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1.1. The evolution of the main
components of demand in the
electoral semester of 2023

1.1.1. Introduction — Domestic & external demand
Yannis Panagopoulos

In this section, utilizing the existing recorded macroeco-
nomic data, we proceed to the analysis of the current
developments concerning the 1t half of 2023. Starting
from the results of Table 1.1.1, during the 1%t quar-
ter of 2023, we observe the existence of positive rates
of change in individual macroeconomic aggregates
excluding exports/imports of goods and public [gov-
ernment] consumption. There is also a slowdown in
economic growth in the 1% half of 2023, which fell to
2.4%, while in the corresponding 1%t half of 2022, it was
clearly higher (7.5%). On a g-on-q basis, the econom-
ic growth, after the “peak” in the 2" quarter of 2022
(14.8%), declined gradually —with the sole exception of
2022Q4- which leads us to the “low growth” level of the
1st quarter of 2023 (2.0%), followed by a small increase
in the 2" quarter (2.7%). It is, however, unknown if this
decline will continue.

Regarding the factors that contributed to the GDP
growth in the 1t half of 2023 (2.4%), it should be not-
ed that from the discrete macroeconomic coefficients,
gross fixed capital formation recorded the largest
positive rate of change (8.1%), followed by, in order
of size, exports of goods and services (3.6%), private
consumption (2.9%) and public consumption (0.4%).
Special mention should be made, for the same period,
of the negative change in imports of goods and servic-
es which, as is known, under normal conditions, have
a negative contribution to GDP (2.9%).

In terms of quarters —Q2 2023- we have approximately
the same picture, but in a different order of importance,
concerning the recorded GDP growth. Specifically,
gross fixed capital formation (7.9%) was preceded by
private consumption (3.2%), while exports of goods
and services contributed almost nil (0.1%). Notewor-

thy for this quarter is the negative change in public
consumption (-1.4%) (Table 1.1.1).

Domestic demand also recorded a similar trend in the
2nd quarter of 2023 (Figure 1.1.1). Thus, based on the
existing macroeconomic components of the recorded
GDP growth (using seasonally adjusted data), private
consumption was the most positive component (2.22)
followed by fixed capital formation (1.08), while gov-
ernment consumption was again the negative compo-
nent (-0.26).

As regards the portion of the domestic vs. the exter-
nal sectors of demand (i.e., the balance of goods and
services) in GDP, for the 2" quarter of 2023, things
are relatively in favor of the first, mainly due to the do-
mestic demand sector (Figure 1.1.2). Specifically, the
negative contribution of both the change in inventories
(-0.76) and the balance of goods and services (-0.23)
were adequately offset by the positive contribution of
domestic demand (2.78) in the GDP growth.

Regarding the course of the Economic Sentiment
Index (ESI), as the future “proxy” of demand, the ex-
pectations of households and businesses for the pe-
riod 1/2022-8/2023 are recorded in Figure 1.1.3. It is
obvious that from the recorded trend of this index,
there is a gradual upward move after November 2022.
More analytically, while for several months (July 2022-
November 2022) there was stagnation, around 101
points, from December of the same year, there was a
gradual increase, reaching 111 points in August 2023
(111.7). In conclusion, the expectations of house-
holds and businesses, after entering 2023, show
cautious optimism.

Below is a more detailed discussion on the contribu-
tion of the country’s balance of goods and services
to GDP.

Balance of goods and services

The development of the external sector (percentage
change in exports minus imports), for the 1%t half of 2023,
as already mentioned above, is generally slightly posi-
tive. Below we will refer separately to the rate of change
of goods and to the rate of change of services. Starting
with exports, let us underline that as far as services are
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FIGURE 1.1.1
Sub-components of domestic demand
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Source: National Accounts, ELSTAT, data processing by the
author.

FIGURE 1.1.3
Economic Sentiment Index (1/2022-8/2023)
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Source: Eurostat.

concerned, which constitute the relatively smaller part
of exports, they showed a six-month increase of 3.8%,
while goods, which were the largest part of exports,
showed a slightly larger six-month increase of 4.4%.
Imported services, on the other hand, had an average
semi-annual increase of 8.9%, while imported goods
had a very small semi-annual increase of 0.9%.

As far as the contribution of the balance of goods and
services to the rate of change of GDP is concerned, let
us repeat here that for the 2" quarter of 2023, it stood

FIGURE 1.1.2
Domestic and net external demand
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FIGURE 1.1.4
Sub-components of external demand
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at -0.23 points, in contrast to -1.6 points for the 2
quarter of 2022. More specifically, we had the almost
zero contribution of exports to GDP estimated at 0.04
units while, on the other hand, we had the slightly neg-
ative contribution of imports to GDP estimated at - 0.26
units. The overall picture, presented in Figure 1.1.4
with the corresponding export and import histograms,
is that, after Q2 2022, we have a very small [positive/
negative] contribution from both export/import compo-
nents, which is virtually counter-eliminated in Q2 2023.
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1.1.2. Private consumption ana investment

Konstantinos Loizos

1.1.2.1. Private consumption

Rising trend for private consumption expenditure
during the first semester of 2023

According to the quarterly, seasonally adjusted Nation-
al Accounts’, the private consumption of households
and NPISH? increased from 37,407 million euros in cur-
rent prices in the first quarter of 2023 to 38,019 million
euros in the second quarter. Correspondingly, in terms
of chain-linked volumes (reference year 2015), private
consumption rose from 34,294 million euros in the first
quarter to 34,602 million euros in the second quarter
of 2023. In terms of percentage changes® with respect
to the previous quarter, based on seasonally adjusted
chain-linked volumes, private consumption increased
at a rate equal to 1.2% in the first quarter of 2023 and
0.9% in the second quarter, while with respect to the

FIGURE 1.1.5

corresponding quarter of the previous year the relevant
growth rates were 2.5% and 3.2% correspondingly.

Private consumption, as a percentage of GDP, was
68.82% on average during the first semester of 2023,
lower than its average in 2022 (69.19%), while public
consumption was 18.97% of total expenditure (19.44%
of GDP in 2022). On the other hand, gross capital for-
mation (fixed capital and changes in inventories) was
on average 16.35% of GDP, lower than the average
value attained in 2022 (20.82% of GDP). Finally, the
deficit in the trade balance decreased as a percentage
of GDP from -9.45% on average in 2022 to -4.15% of
GDP in the first semester of 2023. Therefore, during the
first semester of 2023, private consumption expendi-
ture followed a rising path both in current prices and in
terms of chain-linked volumes. However, on average,
the share of private consumption in GDP was slight-
ly lower with respect to its share in 2022. The same
holds true for the share in GDP of public consumption
and gross investment; at the same time, the share of
the trade deficit in GDP was reduced, as depicted in
Figure 1.1.5.

Evolution of private consumption and other components of demand as a percentage of GDP
(expenditure approach) (seasonally adjusted data in current prices)
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1. Quarterly National Accounts, Press release, ELSTAT, September 6, 2023.

2. Non-profit institutions serving households.

3. Percentage changes are calculated using the formula % .

t-1
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Fluctuations but negative percentage changes
on average in retail trade, mainly in automotive fuel
and food items

The evolution of retail trade in terms of percentage
changes of the overall volume index, despite monthly
fluctuations, was negative on average in the first semes-
ter of 2023 with respect to the corresponding months
of the preceding year, with a value of -3.2% based on
ELSTAT monthly data (Figure 1.1.6). The corresponding
average quarterly percentage changes were both nega-
tive, equalling to -2.55% in the first quarter and -3.90%
in the second quarter. We observe the same trend in
food items with an average negative percentage change
in the first semester of 2023 of -3.14% and -4.15% and
-2.13% for the first and second quarter corresponding-
ly. The situation is slightly different for automotive fuel
since the average in the first semester was just -0.57%,
and the relevant quarters present both negative and
positive values on average, namely, -5.49% in the first
quarter and 4.35% in the second quarter. Furthermore,
other items except fuel and food exhibited a positive av-
erage growth rate during the semester, of 5.01%, which
comes from a strong positive percentage change in the
first quarter (10.09%) and a small negative percentage

FIGURE 1.1.6

change (-0.07%) in the second quarter. In conclusion,
retail trade, both in terms of the overall volume index
and in most of its components, showed negative trends
during the first semester of 2023 with the significant ex-
ception of other items except food and fuel.

Improvement of expectations in retail trade
continues despite fluctuations

Published by Eurostat, confidence indicators (Figure
1.1.7) show that the improved climate in retail trade
continues from the perspective of both consumers and
enterprises. However, despite the entrenchment of this
optimistic trend, which began in the third and fourth
quarters of 2022, we should note the observed signifi-
cant fluctuations in the two indices, which indicate the
long-lasting uncertainty in the retail market.

1.1.2.2. Investment
In general, there is a rising trend in gross
investment despite its falling share in GDP

Gross fixed capital formation increased from 7,447
million euros in current prices in the first quarter of

Percentage changes in the seasonally adjusted overall volume index and the main sector indices

in retail trade
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FIGURE 1.1.7
Confidence indicators in retail trade
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2023 to 7,569 million euros in the second quarter of
the same year. A similar situation appears in terms
of chain-linked volumes since gross fixed capital for-
mation showed a slight increase from 7,031 million
euros in the first quarter of 2023 to 7,056 million eu-
ros in the second quarter. Indeed, with respect to the
corresponding quarter of the previous year, we note
the existence of positive percentage changes: 8.2%
for the first quarter and 7.9% for the second quar-
ter. Furthermore, with respect to the previous quar-
ter, a negative percentage change in the first quarter
(-1.1%) became positive, equalling to 0.3% in the sec-
ond quarter, according to seasonally adjusted chain-
linked volumes.

Investment (gross fixed capital formation) as a per-
centage of GDP (Figure 1.1.8) fell in both of the two
first quarters of 2023, with percentage changes with
respect to the previous quarter equal to -7.51% in the
first quarter and -1.25% in the second. In terms of the
main components of gross investment as a percent-
age of GDP, machinery and transport equipment fol-
low the same pattern with negative values in both the
first quarter (-14.39%) and the second quarter of 2023
(-3.39%). Buildings as a percentage of GDP (both
dwellings and other buildings and structures) showed
a negative percentage change -4.46% in the first quar-
ter, but a small positive percentage change (0.89%)

KEPE, GREEK ECONOMIC OUTLOOK 2023/52

in the second quarter of 2023. The data presented in
Figure 1.1.5 above might provide an explanation for
the reduction observed in the share of investment in
GDP since, at the same time, there is a corresponding
fall in the external deficit and, therefore, a decline in
domestic expenditure, which is now approaching the
country’s domestic product.

Recovery of the share of buildings in gross
investment

As depicted by Figure 1.1.9, the share of buildings in
gross investment rose even further, thus exceeding
the share of machinery and transport equipment. In-
deed, the share of buildings in gross investment in-
creased from 41.44% in the first quarter of 2023 to
42.33% in the second quarter of the same year, while
the corresponding percentages for machinery and
transport equipment were 40.16% and 39.29% respec-
tively. Given the, traditionally, significant contribution
of buildings in reviving the Greek economy, this indica-
tion of dynamism on behalf of the construction sector
is considered to be good news. On the other hand,
one should not underestimate the role of machinery
equipment in particular, in improving the productivity
of Greek enterprises.

1
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FIGURE 1.1.8
Gross fixed capital formation as a percentage of GDP
(overall and by asset) (seasonally adjusted data in current prices)
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FIGURE 1.1.9
Machinery, transport equipment and buildings as a percentage of gross fixed capital formation
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Are expectations in the construction sector
becoming more pessimistic?

Despite the positive developments in terms of invest-
ment expenditure that we saw in the previous section,
the evolution of business expectations in the con-
struction sector is characterized by two distinct phas-
es. The period that lasts until March 2023 presents an
impressive rise of the respective confidence indicator.
However, the period from April 2023 to August of the
same year, which includes the parliamentary election
process, showed an initial fall and subsequent relative
stabilization at lower levels without fully canceling the
overall rise of the previous period. Having in mind the
dynamism of real expenditure, we can speculate that
this development was the outcome of the uncertainty
generated by the two successive elections and might
not be an indication of a structural change in business
sentiment.

FIGURE 1.1.10
Construction confidence indicator

1.1.2.3. Conclusions

From the preceding analysis, it seems that the Greek
economy during the first semester of 2023, which in-
cluded the successive elections of May and June, was
characterized by rising trends both in private consumer
spending and in private investment, while at the same
time their share in GDP fell with respect to the previous
period, since the trade deficit decreased as well. On the
other hand, we need to notice both the fluctuations and
the negative, on average, trend in the overall volume
index in retail trade and most of its components during
the same period. The same fluctuations, with a posi-
tive trend this time, were observed in the confidence
indices in retail trade. If we consider, along with these
trends, the fall in the construction confidence indicator
after May 2023, we may conclude that the electoral pro-
cess generated some uncertainty concerning the fu-
ture prospects of the economy, which was reflected in
the aforementioned indices, without affecting the per-
formance of the real economy in terms of expenditure.
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