1. Recent (macro-)economic developments
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1.1. Positive developments in most
of the demand components before
the onset of the Covid-19

1.1.1. Introduction — Domestic and
external demand

Yannis Panagopoulos

In this section the general trends of the aggregate de-
mand up to the end of 2019 are recorded. Thus, the
macroeconomic data analysed here does not contain

TABLE 1.1.1 Basic macroeconomic figures

Private consumption
Public consumption
Fixed capital formation
Domestic demand*
Exports of goods and services
Exports of goods
Exports of services
Imports of goods and services
Imports of goods
Imports of services
Balance of trade (goods & services) (%, GDP)
GDP
Contribution to the change in GDP
Domestic demand*

Balance of trade (goods & services)

the negative effects of the COVID-19 pandemic, which
has been in Greece from March 2020 onwards.

Based on the annual data of the ELSTAT’s Nation-
al Accounts, as shown in Table 1.1.1, we observe a
steady growth rate of the Greek economy, compared
to 2018. More specifically, in 2019, as in 2018, the
growth of the economy was around 1.9%. We could
briefly point out here that the main contributing factors
for GDP growth in 2019, compared to 2018, were the
significant change in public consumption (from -2.5%
to 1.1%) and the change in the fixed capital formation
(from -12.2% to 4.7%). Of course, the total exports
were a positive contributor, but at a lower rate than
that of 2018 (8.4% vs. 4.2%, respectively).

Million euro Annual %
(current prices) (constant prices)
2019 2018 2019
127,425 1.1 0.8
36,537 -25 2.1
21,405 -12.2 4.7
187,474 0.5 1.0
69,710 14.1 8.2
37,265 16.4 7.8
32,446 11.5 8.7
69,728 9.7 7.9
59,780 8.9 7.6
9,948 16.6 8.8
0.00
187,456 1.9 1.9
-1.32 1.50
1.34 0.76
1.80 -0.44

Change in inventories

Source: National Accounts (ELSTAT) & EC Forecasting, Spring 2019.

* Without change of inventories.
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FIGURE 1.1.1a
Components of domestic and external demand
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Source: National Accounts, ELSTAT, data processing by
the author.

With regard now to the existing components of record-
ed domestic demand, for 2019, the positive contribu-
tion of all of them is demonstrated (see Figure 1.1.1a).
Thus, both the private and public consumption as
well as the gross fixed capital formation contributed
positively with 0.54, 0.44 & 0.52, respectively (while in
2018, only the private consumption made a positive
contribution to the recorded domestic demand). In
conclusion, as shown in Table 1.1.1 and Figure 1.1.1a
and in contrast to the 2018 data, the overall contribu-
tion of domestic demand to the rate of GDP growth, for
2019, is measured as the most positive factor (1.50).

In accordance with the above analysis, we have the
(positive) coexistence of the domestic and external
demand sectors (i.e., the balance of goods and ser-
vices, see Figure 1.1.1b). More specifically, it appears
that in 2019 the relatively positive drift of international
demand continued with some positive impact on the
country’s exports, but to a lesser extent with respect
to 2018. This event is also reflected in the contribution
of the balance of goods and services to the rate of
change in GDP, where only 0.76 of a percentage point
is recorded (see Table 1.1.1).

As regards the trend of the Economic Sentiment Index
(ESI), as a “proxy” of future demand, it is known that,
like some other leading indices, it offers valuable infor-
mation from both business and household perspec-
tives concerning the economy. In Figure 1.1.2, the ESI,
from the period 5/2019-4/2020, is shown. From this
Figure, it is obvious that while the drift is relatively up-
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FIGURE 1.1.1b
Domestic and net external demand (components)
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Source: National Accounts, ELSTAT, data processing by
the author.

FIGURE 1.1.2
Economic Sentiment Index (2019-2020)
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ward until February 2020, things changed completely
in March due to the emergence of the COVID-19 pan-
demic. In simple terms, we had the ESI ‘peak’ at 113.2
points in February, followed by a severe drop to 99.3
points in April. It is expected that the end of the quar-
antine will mark the moment of reversal concerning the
economic climate.



Next, a more detailed discussion follows regarding the
contribution of the trade balance of goods and servic-
es with respect to the GDP, for 2019.

Trade balance (goods and services)

As already mentioned, the contribution of the external
sector (exports minus imports) regarding the growth of
GDP for 2019 ends up with a positive sign and reflects
mainly the importance of international demand as well
as the perspectives of the international economic cli-
mate.

More specifically, we will refer separately to the rate of
change of goods and the rate of change of services.
Starting now from exports, we should underline that
services were a relatively smaller portion of total exports
(see Table 1.1.1), with an average annual increase of
8.7% in 2019, while goods, which are the majority
of exports, experienced an annual average growth of
7.8%. With respect now to the imports of goods and
services, unlike the composition of the exports, these
are less balanced as a distribution. The imported ser-
vices had an average annual increase rate of 8.8%
(lower than that of 2018, which was 16.6%) and the
imported goods had an average annual rate of 7.6%

FIGURE 1.1.3
Components of external demand
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1. Quarterly National Accounts, Press release, ELSTAT, March 6, 2020.
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(lower than the corresponding rate of 2018, which was
8.9%).

Concerning now the contribution of the trade balance
of goods and services to the GDP growth rate, we can
report that it was formulated at 0.76 points for 2019, in
contrast to the higher 1.34 points in 2018. More analyt-
ically, we record the positive contribution of exports to
GDP growth estimated at 1.63 points (reduced by 1.14
points compared to the 2018), while the (negative)
contribution of imports to GDP growth was 0.88 points
(minus 0.56 points compared to 2018). The reduced,
compared to 2018, contribution of the trade balance of
goods and services to GDP growth is also illustrated
in Figure 1.1.3. Additionally, between 2017 and 2019,
the size and trends of the corresponding imports and
exports histograms demonstrate this progress.

1.1.2. Private consumption and investment

Konstantinos Loizos

1.1.2.1. Private consumption

Private consumption has increased

Based on quarterly, seasonally adjusted National Ac-
counts data,’ private consumption reached 32,193 mil-
lion euros in current prices during the fourth quarter of
2019, higher than the 31,883 million euros of the pre-
vious quarter. Moreover, in terms of chain-linked vol-
umes, private consumption rose from 32,743 million
euros during the third quarter of 2019 to 32,984 mil-
lion euros in the fourth quarter of the same year. This
rising trend observed in the last two quarters of 2019
is also confirmed by the relevant percentage changes
of seasonally adjusted chain-linked volumes. Private
consumption increased during the last two quarters
of 2019 with respect to the corresponding quarters of
2018 at rates 0.6% and 1.8%, whilst it also rose with
respect to the immediately preceding quarter of 2019,
by 0.6% and 0.7%, respectively.

In addition, private consumption as a percentage of
total Gross Domestic Product (GDP) increased from
68.01% during the third quarter to 69.25% in the fourth
quarter (Figure 1.1.4). Public consumption as a per-
centage of GDP rose as well but at a slower pace (from
19.53% to 19.59% for the corresponding quarters). On
the contrary, during the same quarters, gross capital
formation (fixed capital and changes in inventories)
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FIGURE 1.1.4

The evolution of private consumption and other components of demand as percentages of GDP
(expenditure approach) (seasonally adjusted data in current prices)
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Source: ELSTAT, data processing by the author.

and net exports fell as percentages of GDP. Gross
capital formation declined from 12.23% to 10.93%,
whilst net exports dwindled from 0.24% to 0.23%.
These observations indicate the primacy and rising
importance of private consumption as a component
of total expenditure along with public consumption, at
least for the last few months of 2019.

Positive developments in retail trade

Figure 1.1.5 depicts the evolution of retail trade ac-
cording to the monthly data provided by ELSTAT. This
data indicates positive percentage changes with re-
spect to the same month of the previous year, starting
from August 2019 until January 2020, in all indices
except in December for food items. Finally, the overall
index was, on average, positive in terms of percentage
changes during this semester with a mean value of
4.38%. We observe the same positive trend in the food
items index (mean value 2.20%), the other items index
(mean value 6.05%) and the automotive fuel index
(average value 3.87%). Hence, the developments in
retail trade during the semester August 2019-January
2020, with respect to the corresponding quarter of the
preceding year, appear to be positive on average in
all sector indices.
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Expectations in retail trade have yet to stabilize

Confidence indicators published by EUROSTAT (Fig-
ure 1.1.6) show an unstable downward trend starting
from September 2019, which is much more evident
in the retail confidence indicator than in the consum-
er confidence indicator. Moreover, these two indices
seem to decline during the first quarter of 2020, de-
spite their fluctuation, presumably because they dis-
count imminent developments in consumer demand
given the outbreak of the COVID-19 pandemic.

1.1.2.2. Investment

Investment does not show any clear recovery

Gross fixed capital formation in current prices reached
5,329 million euros during the fourth quarter of 2019,
a figure lower than the third quarter (5,423 million eu-
ros). On the contrary, in terms of chain-linked volumes,
there was a rise from 5,407 million euros during the
third quarter to 5,771 million euros in the last quarter
of 2019. Indeed, inspecting percentage changes with
respect to the previous quarter in terms of seasonally
adjusted chain-linked volumes, we observe a nega-
tive change (-4.5%) in the third quarter, but a positive
change (6.7%) during the fourth quarter of 2019. Con-
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trary to this, percentage changes with respect to the
corresponding quarter of 2018 are both positive (2.7%
and 14.4% respectively).

The evolution of the contribution of gross investment
and its components to GDP, as measured by their per-
centage changes with respect to the preceding quar-
ter, is of particular interest (Figure 1.1.7). The “Build-
ings” category showed a rise of 14.22% during the
third quarter, followed by a fall of -5.97% in the fourth
quarter. The “machinery and transport equipment”
category demonstrated the opposite trend since a de-
cline of -1.43% during the third quarter was followed
by a rise of 2.62% in the last quarter. However, gross
capital formation as a percentage of GDP fluctuated
overall in terms of percentage changes from positive
(4.05%) to negative (-0.9%).

Machinery and transport equipment increases
compared to buildings

Focusing on the two major components of gross invest-
ment, the share of buildings in total gross capital for-
mation lost ground (from 36.30% to 34.44%) in favour

FIGURE 1.1.7

of machinery and transport equipment (from 49.07%
to 50.81%) during the last quarter of 2019 with respect
to the previous quarter (Figure 1.1.8). It is notable that
machinery and transport equipment remains the main
component of gross investment from mid-2018. The
crucial question is whether this finding connotes a
change in the direction of investment or just a fallback
in the buildings sector.

Expectations in the construction sector have
improved

The evolution of business expectations in the construc-
tion sector are depicted in Figure 1.1.9. The relevant
confidence indicator rose substantially after September
2019, especially in December (from -56.2 in Septem-
ber to -24.2 in December of 2019), and thereafter has
remained close to this figure (-30.5 in March 2020).
Despite the fluctuation in the first months of 2020, its
significant increase is an encouraging sign of a possi-
ble rebound in future investment demand in this sector.
However, one must always keep in mind the possible
adverse consequences of the COVID-19 pandemic, not
yet incorporated in our data.

Gross fixed capital formation as a percentage of GDP (overall and by asset)

(seasonally adjusted data in current prices)
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1.1.2.3. Conclusions fickle step, notwithstanding its better performance

in terms of domestic demand as compared to 2018.
The above analysis shows that the Greek economy is  Even as private consumption demonstrated signs of
treading towards the possible economic storm which recovery, especially during the first and the last two
the COVID-19 pandemic brings along, with a rather quarters of 2019, expectations in retail trade, which
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reflected the economic climate (the first quarter of
2020 included), did not confirm this positive point of
view, if one takes note of the data from September
2019 onwards. On the other hand, gross investment,
despite its improvement during the first quarter of
2019, fluctuated without any clear indication of recov-
ery throughout the whole year, whilst expectations,
at least in the construction sector, seemed promis-
ing, especially in the last months of 2019. Finally, the
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rise in public consumption that was recorded until
the end of 2019 might indicate a trend to be estab-
lished in the next few months of being an important
contributor to aggregate demand during the era of
the health crisis, supplementary to private consump-
tion. However, there remains a need for the Greek
economy to boost the share of private investment in
aggregate spending as a necessary step for a pros-
perous future.
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