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State Budget, public debt, and fiscal
figures perspectives
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2.1. Execution of the 2021 State Budget

The 2021 State Budget execution, according to the
most recent data of the General Accounting Office,’
on a modified cash basis, shows a significant deficit of
14,872 million euros or 8.39% of Gross Domestic Prod-
uct (GPD),? against 22,806 million euros or 13.79% of
GDP in 2020, but much lower than the targets set by
the 2021 State Budget and the MTFS 2022-2025, as
well as the estimated deficit of the 2022 State Budget
of a deficit around 17,500 million euros or 10% of GDP
(Table 2.1.1). Accordingly, the primary balance is also
deficient, as it reached 10,327 million euros or 5.81%
of GDP, against a deficit of 18,195 million or 11.01% in
2020 and targets for a primary deficit of around 13,000
million euros or 7.5% of GDP based on the 2021 State
Budget, the MTFS of 2022-2025, as well as the 2022
State Budget (Table 2.1.1). It is obvious that the 2021
State Budget execution is improved compared to the
forecasts and estimates due to the significant growth
of the Greek economy that exceeded the ominous
forecasts owing to the Covid-19 pandemic and the
measures taken to address both the health crisis and
the consequent economic crisis resulting from the
lockdown of the economic activity and the need to
support the real economy.

The economic recovery resulted in a significant in-
crease of the 2021 State Budget’s net revenues and a
simultaneous reduction in expenditures compared to
the corresponding period of the previous year. More
specifically, net revenues of the 2021 State Budget
amounted to 54,878 million euros, up by 7,514 million
euros or 15.86%, as well as the targets set by the 2021

State Budget, which projected that revenues were set
to reach 52,970 million euros, a gain of 1,908 million
euros or 3.6%. Economic growth has led to upward
revisions of revenue figures to 53,132 million euros
in the MTFS 2022-2025 and to 53,420 million euros
in the latest estimate in the 2022 State Budget, with
the discrepancy being limited to 1.5 billion euros. The
increase can be attributed to increased VAT revenue,
transfers (including revenue of ANFAs amounting to
644 million euros, which was not foreseen to be col-
lected, while it is estimated that about 300 million eu-
ros was not collected due to the extension of the dead-
line for payment of traffic fees) and the inflow of funds
from the Recovery and Resilience Fund.

Expenditures amounted to 69,750 million euros, show-
ing a decrease of 419 million euros or 0.6% compared
to 2020. However, there is a large deviation from the
expenditures that were initially foreseen by the 2021
State Budget, by 1,939 million euros or 2.86%, as at
the time of its submission, the evolution of the pan-
demic with the new mutation, “Delta”, was not expect-
ed. This led to a new lockdown and restrictions in the
economic activity, which required an increase in trans-
fers through the Public Investment Program to meet
the financing needs of both the health system and the
anti-pandemic measures.

More specifically, revenues of the 2021 State Budget
amounted to 59,981 million euros, showing an in-
crease of 6,945 million euros or 13.1% compared to
the corresponding period of the previous year, an in-
crease that was partly foreseen in the target set by the
2021 State Budget and the MTFS 2022-2025 (1,755
million euros or 3% and 2,029 or 3.5%, respectively),
as well as the latest estimate of the 2022 State Budget
(1,901 million euros or 3.27%), which projected that
revenues were set to reach 54,710 million euros, a loss
of 7,346 million euros or 13.4%. It is worth mentioning
the significant rise in revenue from tax collection that
reached 48,126 million euros, much higher than 2020,
by 4,928 million euros or 11.4%. As for the targets set
in the 2021 State Budget, they were very optimistic.

1. The State Budget Execution Bulletin, December 2021, Ministry of Finance, January 2022.

2. According to the GDP projections for 2021 from the 2022 State Budget.
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TABLE 2.1.1 State Budget 2021, million euros on a modified cash basis

2020 2021
Outcome' Outcome' Budget MTFS 2022-2025 Budget
Forecasts 20212 Forecasts® Estimates 2022
State Budget
Net Revenue 47,364 54,878 52,970 53,132 53,420
Revenue 53,036 59,981 58,226 57,952 58,080
Taxes
From which: 43,198 48,126 48,652 45,792 46,860
VAT 15,008 17,431 17,492 16,867 17,036
Excise taxes 6,427 6,659 6,599 6,573 6,540
Property taxes 2,427 2,652 2,847 2,607 2,549
Income taxes 13,589 14,697 15,429 12,961 13,975
Social contributions 54 55 54 55 55
Transfers 6,537 8,690 6,951 8,982 8,177
Sales of goods and services 507 611 603 623 590
Other current revenue 2,731 2,495 1,636 2,163 2,369
Sales of fixed assets 8 4 330 336 30
Tax refunds 5,672 5,103 5,256 4,820 4,660
Recovery and Resilience
Facility Funds® 0 2,310 2,635 4,029 2,310
Expenditure 70,169 69,750 67,811 70,071 70,907
Compensation of employees 13,335 13,494 13,544 13,481 13,472
Social benefits 137 281 199 194 271
Transfers 38,751 37,038 31,394 36,806 37,605
Purchases of goods
and services 1,618 1,922 1,251 1,832 2,044
Subsidies 248 346 80 80 345
Interest payments
(gross basis) 4,774 4,873 4,510 4,760 4,801
Other current expenditure 29 52 91 91 89
Non allocated expenditure
(without PIP) 0 0 4,709 1,579 671
Purchase of fixed assets 631 2,672 2,646 2,647 2,657
Public Investment Program (PIP)
Revenue® 5,542 4,569 4,192 4,793 4,793
Expenditure” 10,647 9,001 6,750 10,647 8,950
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TABLE 2.1.1 (continued)

2020 2021
Outcome' Outcome!'

State Budget Primary
Balance?®® 11 -18,195 -10,327
% GDP -11,01 -5,81
State Budget Balance®® %" -22,806 -14,872
% GDP -13,79 -8,37
GDP* 165,326 177,608

Budget MTFS 2022-2025 Budget
Forecasts 20212 Forecasts® Estimates 2022*
-12,946 -13,359 -12,949
-7,29 -7,52 -7,29
-17,487 -17,939 -17,487
-9,85 -10,10 -9,85
177,608 177,608 177,608

Source: Budget Introductory Report 2021 and 2022, Ministry of Finance.
Medium-Term Fiscal Strategy Framework (MTFS) 2022-2025, Ministry of Finance.
State Budget Execution, General Accounting Office, Ministry of Finance, January 2022.

Notes:

1. The data for the revenues and expenditures of the State Budget for the years 2020 and 2021 are temporary and will be finalized with
the ratification of the Revenue and Expenditure Report of the State for the fiscal years 2020 and 2021.

. Budget estimates, as depicted in the 2021 Budget Introductory Report.

. Budget estimates, as depicted in the Medium-Term Fiscal Strategy Framework 2022-2025.

. Budget estimates, as depicted in the 2022 Budget Introductory Report.

. Public Investment Budget revenues are included in lines “Transfers” and “Other current revenues”.

2
3
4
5. Revenues from the Recovery and Resilience Facility Fund are included in lines “Transfers”.
6
7

. Public Investment Budget expenditure include around 336 million euros, which are financed by the REACT EU program and will be

settled within the fiscal year 2022.
8. + surplus, - deficit.

9. Outcome includes the settlement program of previous years’ arrears and pending pension applications.
10. Data is presented according to the new economic classification (Presidential Decree 54/2018).
11. The State Budget balance includes 5.8 million euros of expenditure, which were not accounted for at the time of publication of

the bulletin.

12. The GDP estimate for 2021 as reflected in the estimates of the Introductory Report of the 2022 Budget.

Compared to 2020, an even greater increase by about
500 million euros or 1% was expected. This forecast
was revised to the worst in the MTFS 2022-2025, when
the problems due to the pandemic became obvious
(2,334 million euros or 5.1%), while the estimate of the
2022 State Budget reduced the discrepancy to 1,266
million euros or 2.7%, due to the economic recovery.
Larger increases compared to 2020 were recorded for
VAT receipts (2,423 million euros or 16.1%) and in-
come tax revenues (1,108 million euros or 8,2%). In
addition, transfers increased by 2,153 million euros or
32.9%. It should be noted that increased revenues are
due to inflows of 2,310 million euros from the Recovery
and Resilience Facility Fund.

Simultaneously, the 2021 State Budget shows a de-
crease in its expenditures, as they amounted to 69,750
million euros, lower by 419 million euros or 0.6% com-
pared to 2020. Expenditures were expected to be even
lower in the 2021 State Budget, as the target was set at
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67,811 million euros, that is 1,939 million euros or 2.9%
lower from their actual level. However, while the MTFS
2022-2025 forecast was rather close —a deviation of
321 million euros or 0.5% higher- the latest estimate
of the 2022 State Budget predicted expenditures even
higher, by about 900 million euros, from the MTFS
2022-2025. This decrease is owed to transfers (1,713
million euros or 4.4% compared to 2020), through the
Public Investment Program, to cover the needs creat-
ed by the pandemic and the measures to support the
real economy. On the other hand, expenditures for the
purchase of fixed assets, amounting to 2,672 million
euros, are increased by 2,041 million euros or 323.5%
compared to 2020, but this fact was foreseen in all rel-
evant targets and estimates.

The Public Investment Program (PIP) shows a signif-
icant decrease in both revenue and expenditure, as
expenditures for dealing with the pandemic were lower
relatively to 2020. Revenues amount to 4,569 million
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euros, lower by 973 million euros or 17.6% compared
to the 2020 outcome, and 224 million euros or 4.7%
against the target set by the MTFS 2022-2025 and the
2022 State Budget. However, the 2021 State Budget
had foreseen more revenues from the PIP, by 377 mil-
lion euros or 9%. Respectively, expenditure, amount-
ing to 9,001 million euros, increased by 5,005 million
euros or 88.7% compared to 2019, and 3,897 million
euros or 57.7% by the target set in the 2020 State
Budget. This increase in both revenue and expendi-
ture was clearly projected from the corresponding es-
timate of the 2021 State Budget.

Overall, improved revenues combined with restrained
expenditures significantly improved the fiscal result, as
well as the balance of the State Budget. Graph 2.1.1
presents the evolution of the primary deficit/surplus in
the period 2008-2021, accompanied by the evolution
of GDP. The period ranges from 2008, before the debt
crisis of the Greek economy, until the latest data. The
graph shows that in 2020, the GDP is at the lowest
observed in the whole period under consideration,
while it recovered a significant part of the loss in 2021.
Moreover, the estimate for the primary balance deficit
reached 11% of GDP in 2020, two percentage points

GRAPH 2.1.1

of GDP more than the 2009 deficit that led the country
into the consolidation program, a deficit reduced by
half in 2021.

Regarding the targets set, the deviations from the State
Budget submitted for 2021 are due to the underesti-
mation of the course of the pandemic, as the mutation
“Delta” of the original SARS-Cov-2 virus, which was
highly contagious and lethal, as well as to the euphoria
for the end of the pandemic due to the discovery of
the vaccine. However, the magnitude of the needs and
measures necessary to address both the financial im-
plications of the lockdowns and the increased needs
of the healthcare system was soon realized, and the
estimates of the MTFS 2022-2025 and the 2022 State
Budget Report were adjusted accordingly.

Finally, it should be noted that since June 2021,
the Harmonized Consumer Price Index (CPI) has in-
creased, after a period of one year of continuous de-
cline due to reduced demand owing to the economic
crisis caused by the pandemic. This increase is due to
the particularly high international prices of oil and the
energy sector in general, but also to the rise in food
and transport prices. Thus, the increase in inflation in
2021 reached 5.1%,2 which is mainly imported due to

Gross Domestic Product (GDP) and State Budget Primary Deficit/Surplus 2008-2021
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Source: Budget Introductory Report, several issues. State Budget Execution, General Accounting Office, Ministry of Finance,

January 2022.

Note: 2021 is an estimation from the State Budget of 2022.

3. ELSTAT, Consumer Prices Index, Press Release, 13 January 2022.
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the developments in the prices of energy, raw materi-
als, and basic goods. However, it will have a significant
impact on the disposable income of Greek house-
holds and the operating costs of businesses, which in
turn will lead to a reduction in household consumption
expenditure, investment and the volume of exports of
goods, losses which were attempted to be mitigated
by measures taken against the energy crisis.

2.2. The evolution of Greek public debt,
third quarter 2021

According to the latest data available from the Gener-
al Accounting Office,* for the third quarter of 2021, the
Central Government’s debt amounted to 386,824.51
million euros, showing a small decrease of approx-
imately 500 million euros (0.13%) compared to the

previous quarter, while it is increased by 12.8 billion
(3.43%) in relation to end of the year 2020 and 21.9
billion (6.02%) compared to the corresponding quar-
ter of 2020. In addition, cash deposits showed an in-
crease of 1.6 billion (0.42%) compared to the previous
quarter and 2.2 billion (0.59%) compared to the end
of 2020 and just 569 million euros (0.16%) in relation
to the corresponding quarter in 2020. The observed
debt increase can be attributed mainly to the increase
in borrowing used to finance the increased budget ex-
penditures to finance all measures needed to support
the health system and the economy due to the pan-
demic and the ensuing economic crisis.

The composition of Central Government debt in the third
quarter of 2021 is presented in Table 2.2.1. Based on
the type of interest rate, fixed versus floating, the Cen-
tral Government debt, on a percentage basis, amount-

TABLE 2.2.1 Central Government debt' (in million €)*

Period 2020 (C’ quar.) 2020 (D" quar.) 2021 (B quar.) 2021 (C’ quar.)
Outstanding Central Government Debt 364,864.58 374,005.73 387,328.87 386,824.51
Debt by type of interest rate

Fixed rate? 352,459.18 361,663.54 381,518.94 382,182.62
Floating rate®? 12,405.40 12,342.19 5,809.93 4,641.89
Debt by way of trading

Tradable 77,716.16 78,541.20 92,571.60 94,385.18
Non-Tradable 287,513.29 295,464.53 294,757.27 292,439.33
Debt by currency

Eurozone 360,851.07 369,891.67 386,554.21 386,050.86
Non-Eurozone currencies 4,013.51 4,114.06 774.66 773.65
Non-Eurozone currencies* 19,527.80 17,891.90 18,484.40 20,097.70
Debt guaranteed by the Central Government 14,330.54 14,306.26 19,776.11 19,601.19

Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.

Notes:

1. Central Government Debt differs from General Government Debt (Maastricht definition) by the amount of intra-sectoral debt

holdings and other ESA ‘95 adjustments.

2. Fixed/floating ratio is calculated taking into account i) interest rate swap transactions, ii) the use of funding instruments by
the ESM regarding the loans that have been granted to the Hellenic Republic and iii) the incorporation of the risk metrics of the

EFSF’s liability portfolio into the Greek debt portfolio.
3. Index-linked bonds are classified as floating rate bonds.

4. Included balance of dedicated cash buffer account, 15,697.3 million euros on 31/6/2021 and 30/9/2021.

* Estimates.

4. Public Debt Bulletin, September 2021, General Accounting Office, Ministry of Finance.
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ed to 98.8% and 1.2%, respectively. The change in the
composition of debt in favor of floating rates continues,
although at a diminishing rate compared to the pre-
vious quarter (98.5% and 1.5%), but mainly regarding
the corresponding quarter of 2020 (96.6% and 3.4%,
respectively). An analogous change is observed in fa-
vor of the non-tradable to tradable debt, which stood at
24.4% and 75.6%, respectively, over the period consid-
ered. Finally, the composition of Central Government
debt by currency remained essentially unchanged
compared with the previous quarter, 99.8% in euro cur-
rency, and shows little variation compared to the same
quarter of 2020 (98.9% in euro). In addition, as far as
the guarantees provided by the Greek government are
concerned, they stabilized in the last quarter, in com-

parison to the end of 2020, which were particularly high
as they include the “Hercules” scheme, that is, guaran-
tees to deal with Covid-19 and guarantees to banks.

The distribution of debt, based on the residual maturity in
the third quarter of 2021, is reflected in Table 2.2.2. Short-
term Greek Government securities (with maturity less
than one year) represent 13.45% of the total, compared
to 11.6% from the medium-term notes (with maturities of
one to five years), and 74.9% from long-term issues (ma-
turity after five years) of 13.7%, 11.2% and 75.1%, respec-
tively, which was the previous quarter of 2021. Compared
to the same quarter of 2020, a decrease in the share of
short-term and medium-term securities is observed
with a corresponding increase in the securities.

TABLE 2.2.2 Budgetary Central Government debt by residual maturity (amounts in million €)*

Period 2020 (C’ quar.)
Total volume 364,864.58
Short-term (up to 1 year) 46,992.01
Medium-term (1 to 5 years) 39,314.45
Long-term (more than 5 years) 278,558.12

2020 (D’ quar.) 2021 (B" quar.) 2021 (C’ quar.)

374,005.73 387,328.87 386,824.51
52,461.48 53,053.05 52,186.90
39,861.04 43,327.99 44,858.30

281,683.21 290,947.83 289,779.31

Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.

* |t concerns the volume of bonds, interest-bearing bills and short-term securities and not the total debt of the Central Administration.

GRAPH 2.2.1

Composition of borrowing for the third quarter of 2021
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Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.
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GRAPH 2.2.2

Redemption schedule of Budgetary Central Government debt on 30/9/2021 (amounts in million euros)
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Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.

Notes: Securities’ maturities are smoothed with debt repurchases and management operations.
Including extension of EFSF loans agreed at the Eurogroup of 22-6-2018.

The average residual maturity of the total Central Gov-
ernment debt stood at 18.93 years, slightly reduced
from that of 19.90 years in the corresponding quarter
of 2020. Moreover, the average residual maturity of the
total Central Government debt amounted to 9.95 years,
displaying a decline from the 10.06 years in 2020. The
new borrowing for the third quarter of 2021 decompos-
es to 52.5% of fixed bonds, 38.8% of Treasury bills,
6.6% of SURE loans, and 2.1% of the loans comes from
European Investment Bank (Graph 2.2.1).

Graph 2.2.2 shows the redemption schedule of the
Central Government debt based on the latest pub-
lished data. From the display of newer data, it seems
that apart from the rest of the year (2021), the disper-
sion of the burden of redemption of public debt has
now leveled, with few exceptions, at less than 10 billion
euros per year until 2070.

In conclusion, the debt remained essentially stable in the
third quarter of 2021, a fact that shows that the financing
needs of the Greek economy in this period, although in-
creased due to the pandemic and the measures to deal
with it, was covered by the existing State Budget without
requiring additional funds from external borrowing.

2.3. Fiscal figures perspectives

The Greek economy is expected return to normality in
2022. This means a full recovery in GDP from the 2020
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losses. This will occur from increased economic activity,
as the country returns to normality in terms of the health
crisis. The significant percentage of already vaccinated
citizens, combined with extra measures for the unvacci-
nated and the obligatory vaccination for people over 60
years of age, allows the unobstructed operation of the
markets, but also the economic relations internationally,
which leads to a significant further recovery of tourism
with a significant increase in revenues (increase of 60%
compared to 2021).

In addition, significant capital inflows from the Recovery
and Resilience Facility Fund, expected to reach 3,199
million euros, will give a significant boost to the coun-
try’s growth, forecasted to reach 2.9 percentage points
of GDP, without considering the leverage through the
contribution of forthcoming reforms. Moreover, devel-
opment measures to improve the business environment
and increase household incomes through measures to
address the pandemic, such as reducing the corporate
income tax rate from 24% to 22%, providing incentives
for small and medium-sized enterprises to merge, tax
incentives for the use of electronic transactions, the ab-
olition of the tax on parental benefits and the increase of
the minimum wage, are factors in increasing the growth
of the economy. The above seems to lead to a signifi-
cant reduction of the deficit and an improvement of the
balance of payments deficit to pre-crisis levels.

However, regarding the evolution of the pandemic,
although it is not expected to cause shocks in the
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Greek economy, the risk has not been removed, as
there is always uncertainty due to possible mutations
and the continuation of vaccination coverage of the
population. Thus, in the 2022 State Budget, interven-
tions have already been foreseen with a total cost, on
a cash basis, of 3,297 million euros, of which 2,038
million euros relate to the revenue side and 1,259 mil-
lion to the expenditure, amounts significantly reduced
compared to 2021, as the return to some regularity is
expected due to the significant percentage of vacci-
nated citizens. On the revenue side, the interventions
concern the reduction of insurance contributions, the
suspension of payment for the Special Solidarity Con-
tribution, the reductions in housing rents, the reduc-
tion of VAT on transport services, alcoholic beverages,
spectacles, etc. On the expenditures side, the inter-
ventions concern the coverage of health expenditures
and extraordinary expenditures of the Central Govern-
ment due to the Covid-19 pandemic, the coverage of
insurance contributions and the subsidy of 200 euros
for the long-term unemployed, the Bridge 2 and SYN-
ERGASIA programs, etc.
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In addition, price increases in energy, raw materials,
transport, and the supply chain in general, pose a
significant risk to the Greek economy and its growth
rate and, consequently, to fiscal revenues. The war in
Ukraine and its aftermath have burdened energy and
commodity prices even more, as Russia is the major
exporter of natural gas to Europe and, together with
Ukraine, is a major exporter of cereals. Furthermore,
inflationary pressures create conditions for a negative
impact on nominal GDP. Another negative factor for
growth could arise from the limitation of the expan-
sionary policy pursued over the last two years due to
the pandemic. Reducing support for economic activity
can have a negative effect in the short term.

It should be noted that a slowdown in economic recov-
ery can potentially result from natural disasters, which
are becoming more frequent due to climate change.
Finally, it is particularly important to emphasize that
any obstacles to the timely implementation of the Re-
covery and Resilience plan will lead to a lag in invest-
ment and therefore economic activity, thus holding
back the economic growth of the Greek economy.
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