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The Greek economy has been on arecovery path both in Nominal & Real terms

Nominal GDP (€ bn)
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Two unresolved issues

Yet, despite the recovery, two issues have emerged that despite their ubiquitousness and importance
have not attracted the level of attention needed:

a) The Greek households' discontent with their current economic situation

b) The tepid recovery of investments in the Greek economy
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Ql: Greek Households’ discontent
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What are we talking about ? Greek households are lagging in confidence vs Business and EA households
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Why is it a puzzle ? Because the labour market is strong and disposable income is increasing

Unemployment Rate Vs Employed persons (000°)

Nominal Vs Real Households’ Gross Disposable
Income (annual % change)
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True drivers of discontent : I. Increased tax compliance

» Improved tax compliance has raised the effective tax rate on consumption to an all time high of 21.7%
= The VAT Gap of VAT paid vs the maximum of VAT collectable has decline to 13.7%

Effective Tax Rate on Consumption: Greece vs EU
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VAT compliance Gap': Greece vs EU (as % of VTTL?)
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Note: 1. VAT Compliance gap: The gap between actual VAT paid vs the theoretical max amount of VAT that
could have been collected under zero tax evasion

Note: 2. The VAT compliance gap is presented in % of the VAT Total Tax Liability (VTTL). The VTTL is the
estimated amount of VAT that is theoretically collectable based on the VAT legislation and ancillary
regulations, assuming full compliance



True drivers of discontent : II. Inadequate Supply of Public Goods

= Public spending on Goods & Services has declined to 18.3% of GDP vs 21.6% in the EU

= At the same time Greek households spend 7.7% of their total consumption on Healthcare (vs 3.7% in the EU ) and 3.4% on
Education (vs 0.9% in the EU)

Household Budget Survey:
Percentage (%) distribution of monthly expenditure
Public Consumption: Greece vs EU (as % of GDP) (purchases) on goods and services (current prices)
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Conclusions

> Increased tax compliance and tax collection means that the effective tax burden of Greek households has
increased to 21.7% of the pre-tax consumption — much higher than the EU average.

> In parallel, the VAT gap* has declined t013.7% in 2022 from 25.4% in 2018.

> Yet, public spending has declined to0 18.3% of GDP (vs 21.6% in the EU) and the % of income that Greek
households spend on healthcare and education is substantially above EU levels (healthcare: 7.7% and

3.7% respectively, education: 3.4% and 0.9% respectively).

» The upshot is that we are experiencing an incomplete transition from private to public space:

i.  The transition of private funds to the public sector (through less tax evasion) is well under way. This

increases the effective Tax rates and reduces spending power

ii. Yet, the provision of public services is stuck in the past.

So, Greek households do not see an adequate reward on their (much higher) taxes.

* VAT Compliance gap: The gap between actual VAT paid vs the theoretical max amount of VAT that could have been collected under zero tax evasion
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Q2: Investment Hysteresis

M Piraeus



What are we taking about? GFCF counted for just 15.3% of GDP in 2024 (and 15.2% in 2023)

Gross Fixed Capital Formation
(€ bn, in 2020 prices)
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Gross Fixed Capital Formation:
(as % of GDP, in current prices)
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Why is apuzzle ? I. Both capital productivity and profitability are positive for investments

Gross Operating Surplus of Non-Financial
Corporations (€mn, in current prices)

Capital Productivity
(GDP as % of net capital stock, in 2020 prices)
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Why is apuzzle ? II. Investment growth has failed to keep pace with a “tight” economy and a positive
output gap

Level of Capacity Utilisation in Manufacturing & Services
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Why is a puzzle ? III. A substantial acceleration of the Public Investment Programme is under way

Public Investment Budget [PIB] & Recovery Resilience Facility [RRF]
Expenditures (€mn)
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Whyisapuzzle? Yetonly14% of Greek Corporates perceive the existence of an investment gap
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Perceived investment gap (% of firms)
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Q. Looking back at your investment over the last three years, was it too much, too little, or about the right amount to ensure the success of your business going

forward?
Base: All firms (excluding response “Company didn’t exist three years ago”).
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Why isapuzzle? And56% of the planned capex is directed to replace existing equipment

Purpose of investment in last financial year (% of firms’ investment)
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Q. What proportion of total investment was for (a) developing or introducing new products, processes or services; (b) replacing capacity (including existing
buildings, machinery, equipment and IT); (c) expanding capacity for existing products/services?
Base: All firms that invested in the last financial year (excluding don't know/ refused responses).

= While 56% of Greek firms continue focus their investment on replacement, in line with the
EU average, 22% of firms invested in capacity expansion.
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Conclusions

» According to our analysis

i. Investment recovery efforts begin from a very low starting point (2019: 11% of GDP).

ii. Capital is highly productive and profitable: Real GDP per unit of capital approaches 2010 levels;
NFCs report strong profits.

iii. Capacity utilization stands at record levels in Services; Manufacturing nears pre-crisis levels.

iv. Ample (and subsidised) funding is available through the Public Investment Budget and the RRF.

But the Greek private sector is extremely defensive in its capex planning.

» This is an indication of a classic textbook case of an Investment Hysteresis, where the investment
muscles of the Greek economy have atrophied due to prolonged inactivity and paralysis.

A possible solution: Run a”High Pressure” economy with demand exceeding supply in order to

force a restart of an investment led recovery and to revive Greek economy’s “Animal Spirits”
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Disclaimer: This document is produced by the Economic Research & Investment Strategy Department of Piraeus Bank (hereinafter “the Bank”), which is supervised by the European Central Bank (ECB), in collaboration
with the Bank of Greece and is sent or provided to third parties, without any obligation of its author. This document or any part of it should not be duplicated in any way without the prior written consent of its author.

The information or opinions included in this document are addressed to existing or potential clients in a general manner, without taking into account the particular circumstances, the investment objectives, the financial
ability, the experience and/or knowledge of the potential recipients of this document and, as a result, they do not constitute or should not be considered neither as a solicitation or offer for the conduct of transactions in
financial instruments or currencies nor as a recommendation or advice for decision making in relation to those. Taking into account the aforementioned, the recipient of the information contained in this document should
proceed with his/her own research, analysis, and confirmation of the information which is included in this document and seek for independent and professional legal, tax and investment advice, before proceeding with
any investment decision making.

The information depicted in this document is relied on sources that the Bank considers to be reliable and is provided on an “as is” basis, however, the Bank cannot warrant as to their accuracy and completeness. The
opinions and estimates herein are related to the trend of the local and international financial markets at the indicated date (prices at closing time) and are subject to changes without any prior notice. Notwithstanding
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according to such information.

Piraeus Bank Group is an organization with a significant presence in the Greek market and an increasing one in the international markets providing a wide range of investment services. In the context of investment
services offered by the Bank and/or any other Piraeus Group companies in general, there might be cases whereby conflict of interests may arise in relation to the information provided herein. Reference should be made
to the fact that the Bank, the relevant persons and/or other Piraeus Group companies indicatively:

Are not subject to any prohibition in relation to trading on own account or in the course of providing portfolio management services prior to the publication of this document or the acquisition of any shares prior to any
public offering or the acquisition of any other securities.

May offer upon remuneration investment banking services to issuers for whom this document may contain information.

May participate to the issuers’ share capital or acquire other securities issued by the aforementioned issuers or attract other financial interests from them.

Might provide market making or underwriting services to issuers that might be mentioned in this document.

Might have published papers the content of which is different or incompatible to the information presented herein.

The Bank as well as the other Piraeus Group's companies have enacted, implement and maintain an effective policy, which prevents circumstances that may give rise to conflicts of interests and the dissemination of any
information among the departments (“chinese walls") and they also constantly comply with the provisions and regulations relevant to inside information and market abuse. Also, the Bank confirms that it doesn't have any
kind of interest or conflict of interest with a) any other legal entity or person that could have participated in the preparation of the present document and b) with any other legal entity or person that couldn't have
participated in the preparation of the present document, but had access to it before its publication.

It is duly stated that: the investments described in the present document include investment risks, among which the risk of losing the entire capital invested. In particular, it is stated that;

The figures presented herein refer to the past and that the past performance is not a reliable indicator of future performance.
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The return on investments might be positively or negatively affected as a result of currency fluctuations, in case the figures are denominated in a foreign currency (other than Euro).
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The tax treatment of the information as well as transactions pertained in this document, depends on each investor's individual circumstances and may be subject to change in the future. As a result, the recipient should
seek for independent advice in relation to the applicable tax legislation.
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