
 
 

 
 

On the Frontline: Prospects of the Greek Economy 
 
Every CEO and entrepreneur should monitor closely the developments both in global and 
Greek economies since such knowledge facilitates better-informed decision-making. In 
this context, we invited Mr Yannis Stournaras, Governor of the Bank of Greece, for a 
second consecutive year to share his valuable insights during another meaningful "On the 
Frontline" event on the 29th of April in our ClubHouse. 
 

Presentation of current facts and updates 
 
Mr Stournaras started with a brief but compact presentation on the global and Greek 
economies, highlighting key measurable indicators and moderate predictions for the near 
future. Despite the political and economic instability at the international level plus the 
ongoing geopolitical upheavals in the region, the Greek economy continues to grow at 
higher levels than the EU average, constantly decreasing inflation, increasing foreign 
investments, and, through careful and successful planning and implementation of a fiscal 



 
policy, upgrading the country's credit ratings. These rather optimistic facts and 
circumstances, though, should not allow us to let our guard down since both the EU and 
Greece need to address key challenges, including but not limited to bureaucracy and 
several restrictions that ultimately act as heavy "tariffs" on the manufacturing and 
services sectors, the delay in the capital markets unification, the low productivity, the 
talent gap and the ageing demographics. The complete analytical presentation can be 
accessed here. 
 

 
 
 
 
 
 
 
 
 
 

https://www.bankofgreece.gr/enimerosi/grafeio-typoy/anazhthsh-enhmerwsewn/enhmerwseis?announcement=fde3cc65-a813-4a33-832c-cec5f355f239


 
 
 
Discussion 
 

 
 
 
The presentation was followed by a vibrant discussion between Mr Stournaras and the 
participating members, which lasted 1.5 hours and gave the opportunity to all to pose 
their questions and share their thoughts. Mr Stournaras' candid answers, laced with 
examples drawn from history, economics, and even pop culture, allowed for further 
understanding of the details shared in the initial presentation, a comparison with the data 
and predictions shared during last year's event, and meaningful insights, sometimes 
industry-related, and overall relevant to the Greek market and society as a whole. 
 
Some of the points/thoughts raised during the discussion included the following: 
 
 Potential political instability represents the most significant risk to the Greek 

economy. 



 
 The policies announced or implemented by the US government (like tariffs on 

imports or pressure on the independence of the Federal Reserve) have caused 
insecurity and instability in the global markets, the consequences of which are 
already visible in the American economy and the US Dollar. 

 Europe's monetary policy is independent of the US one since it focuses on a 
different market (population-wise, bigger than the American one) and deals with 
different political, geopolitical, economic, or even governance circumstances. 

 The current instability in the US economy has led to a reversal in the flow of global 
capital, which is now searching for more stable markets like the European one. So, 
as a silver lining, the Euro faces an opportunity to strengthen its positioning in the 
international markets, assuming that the necessary structural changes in the 
European market (like banking and capital markets' unification or the abolition of 
internal restrictions that act as tariffs) will be implemented. 

 Financial inclusion for SMEs remains challenging in Greece, especially after the 
decade-long economic depression. As a result, the SMEs (representing a large 
percentage of the local economy) do not have (easy) access to funding through 
banks or RRF. The banking sector insists that funding is open to all companies as 
long as they are "bankable", but it seems that, in reality, lack of resources and even 
knowledge does not allow banks to understand the bankability of the SMEs and 
thus be more open to their needs. During the last few years, the Bank of Greece 
has made a tremendous effort to create an ecosystem of smaller banks that can 
be more flexible to offer significant assistance to SMEs, leading to much-needed 
financial inclusion and further support of the local economies.  

 Although the absorption of the RRF funds is important, what will leave more 
lasting effects on the local economy is the conditionality of the RRF, meaning the 
implementation of the conditions/reforms (including digital economy, green 
energy, reforms in the public sector etc.) necessary to allow for the release of the 
total approved funds. So, even when the RRF funds end, the positive impact on 
the economy and productivity will continue. 



 
 Although the government has achieved a significant primary surplus through its 

fiscal policy and decreased taxation, it does not have the flexibility to respectively 
increase its spending. The areas where the government decides to spend the 
available surplus depend on its political priorities, and the Bank of Greece cannot 
intervene. However, decreasing social security contributions to improve 
productivity and/or revising the tax system (which has remained unchanged for 
far too long) might be beneficial. Additionally, a restructuring of the tax 
exemptions and financial support as part of a government's social policy could 
become more targeted, leading to more meaningful results for both the economy 
and the well-being of the society. 

 The barriers to entry to significant economic sectors should be reviewed since 
they hinder growth and do not support society's needs. 

 Although the ESG agendas have become increasingly important in public 
sentiment, their implementation remains difficult due to their high costs, the 
unwillingness of the governments of major economies like the American and 
Chinese ones to make them a priority, and the resistance of the banking sector to 
add ESG criteria in risk assessment or project funding. This remains a challenge 
with no obvious answer at the moment. 

 Although the increase in the collection of direct taxes could lead to the decrease 
of indirect taxes like VAT, this might not be an optimum solution because the 
Greek GDP depends almost entirely on private and governmental consumption. A 
decrease in VAT would lead to an increase in consumption, which, in turn, would 
increase the current account deficit (due to the respective increase in imports). 

 The recent economic crisis in Greece led to a significant decrease in competition, 
with many companies closing and creating oligopolies in several sectors. As the 
economy improves, competition is expected to improve (though with heavy 
resistance), leading to a healthier market and decreased consumer prices. On the 
other hand, the particularities of the Greek economy (which is very small and thus 
imposes the need for economies of scale) indicate that there is a fine balance to 



 
be achieved regarding the optimum number of companies active in each sector: 
too many companies will decrease the economies of scale, making it meaningless 
financially; too few companies create oligopolies that have a negative impact on 
the economy and society.  

 60% of the foreign investments in Greece are in manufacturing (meaning, they are 
productive investments). 

 Although RRF will soon be over, the EU is finally considering implementing a 
permanent financial tool to support the regional economy. 

 The talent gap remains a key challenge in the Greek economy. A potential solution 
could be restructuring the tax scale, which could increase executives' revenue and 
help Greece attract and/or maintain the needed human talent. 

 Bureaucracy remains one of the biggest obstacles in the Greek economy. Of 
course, processes and procedures are needed. However, rationalizing these 
processes will help decrease bureaucracy and change the mindset that has been 
too used to the present modus operandi. 

 Educating public opinion becomes increasingly necessary so that people vote 
based on knowledge and facts, not emotions, anger, hatred, or misinformation.  

 Legal migration and the increase in the percentage of working women (which 
requires better infrastructure to support the family-related roles that women still 
fill) may offer a solution to the human talent gap and the demographic challenges 
faced today by Europe and Greece. Due to climate change, Greece is expected to 
become a destination for massive migration (for example, from Africa), so we must 
prepare accordingly.  

 Mr Stournaras' three main areas of reform include (a) public sector bureaucracy, 
(b) the justice and judicial system, and (c) the skills upgrade in human talent. 

 The EU is already evolving into an economic and banking union, awakened by the 
challenges in the US economy and the opportunities that arise for Europe. For the 
first time, we seem keen to leave the micro-differences behind and, united, 



 
become stronger. The lack of strong leadership remains a challenge, but there are 
positive developments in the major economies of the Union. 

 Although a large percentage of the Greek population claims that its revenues 
barely match the expenses, there is no safe way to resolve this quickly. The Greek 
economy's growth (higher than the average EU rate) promises that things will 
improve step by step, but it needs patience and solid fiscal policy implementation. 
Any quick-results solution will be short-lived and jeopardize what we have 
achieved. 
 
 

 
 
 


