
24	 KEPE, GREEK ECONOMIC OUTLOOK 2023/52

1.3. Factor model forecasts  
for the short-term prospects in GDP
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At the current conjuncture, Greece has faced extreme 
natural phenomena, which due to their unprecedent-
ed scale will also have significant economic effects. 
The extent and the time frame in which the disasters, 
and especially the floods in Thessaly, will affect the 
development of the GDP of the Greek economy is not 
currently possible to estimate. On the one hand, we 
do not know the initial economic footprint of the dis-
asters and the time it will take to restore normality and 
productive activities in the areas affected. On the other 
hand, multiple mechanisms have been mobilised to 
repair the damage and help those affected, and at the 
same time, significant financial resources from the Eu-
ropean Union will be allocated for the same purposes.

Since we do not have concrete data in relation to these 
parameters, any assessment regarding the prospects 
of the Greek economy for the rest of this year can 
only be based on the economic data currently availa-
ble and concerning the period before the occurrence 
of the disasters. According to these data, the Greek 
economy has remained on a trajectory of satisfactory 
growth rates, with the country’s GDP in the first half of 
the year having increased by 2.4% as compared to the 
first half of 2022. This steady course, combined with 
positive indications regarding the development of key 
sectors and indicators, favors the assessment that, de-
spite the new uncertainties and risks created by recent 
events, there will not be, in the short term, significant 
deviations from the dynamics reflected in the figures of 
the first half of the year.

Having noted the above, the current section presents 
the updated forecasts of KEPE concerning the evo-

lution of the rate of change of real GDP in Greece in 
2023.1 The forecast is conducted using KEPE’s dynam-
ic structural factor model.2 The underlying time series 
database used to estimate the model and produce the 
forecasts includes 126 variables,3 covering the main 
aspects of economic activity in the country on a quar-
terly basis and spanning the period from the first quar-
ter of 2000 up to the second quarter of 2023. 

According to the econometric estimates, which are 
presented in Table 1.3.1, the average annual growth 
rate of the Greek economy for 2003 is estimated to 
reach 2.4%. This forecast represents a small upward 
revision of the previous forecast of KEPE (2.2%), re-
flecting the better-than-expected growth rate of the 
GDP in the second quarter of the year (2.7% as com-
pared to the corresponding quarter of 2022). For the 
second half of 2023, the forecast remains on average 
quite close to KEPE’s previous projection, standing 
at 2.4% (from 2.5%) compared to the corresponding 
period of 2022 and amounting to 3.1% and 1.6% for 
the third and fourth quarters of 2023, respectively. This 
outlook reflects the favorable developments observed 
until recently in several of the economic figures incor-
porated in the forecast.

More specifically, for the second quarter of 2023, 
the observations on a non-seasonally and calendar- 
adjusted basis compared to the corresponding quarter 
of 2022 reflect a further notable increase in private con-
sumption, as well as a significant strengthening of fixed 
capital investment, driven mainly by the major increase 
of investment expenditure in housing and other con-
structions. In the external sector, the rise in exports 
of services continued, due to the significant increase 
in tourism receipts, while, on the contrary, there was 
an evident pressure on goods exports, due to the 
weakening of the economic environment in Europe. 
In the industry sector, the overall industrial production 
index registered an increase, reflecting a significant 
strengthening in the relevant sub-indices concerning 
capital goods and consumer goods, while in parallel, 
in these categories, there was also a rise in the turn-
over index in industry. In addition, positive develop-

1. The date of the forecast is September 28, 2023.

2.  A detailed description of the model can be found in Issue 15 (June 2011, pp. 19-20) of KEPE’s scientific journal entitled Greek Economic 
Outlook. See <https://www.kepe.gr/images/oikonomikes_ekselikseis/issue_15enb.pdf>.

3. The database incorporates both real economy and nominal variables, as well as a considerable number of variables reflecting the expec-

tations and assessments of economic agents. The seasonal adjustment of the time series is carried out by use of the Demetra+ software, 

using the TRAMO/SEATS filter. 
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In relation to the indicators reflecting agents’ expec-
tations and assessments regarding the economic cli-
mate in the country, developments in the second quar-
ter of 2023, compared to the first quarter of the year, 
demonstrate an improvement of the economic climate 
in Greece, a weakening of the economic climate in the 
EU, and a strengthening in business expectations in 
Greece in the retail trade and construction sectors.

Despite the above mentioned –mostly– positive devel-
opments in key figures and indicators, the risks affect-
ing the growth prospects of the Greek economy are 
currently significant, not only because of the recent 
natural disasters, but also due to other factors related 
to the geopolitical tensions, the weak performance of 
the European economy, the persistence of inflation-
ary pressures, the effects of increased interest rates 
and the significant degree of uncertainty regarding 
developments in the energy and food markets. Based 
on certain more recent indications, the effects of the 
natural disasters in Greece and the unfavourable cli-
mate conditions in other EU countries are already in-
ducing increases in food prices, while oil prices have 
increased considerably in recent months, with what 
these developments may imply for households’ pur-
chasing power and, therefore, for private consump-
tion. On the other hand, there are several factors which 
can contribute to a more positive outlook for the Greek 
economy, such as the continuing significant growth of 
the tourism sector, the utilisation of the Recovery and 
Resilience Fund and the NSRF for the strengthening 
of productive investment, the enhancement of the re-
silience of the economy through the fulfillment of fiscal 
targets and the upgrade of Greece’s credit rating to 
investment grade status. 

ments were also recorded in the construction sector, in 
terms of the general production index in construction 
and both of the relevant sub-indices referring to build-
ing construction and civil engineering. Concerning the 
course of the domestic labor market, in the second 
quarter of 2023, a further improvement in conditions 
was observed, as the number of persons employed 
increased by 1.7% compared to the first quarter of the 
previous year and the number of unemployed persons 
decreased by 9.8%, respectively.

Concerning price data for the second quarter of 2023, 
developments were indicative of a further considerable 
fall in energy costs, as the Brent oil price index declined 
compared to the previous quarter, while a further de-
crease was observed in the European harmonized en-
ergy price index for Greece. At the same time, there 
was a continuation of the gradual decline in inflationary 
pressures, which, however, concerned part and not all 
of the basic categories of the consumer price index. In 
particular, a fall in prices or a slowdown in their rate of 
increase was observed in certain categories, such as 
those significantly affected by energy prices (housing, 
transport), while high inflationary pressures continued 
to be recorded in basic consumer good categories, 
such as food and non-alcoholic beverages, clothing 
and footwear, durable goods, household appliances 
and services and health services.

The above developments seem to have resulted over-
all in a further slight fall in uncertainty in Greece, as 
both the yield of Greece’s ten-year government bond 
and the relevant spread against the corresponding 
German bond declined in the second quarter of 2023 
as compared to the corresponding quarter of 2022. 

TABLE 1.3.1 Estimated real GDP rate of change in 2023 (%, y-o-y)

2023

Quarters 3rd quarter 4th quarter

Quarterly rate of change 3.11
[2.98 , 3.24]

1.60
[1.48 , 1.72]

Mean annual rate of change, 2nd half 2.36
 [2.23 , 2.48]

Mean annual rate of change 2.36
[2.29 , 2.42]

Note: Values in brackets indicate the lower and upper boundaries of the 95% confidence interval of the forecasts. 
*The mean annual rate of change incorporates the officially available (provisional) data for the first two quarters of 
2023, on a seasonally adjusted basis. 


