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Abstract

In early 2010, Greece’s financial condition was unsustainable, necessitating the implementation of ambitious economic adjustment programs.
The fiscal austerity measures launched by the Greek government in agreement with its official creditors (IMF, ECB and European member states)
led to a rather deep recession as GDP dropped by 25% and unemployment peaked at 25%. Households’ income, corporations’ profit, as well
as their debt-paying ability decreased significantly leading to a huge amount of non-performing loans (NPLs). This paper provides a complete
analysis of the measures introduced by the Greek government to stabilize Greek banks and reduce NPLs ratio at single digits.
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Introduction

The impairment of economic conditions in Greece from
2009, the adoption of fiscal austerity measures and the launch of
three economic adjustment programs by the Greek state caused
reduction in credit provision from Greek systemic financial
institutions (FIs) as they were forced to deleverage and to
implement restructuring plans in order to recover [1].

As shown in figure 1 The volume of consumer, residential and
business loans decreased significantly in the aftermath of Greek
sovereign debt crisis started in 2010.

The economic recession and the worsening of macroeconomic
conditions had also severely affected the capacity of Greek firms
and households to service their debt [2-4]. Also, opportunistic
behavior of strategic defaulters increased NPLs [5]. Furthermore
[6] showed that unemployment and inflation were key
determinants of NPLs in Greece while [7,8] found that the public
debt exerts a strong positive impact on NPLs. [9] supported
that bad bank management affects NPLs as well as the level
of concentration in banking industry [10]. [11-13] proposed
economic policy uncertainty as a key factor of Greek NPLs.
According to [14,15] NPLs affected negatively the stock prices of
four systemic Greek Fls.

As presented in figure 2, NPLs increased up from EUR 12
billion euros in the first quarter of 2008 to a peak of EUR 107

billion in second quarter of 2016, then decreased to below 80
billion euros in the first quarter of 2019.

In an attempt to minimize the large amount of NPLs Greek
government established an effective secondary NPL market. Greek
FIs were able to clean up their financial statements and re-finance
the real economy by selling NPLs using the secondary NPL market,
either directly or via securitizations [16].

Credit Servicing Firms (CSFs) combine data

Based on law 4354 /2015 the Bank of Greece (national central
bank) has approved a total of 26 credit servicing firms (CSFs) to
provide servicing management of non-performing loans and loan
receivables. Under the revised framework of law 5072/2023, 18
CSFs are operating in Greek market. The activity of CSFs varies
considerably, with the 3 largest firms having a market stake of
85.9% based on the aggregate amount of loans under management
(i.e. Intrum, Cepal and Dovalue). CSFs managed loan exposures on
behalf of credit acquiring firms (CAFs) and on behalf of financial
institutions (FIs). Table 1 presents CSFs’ aggregate financial data.

At the end of 2023, the total assets and profits of CSFs
decreased compared to previous year and amounted to 1.29
billion euros and 157 million euros respectively. In 2024 both total
assets and profits presented slight reductions.
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In 2023, CSFs’ total exposures under management totaled 88
billion euros, with 79% of those exposures serviced on behalf of
CAFs and the other 21% on behalf of FIs. A large percentage of
the overall exposures under management were non-performing
exposures (84%), with performing exposures comprising a

Table 1: Credit servicing firms’ cumulative data.

smaller portion of the portfolio (16%). No significant changes
are presented in 2024. Between 2021 and 2024 transactions on
the secondary market involved 126 loan portfolios, with a total
receivables value of 9.6 billion euros.

Year 2021 2022 2023 2024
Total exposures under CSFs management (billion euros) 123,4 90,4 88,0 87,4
Non-performing exposures 84% 82% 84% 83%
Performing exposures 16% 18% 16% 17%
Exposures that CSFs managed on behalf of CAFs 69% 74% 79% 82%
Exposures that CSFs managed on behalf of FIs 31% 26% 21% 18%
CSFs total assets (million euros) 1535 1445 1294 1151
CSFs profits (million euros) 165 164 157 134,5
Number of transactions on the secondary market 31 21 31 43
Cumulative value of transactions on the secondary market (million euros) 538 1,530 1,942 5,747
Source: [16-19]
Table 2: Exposures managed by CSFs on behalf of CAFs.
Year 2021 2022 2023 2024
Exposures managed by CSFs on behalf of CAFs (billion euros) 85.6 67.2 69.3 71.6
Non-performing loans 96% 92% 91% 90%
Performing loans 4% 8% 9% 10%
Total 100% 100% 100% 100%
Consumer loans 26% 22% 22% 22%
Residential loans 23% 32% 32% 32%
Business loans 51% 45% 46% 46%
Total 100% 100% 100% 100%
Denounced ex-posures 81% 74.10% 74.50% 75.20%
Exposures that are at least 90 days past due 12% 17% 18.80% 19.40%
Unlikely to pay exposures 7% 8.90% 6.70% 5.40%
Total 100% 100% 100% 100%
Collateral liquidation, repayments and write-offs of exposures that CSFs manage on behalf of CAFs 1.36 3.78 3.02 3.7

Source: [16-19]
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Table 3: Exposures managed by CSFs on behalf of Fls.

Year 2021 2022 2023 2024
Exposures managed by CSFs on behalf of Fis (billion euros) 37,8 23,2 18,7 15,8
Non-performing loans 60% 55% 57% 53%
Performing loans 40% 45% 43% 47%
Total 100% 100% 100% 100%
Consumer loans 15% 10% 24% 9%
Residential loans 38% 41% 30% 46%
Business loans 47% 49,0% 46% 45%
Total 100% 100% 100% 100%
Repayments and collateral liquidation 2.1 1.94 1.76 1.6
Source: [16-19]
Table 4: Total stock of NPLs included in the Hercules and guarantees provided by the Greek State.
Year 2021 2022 2023 2024
Total stock of NPLs included in the Hercules (billion euros) 49.5 43.8 42.8 40.7
Guarantees provided by the Greek government (billion euros) 18.7 17.4 16.5 15.7

Source: [16-19]

Exposures managed by CSFs on behalf of CAFs

Table 2 presents data regarding exposures managed by CSFs
on CAFs’ behalf. At the end of 2023 exposures increased by 2.1
billion euros and stood at 69.3 billion euros. Next year exposures
increased by another 2.3 billion euros and rose to 71.6 billion
euros. The bulk of exposures serviced by CSFs on behalf of CAFs
were shifted to them over the last few years as part of the FIs’ NPL
reduction program.

As figure 3 shows, between 2021 and 2024, the portfolio
of exposures includes mostly business loans, followed by
residential loans and consumer loans ( i.e. 46.10%, 32% and
21.90% respectively in 2024). The exposures that CSFs managed
on behalf of CAFs during the period 2021 to 2024 were of poor
credit quality, with more than 90% classified as non-performing
exposures. The majority of those non-performing exposures are
denounced exposures followed by exposures that are at least 90
days past due and then unlikely to pay exposures. Over the last
four years, repayments, collateral liquidation, and exposure write-
offs cumulated to 11.86 billion euros.

Exposures managed by CSFs on behalf of FIs

Data regarding exposures that CSFs managed on behalf of Fls
are presented in table 3. At the end of 2023 exposures decreased
by 4.5 billion euros to 18.7 billion euros. Next year exposures
decreased by another 2.9 billion euros and formed to 15.8 billion
euros.

As figure 4 shows during the period 2021 to2024 the portfolio
of exposures on behalf of Fis includes mostly business loans

while the participation of consumer loans is smaller compared to
exposures on behalf of CAFs.

By comparing data of table 3 with those of table 2, we observe
that exposures on behalf of Fls are of greater credit quality as
performing loans have higher rates.

Last four years collateral liquidation and repayments of
exposures that CSFs managed on behalf of Fis cumulated to 7.4
billion euros.

Hellenic Asset Protection Scheme (HAPS)

The Hellenic Asset Protection Scheme (HAPS) known as
Hercules was introduced in December 2019 through Greek law
4649/2019 in order Greek banks further reduce the amount of
their NPLs. Under this scheme a special purpose vehicle (SPV)
purchases NPLs from the banks and disposes of senior, mezzanine
and junior notes to third party investors [20]. The Greek
government provides guarantee only for the senior, less risky
notes with minimum credit rating BB-low. In exchange for such
guarantee, the Greek State receives a fee at market terms. The EU
Commission considered Hercules scheme as “free of state aid” as
the guarantee fee was based on market conditions [21-23]. The
first program (Hercules I) was designated to guarantee an amount
up to 12 billion euros for 18 months. In April 2021, Hercules was
extended by 18 months until October 2022 (Hercules II), with a
new guarantee amount up to 12 billion while at December 2023
Hercules was reintroduced till the end of 2024 (Hercules IIT) [20].

Table 4 presents the total volume of FIs’ NPLs included in
the Hercules scheme and the amount of guarantees provided
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by the Greek government at the end of each year. According to  (i.e. Piraeus bank; 6.2 billion euros, Alpha bank; 5.5 billion euros,
Greek Ministry of Finance and [20] the higher amount of state Eurobank 4.0 billion euros and NBG 3.5 billion euros). The
guarantees was 19.2 billion euros. Figure 5 shows the allocation of = reduction of guarantees by an amount of 3.5 billion euros (19.2-

state guarantees among four Greek systemic financial institutions  15.7) is due to the gradual repayment of securitization notes.

s R
300.00
250.00
200.00
150.00
100.00
50.00
0.00
2282283339335 999352332a37338333
T i ﬂn T . 1 f » k & | & 0 ﬁl- i £ [ " i é Il_‘ ) K J ﬂn i} -
5§55 2885555358582 8853553:585%°32
Bconsumer loans  Mresidentialloans  m business loans
Figure 1: Volumes of consumer, residential and business loans for the period 2008 to 2024 in billion euros.
Source: Bank of Greece'.
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Figure 3: Classification of exposures that CSFs managed on behalf of CAFs for the period 2021 to 2024.
Source: [16-19].
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Figure 4: Classification of exposures managed by CSFs on behalf of Fis for the period 2021 to 2024.
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Figure 6: Evolution of NPL ratio for the period 2008 to 2024 in percentage per annum.

By combining the secondary NPL market, securitizations, and
the Hercules Asset Protection Scheme, Greek Fls have significantly
reduced their NPLs. According to data from the Bank of Greece,
the NPL percentage of Greek Fls on a solo basis reached a peak
of 49.1% in the first quarter of 2017. Although a slow decrease
occurred afterwards, it was not until the implementation of HAPS,
at the end of 2019, that the NPL ratio began to fall significantly
[20]. At the beginning of the HAPS the NPL ratio was 40.6% while
the second HAPS started with a ratio of 20.4% (see figure 6). NPL
ratio achieved single digit in the third quarter of 2022. At the end
of 2023 the NPL ratio dopped to 6.7% (gross NPLs of 9.95 billion
euros) and at the end of 2024 at 3.8% (gross NPLs of 5.99 billion
euros) approaching the EU average.

Conclusion

During and after the sovereign debt crisis, Greek banks
operated in a stressed national economy which was in recession
over a long period of time (i.e. from 2010 to 2017). Greek
government needed to implement three fiscal adjustment
programs to avoid exiting the eurozone. The launched of fiscal
austerity measures led to a rather deep recession as GDP dropped
by 25% and unemployment peaked at 25% affecting negatively
the capacity of Greek households and corporations to service their
debt. Consequently, the ratio of non-performing loans to total
gross loans (NPL ratio) of local banks rose significantly.

In order to stabilize local banks and reduce their NPLs ratio
Greek government established an effective secondary NPL market
allowing transactions on non-performing loans either directly
or via securitizations. Also, it introduced the Hellenic Asset
Protection Scheme to grant guarantees only for the senior, less
risky notes of NPL securitizations. By combining the secondary
NPL market, securitizations, and the HAPS, Greek banking system
has significantly reduced its NPL ratio from the highest 49.1% at

the beginning of 2017 to the lowest 3.8% at the end of 2024. The
reduction of NPL ratio to single digit (even more under 4%) boost
banks’ capacity to finance the real economy at more favorable
terms.
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