Caplalanding babars of morigege debl o 10
Crils anding balare of Corguie dela] = S0 - gl 100
Type ol martgage = feed rats Hd01708 = O and 1717001 = 1 110k
Othasrwine, warbible raie. I A0
Fonthly paymenin fce morigags * 3 g2 100
Monihky = iL Kamd deti diZ2nd
PAGrIg age S luife = Baldran [hi] T wee e d dsorage mabe ik B0 17150 o i hree morkgages for g o= 1,23 Pty Wsl T
il sworigage mlir ekl rate = balaede his W warapsled aeersge inered sl b1 S0e up s theee melpages Tor e Balarea hisl Wom
- 123 Rt b S0

Irdilal oo e SE M PRE T TS @ FAlS 4+ BGOrEgens Coid e r-mn & rata sprasd so of ered-2004

Feranclal sxpanses feocmwihiy amaunr = 5
Monily smours goent on food at homs 0100
ety amouel spanl on bod oulsese hame o200
P ortivky gl §pe il on il el 141
Eanbnr 5Palas
Empdoyed H pedlids = | jsrpdoyved] or 2 fon sck leave] or T {oompuleany milisey iaracs or sopbeaalont nooal nardos]. pel100

Uramgslkeyssd iF ped160 = 1 juneerpd oped]
Plis§ iy eabomi Tor arliee safues ol pelicila
Fisgsnhidal srrpmbugr incosne geeny fodd 12 peaniths (aliedsbed by 4

Gigsd Lash ampioyaee mdaime pald
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e frousehokd ber vl BRI E

Hourrkald memhe lesel

Paersonal 10 ra 10
Farried if pelID0 = 2 jmarcked) or 1 (comesrausl urion on & Bgal hae) or 4 el docwesd) Fal 100
Mzt rrairiad IF pwlPDD = 1 {revwes maarsd] or & ddoroed)

Tertlary sdacaiion or abowe F palddd = 5 Fal200
I ok iF radadd = 1 0200
In prime sge B rwld00 s berwsen 25 and = a0
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6. We simulate the D5TI and the augmented DSTI according to the paths of the
unemployment rate, the real GDP growth, and the short-term interest rate as in the baseline and
adverse scenarios underlying the bank solvency stress tests, In particular
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» Changes in the interest rate would affect househaolds’ interest income from financial assets and
the repayment on variable-rate loans, but not the repayment on fixed-rate loans. We assume
that all nen-housing loans are variable-rate |loans.

» Real GDP growth (or decline) would impact individuals’ labor or pension incomes. As expense is
assumed to be constant in the simulation, the impact of inflation is also proxied through real
income. We also assurme that social transfers such as unemployment benefits change according
to changes in real GDP.

& Toatranslate shocks to the Appendix I Table &, Probit Regression Coefficients
aggregate unemployment rate into  [Dummy Variables Employed |
the binary employment status at Married (357
individual level, we first estimate a (L0223
probit madel using the full Greek | Education: Tertiary or above aAar
household member sample to e

: W . Male Q414w
determine each individual's relative (0.0243)
likelihood of being employed based |Age between 25-54 (1.2 550
on a few characteristics. Then we fit (00213
the estimated coefficients ta those | Constant 0.326
household members wha belong to (o024
households with non-zero Observations 3950
nulstanding debt [thE simulation ::ﬁgpns-ti?:i:fnnm i panantheses S
sample). For each realization of the  |***p=001 " p<005 * p<0 1

aggregate unemplayment rate, we adjust the constant of the probit regression so that the
average probability of being unemployment amang household members in the simulation
sample is equal to the aggregate unemployment rate. This adjustment preserves the relative
order of individuals with respect to how likely they become unemployed as suggested by their
demographic or educational background. Once the individual-level likelihaod of being
unemployed is determined, we replicate each househald member M times (N=500 in the
implementation) and make random draws to select which replicates receive the binary
unemployment shock; if an individual replicate receives an unemployment draw, the labor status
remains unemployed for a certain number of periods (7 quarters in implementation in light of
the average unemployment duration of 7.62 quarters according to OECD data), unless the
aggregate unemployment rate declines so fast that even recently unemployed have to return to
being employed to match the aggregate trend.

7. The simulation yields the D5TI and the augmented D5TI along the quarterly path over
the four-year horizon, with the first year calibrated to reflect the common macro situations in
2025. It needs to be noted that the household balance sheets underlying the simulation are
outdated—information is collected by April 2022—and may be influenced by lingering pandemic
effects. To mitigate the bias associated with the outdated starting point, we repaort and examine the
simulated results in the form of the deviations from the baseline.
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Appendix IV, Stress Test Matrix (STeM)

1

2

Instituticnal
Perimater

Channels of
Risk
Fropagation

Banking Sector: Solvency Stress Test

Top-down by IMF
Exercisa = Top-Down by FSAP team,
Institutions imcluded #  The four 5lis
Market Share #  The four 5is represent about 35 percent of Banking sector

Data and Baseline Date

-

hethodalogy .

assets

Cut-off date: June 2025

Data: Various sources, including the following.
Supervisory datac Bank balance sheet and supervisory
statistics fincluding FINEER and CORER), information an
interest rate risk in the banking book (IRRBE), provided by
the ECB.
Publichy available data, such as information from BoG on
funding and lending rates far new business by type of
asset and funding portfalios
Expected Default Frequency sourced fram Moodys,
Saspervisory information on historical credit risk
inforrmation.
Corporate sector analysis uses data from Moody's Orbis
and CreditEdge.
Howsehald anahysis relies an househald survey microdata
from the 2021 (latest) HFCS sunsey.

Leope of consolidation: banking activities of the consolidated

banking group for banks having their headguarters in Gresce,

FaaP team catellite models and methodologies.

PDs estimated throwgh corporate and household stress test will
be linked to the salvency stress test. Corporate Pls are
estimated from firm-lewvel data using the one-year ahaad
expected default frequency from CreditEdge as a proxy for PR
according to the Bayesian model averaging mathod,
Household PDs on mortgage loans are simulated from
household balance sheet data in ECE's Househaold Finance and
Comsumption Swervey (2021 wave),

Prowvisioning for IRE and 54 are modeled using IFR59 transition
matrix approach.

Structural model of bank NIl based on regricing ladder and
estimated batas.

Static balance-sheet approach, allowing the re-issuance of
maturing loans at current market rates.

Traded risk impact from the revaluation of trading assets (FYPL)
and secunities classified as fair value throwgh other
comprehensive incorme (FYOCD will be assessad either using a
madified duration approach or bank-spedific sensitivities
reported in 3TE to market risk factors, dependent on data
awailability.

In line with the regulatory framewaork, the main strass test
resufts will include DTCs as part of capital, consistent with the
approach used by the ECB. The amount of legal and volentary
OTC amertization & estimated and incorporated in the results.
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R

4,

5

Stress Test Horizon

Tail Shocks Scenario
Risks and Risk Covered
Barters

Behavioral Adjustment

Regulatory

2026 = 228 (three years)

The resilience of the banking sectors was assessed under three
macro-financial scenarios. These will include a baseline scenario
aligned with the October 2025 World Economic Cartlook (WECH
progections, along with two adverse scenarios that capture the
main risks identified in the RAM and are consistent with those
used in the euro area FSAR,
The *Recessionary scenano” features a synchronized global
slowdown amplified by sovereign debt distress in the euwro
area, & widening of credit spreads, term premium
decompression, and confidence losses softening aggregate
demand. Accommodative monetary policy mitigates the
adverse impact om aggregate demand.
“Geopolitical scenario:” features a matenialzation of a further
escalation of geopolitical conflicts, helghtening cormmeadity
price volatility and disrupting glebal production chains, with
large adverse trade, price, and tanff shocks (“trade wars”}
slowing growth. Fiscal policies in cowntries with fiscal space are
used o cownteract parthy the fall in dermand and support
consumplion. However, the inflationary impact of production
chain disruptions leads to monetary policy tightening.
Thee twi adverse scenarios rely on GFM, a structural macrs
econometric model of the world economy, disaggregated inte
40 national economies, doosmented in Vitek (2013).
Risks cowverad inchede cradit (on loans and debt securities),
market (valuation impact of debt instremeants through repricing
and credit spread risk as well as the P&L impact of net open
positions in market risk factors such as foreign exchange risks]
and interast rate risk on the banking book (IRREE).
Static balance sheet approach: size of portfolios (gross of NPLs)
remains constant throwghout the stress testing horizon (with
no write-offs allowed)]
= Maturing assets are replaced by exposures of the same
type and risk
In projecting BWAs, standardized and IRB portfolios are
differentiated. For the standardized portfolios, BWAs change
due 1o the shift in the composition of perferming and non-
performing exposures, and a detenoration in creditworthiness
is modeled as a credit rating downgrade linked to the inital
rating af the exposure and the projected rise in lean losses. For
the IRE portfalios, through-the-cycle-PDs, downtum LE0s and
EALD for each asset class/findustry are used to project risk
waights.
Interest income frorm nonperfarming loan 5 not accrued.
Dividends are paid out by banks that remain profitable and
adequately capitalized.
Banks can anly accurmulate capital through retaimed
BAMIMgs.
If banks' capital ratio falls below regulatory Pinimur during
the stress test honzon, no prompt corrective action is
assurmed,
In the baseline, hurdles include the requlatory minimam plus
P2R, the Capital Conservation Buffer ({CCoB), the cowntercyclical

T4
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Based
Standards
and
Parameters

Reporting
Form for
Results

Instituticnal
Parimeater

Meathodology

Type of
Analyses

Buffers

Regulatony
Standards

Reporting
Format for
Results

Dutput Presentation

Capital Buffer (CCyB) and Cther Systemicalby Important
Institutions Buter {O-511),

= |n the adverse scenario, banks are allowed to deplete the CCoB
and the CCyB. Other requirements remain in place.

#  Hurdle rates are basad on common equity tier-1, tier-1, and
total capital ratios,

= Ewolutiom of CET1 for four Sk in aggregate.

»  Decompesition of key drivers 1o aggregate net profits and
agaregate CETT capital ratios, incheding differences betweaen
baseline scenarios and adverse soenarios.

= Mumber of banks and share of total assets that fall below
hurdle rates

Banking Sector: Liquidity Stress Test

Exercie

Institutions Included
Market Share

Data and Baseline Date

Scenario Analysis

Behavioral Adjustments
Buffers

Regulatory/Accounting amnd
Market-based Standards

Dutput Presentation

Top-down by IMF

Top-Down by FRAR team
The faur Sks
The four Sis represent about 95 percent of banking sector assets

= Cut-off date; August 2025

= Scope of consolidation: banking activities of the consolidated
banking group for banks having their headguarters in Gresecs

= Supervisory data files (FINREF, COREP) and historical tirme
sefies where available

= LCR- and W5FR-based tests, using regulatory pararmeters and
MO SEVErE SCENaros,

= Cashflow-based higuidity stress test

= Stress test horizone 30 days for LCR-based tests, 1 year for
M5FR-based tests, and up to 12 months for cashflow analysis,

= ariows stress scenanios are considerad, with vansing intensity
of adwversa liquidity conditions, Main risks analyzed are market
upheaval and tightening of market liquidity conditions (linked
to sohmency adverse scenario, where possible), deposit nen-offs,
outflows from top funding sources,

Liquadity from the central bank is not considared,

Capacity of banks to generate liguidity from inflows and from assets

under stress (i.e. counter-balancing capacity)

For baoth LCR- and N5FR-based tests, the hurdle rate is sat at 100
percent at the aggregate currency lavel (per Basel Il and domestic
regulation). For cashflow analysis, the outcomes of interast are the
Mat Liguidity Position and the survival penod,

Catputs include {1) Average LCR, M5FR, Net Liquidity Position and
swrvival period, (2] Mumber of institutions with LCR/NSFR below
resgulatory limits.
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Appendix V. Structural Model for Interest Income
All formulas in the following apply at the bank-segment level; the notation omits this for brevity.
The model requires two inputs:

= A repricing ladder at T0, given by the value of exposures in each repricing bucket [kk+1] (i.e,
exposures with time-to-repricing between k and k+1 years), denoted as ElEt The
corresponding fraction of total exposures in that bucket is denoted as ﬂ,!,‘&*”. This is
summarized in the following table:

Repricin Yalue of

Ef:ke-l.sg Exposures Share of Exposures
oy | o= B g
BN L) F'L S R - o =g,

[2;2] yrs g gl = gl g,

[3;4] yrs 3 gl = g4,

Ay exposure with time-to-repricing larger than three years can be allocated to the [3:4] year
bucket. This is without loss of generality because those exposures will not reprice within the three-
year stress-testing window.

= Scenario-specific projections for the interest rate on new ariginations, denoted as 1*°,
The model calculations are conducted in three steps,
Step 1: Simulate the exposures originated/repriced in each bucket and period.

The model simulates the “law of motion” of exposures across buckets. Consider, for example, the
value of exposures in bucket [k — 1, k] at the end of year-1. The exposures in that bucket will
correspand either to exposures that at end of year-0 were in bucket [k, k + 1] {50 one year later they
have moved to the bucket with 1-year lower time-to-repricing), or to exposures that have been
newly issued/repriced during year-1. The corresponding equation for this is:

(1) B = pleaetl g et e e = 1,2,3

Where J't""”‘I are the newly issued/repriced loans in bucket [k — 1, k]during yvear-t. In order to pin

down the value of J'f""'*', the key assumption is that the shares of exposures across buckets are

constant over time, That is,

(2p 8 = gl e ant e k

This assumption is consistent with the static balance sheet used throughout the stress test,
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Step 2: Simulate the average interest rate for each bucket and period.

Denote as rfﬂ‘*“the average interest rate of the exposures that at end of year-{t-1) were in bucket

[k, k + 1]. This interest rate can be caleulated recursively. Fram equation (1), £ is the sum of the
exposures that were in bucket [k, & + 1] at end of year-(t-1) and the newly issued/repriced
exposures 11* ¥ Then, it must be that the average interest rate of £/*"*% s an exposure-weighted
average of the respective interest rates of these two terms. That is:

EI'E"”’I

Jh=1k] _ g clkk+i] -
(3)i; = iy, "+ (1 = 8t)iff° where &, = S-!*-!ﬁl
The recursive definition in equation (3) requires an initial condition, 4!,:‘"'“. The assumption is that
the initial interest rate in all buckets is equal to the average interest rate of the portfolio at TO.

Step 3: Calculate the interest income.
Cansider first the case without NPEs; the interest income is 1T,
- . 1. 1. I
@) Tl = By e S 4 AR 4 S0 (Zh, 1Y)

The first term of equation (4) is the interest income from the exposures that at the end of year-(t-1)
had at least 1 year left until repricing, so they earn their “old” interest rate throughout all of year-t
(where "old” refers to the same interest rate they had at the end of year-{t-1)). The second term is
the income from the exposures that at the end of year-(t-1) had less than 1 year left until repricing.
The assumption is that these exposures reprice in the midpoint of the year, so they earn the ald
interest rate for half the year. The last term is the interest income from newdy issued/repriced loans,
which are assumed to enter the portfolio in the midpoint of the year, so they earn the new interest
rate for half the year.
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Appendix VI. Liquidity Detailed Scenario Calibrations

Detailed LCR Scenario Calibrations

Regulstory Mot Fundlirg
COREP
Catogory ol Detailed Label {Baset ) Stress Btress w
BC1 BCZ, 3 BC4, 5
0040 Coins and harkroles_0040 100% 1005 100% 100%
‘WWithdramable coniral ank
0050 e 100% 10 100% 100%
0060 Corfral bank assals 0060 100% 5E% 100% o
007D Caniral government assels 0070 A00% 95 {BO% INSC3)  100%  95% (BO% in SCT, 9
Fngional goverrmant | local
o0an foignpgilis 100% e 100% o
[ e ] Publ; Seckr Entily assats_0000 1 5% 1% 2=
Focognisabie domestic and formgn
0100 curtency cenkral govemmant and 100% e 100% o
ceniral bank pessts 1100
il irBlulon {prolechad by
a1mn Marmbar Siate goreerirment, 1 =51 1H% =
promotional kender) assats 0140
Mt kler ol derwsicpment bark and
120 internatiireal organizaions 1% 5% 1HI o=
pegete (0120
Cumblyirg CILU sharesrils:
0130 underying b constaninaks andior 0% s 0% %
contral bank aposure 0430
Cmblying CIU shareshunits:
Lol 1 Fesseds e e
underking is Lavel 1 passts
0140 kg i ki 5% e oE 2
coverad bonds (140
Ahernathe Liguidity Aperoaches:
bl Cowtral krank crecil facilty_0150 i e o o
Canral ralluliom: Lesel 1 sk
il EHQ CE which ane considened
080 yiic amsats for the deposting crdt 0% (Fa L 0
resthtion_ &0
Aljernatres Liguidity &poeas;hes:
arn Inchusion of Lewed 28, assets B =i o BAL
recognised as Level 1 070
Estremaly Righ qualty covarcd
01 bonds 0190 B e 3% B
Crmblyirg ClU shareshurits:
M) wniderkring is sddremedy Fgh qually BEYS -k % B
covered bonds, 0200
Conkal insthufions: Levd 1 EHD
covared bords which ans considensd
@M i amseis for the deposiing credit. T iy b %
invebiybon N0
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Ham | Waeight under scenario
CORE Fegulsiory Markat Fundirsg
Category E: Dretailesd Label | Bl 1 SErpan Strena o
ksl SCH-9
&C1 BCZ 3 BCd, &
Rogional govermmant | kocal
authornibes or Public Seclos Endity
az40 aedels (Merviber Siale. BS5% = 26%. A%
Rt Al
Coniral hank of ooniral ! regional
gosammenl o kcal arhonibes o
sl Pl Seclor Enfity ssaet (Third B B A e
Couniry, FV 0G| 1250
High caality cossred borde
s s e ] |COS3) 0280 A% % #% L
T High qualty coverad bonds (Third A5 e a5 SR
Courlry, CGOS1) 0270
Coorpar ke dabi saciritie
JZB0 (D) 02RO B5%% [=o 5% a85%
Cualilying CILU sharesiunis:
20 unidertying is Level 24 assels 0250 % "k "k e
Cantral instifutions: Lewsl 38, seists
i are consdered lgad st
Q300 for the depoaing credi 0% o 0% (159
i ution 0300
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Ham | Waeight under scenario
CORE Fegulstary Markat Fundireg
Category L IF Dretailes] Label | Blased I SErpan SHresa “I-GH
&C1 BCZ 3 BCd, &
Assalbacked soounibes [rosidonbal
{20 CO81) 0320 5% % % ey
Bgapkhacked securnibes (o
0330 OB | ) 5% % % S0
High quaily covered bords
s 1] e TG % T ey
Assat-hacked secunbes {commercal
{50 o indivicueba, Member Siale, B5% % SN S
COE1| O350
Corparaie dobd securibes
i ] {COBZIY) 0360 5% i S i
Ciporaln debl sscuriies - nire
inereal baaning st (held by
a3rn aract inatitstions for 5 A % I
reaszons) ([OOSR 0370
a380 Erares [mapor siock Indes_0380 5% 0N B0 30
Men-inleras! bearing oessts | hekd by
(M) Greci | ingtidiors b rebgiou 5 e S i
roasons | (COE3-5] 0380
Rasiricled-Lse coniral bank
L commitied Iquidity facifies_0400 i i o o
Cuallying CIU sharesiunis:
410 wrwdarhying in masatkbacked secuntie by 5 S T SR
[residental or suls, COS1L_ M0
T hanre Cuasifying CIL sharsshurils:
M3 urederiyiry i= high qualty coered B5% S0 5% S0f
Brrvchs (ARG5S _0120
Cumblyrg CIU shareshrits:
wrabarkring i grasak-backed secuntie
430 (commencial or indiiduals, Memiber B e e e
Slate, CO51|_ 4D
Cuaklying CIU ehareshurits:
underkying s conporat dobt
siwriies (COSAE), shams {major
e shich index or nor-inierest bairing . A B il
assps (hold by cred| irslutors Tor
religious roasors) (COS3-6] DD
Doposis by nakwork member win
M0 caniral meihiion (na oblgeed TH% 0% 5% S0
rvmsedrnen| (S
Liguadity hunding sresibabie ko resbssri
a0 mermbier from central instfution (fon- TH% 0% 5% S0
spocilied colalmalsaion) D460
Cantral institptions: Lewsl J6 st
bl arp consldered kouid assels
MT for tha depositing credh 0% iz 18 [
iradiution 0T
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