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balance registered a surplus of €0.45 bn, versus a 2018 Budget (B18) targeted deficit of €0.82 bn for
the respective period. The State Budget Primary Balance recorded a surplus of €2.37 bn compared
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to a Ba8 targeted surplus of €1.10 bn.

e Ordinary net revenue for January — March 2018 amounted to ca €11.10 bn, higher by ca €0.41bn
(3.8%) compared with the respective B18 target and by ca €0.33 bn (3.1%) on an annual basis as a
result of the higher than targeted a) total non-tax revenue by ca €0.49 bn (37.3%) as a result of the
Bank of Greece dividend and b) tax revenue.

e Total tax revenue over-performed by just ca €0.12 bn (1.2%) with respect to the B18 target. Direct
taxes stood at €2.0 bn, in line with the respective B18 targets. Property tax revenue (mainly ENFIA)
increased by ca €0.08 bn (17.9%), compared to the respective B18 target. With regard to indirect
taxation, VAT revenue was at ca €1.5 bn, in line with the respective B18 target., VAT revenue on fuel
(mainly as a result of mild weather conditions) and all other goods decreased by -3.0% and -0.2%,
respectively, compared to their B18 targets. VAT revenue from tobacco increased by ca 0.6%,
compared to its B18 target. Tax refunds rose by ca €0.23 bn (26.6%) relative to the respective B18
target and as a result of the government’s effort to limit its obligations to the private sector.

e Ordinary budget expenditure (Fig.1) for January-March 2018 amounted to ca €11.36 bn, in line with
the respective B18 target and lower compared to the respective 2016 figure by ca €1.06 bn (-8.5%).
Primary spending was in line with the respective B18 at €9.45 bn. Military spending was lower than
the respective B18 target by €0.01 bn (-46.2%).

e Inthe Public Investment Budget (PIB), total revenue for January-March 2018 amounted to ca €1.06
bn, higher by ca €0.53 bn (99.6%) relative to the respective B18 target and higher by €0.41 bn (62.8%)
on an annual basis. PIB total expenditure amounted to ca €0.35 bn, lower compared to the respective
B18 target by ca €0.33 bn (-48.8%) and the respective 2015 reading by ca €0.02 bn (-6.1%).

e According to the Ministry of Finance, total General Government (GG) arrears at the end of March
2018 (including tax arrears of €0.68 bn) stood at €3.41 bn unchanged compared to the previous
month (Fig. 2). Excluding tax arrears, GG arrears increased by €0.11 bn (4.4%) on a monthly basis as
a result of an increase in all the GG arrears items (State Budget, CG extra-budgetary funds, Local
Government, Hospitals) with the exception of Social Security funds arrears that dropped by €0.14 bn
(-9.9%) on a monthly basis.

e  According to ELSTAT/ Eurostat data, the overall GG fiscal balance registered a surplus of €1.45 bn or
0.8% of GDP and the GG primary balance recorded a surplus of €7.08 bn or 4.0% of GDP in ESA 2010
terms. In Third Economic Adjustment Programme terms the 2017 GG primary surplus came in at
4.2% of GDP (Box 1). The 2017 GG gross debt stood at €317.41 bn or 178.6% of GDP.

Key takeaway

The January-March 2018 Adjusted Primary Balance (APB) (Fig. 3) registered a surplus of ca €1.73 bn (1.0%

of GDP), €0.06 bn lower on a monthly basis but significantly above the respective 2018 Budget target of

€1.1 bn (0.6% of GDP). The difference in the APB and the actual primary balance is mainly attributed to:

(i) the higher than budgeted tax returns, clearly a positive signal for the real economy; and (ii) the lower
than budgeted PIB expenditure that might be of a transient nature (otherwise there will be a negative
effect onthe real economy). Note that both the European Commission and the IMF recently lowered their
2018 real GDP forecasts to 1.9% from 2.5% previously (EC, May 2018) and to 2.0% from 2.6% previously
(IMF, April 2018), respectively, while the programme primary surplus target for 2018 remained at 3.5% of
GDP (3.82% of GDP in the 2018 Budget). With regards to the GG arrears, according to the ESM
compliance report (March 2018), their clearance is expected by July 2018. Upcoming developments could
potentially entail a risk not only for the full clearance of arrears but also for the disbursement of the
remaining amount (€1.0 bn) in the context of the 3™ programme review (March 2018).
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Table 1: State Budget Ececution
(€ bn, March 2018)
2018 Budget
March 2017 March 2018 target %YoY Ytarget
Jan 2018
Primary balance 1.07 2.37 1.10 121.1% 115.9%
Fiscal Balance -1.36 0.46 -0.82 -133.4% -155.8%
Ordi Budget Net
rdinary budget e 10.77 11.10 10.69 3.1% 3.8%
Revenue
Revenie before tax 11.72 12.15 1151 3.7% 5.6%
Privatizations revenue 0.06 0.03 0.04 -49.2% -15.8%
Tax refunds 1.01 1.08 0.85 6.4% 26.6%
Ordinary Budget
: 12.42 11.36 11.36 -8.5% 0.0%
Expenditure
Primary Expenditure 9.98 9.45 9.45 -5.4% 0.0%
-Military equipment
procurement payments 0.09 0.06 0.06 -34.9% -11.1%
(cb)*
Guaranties t 0.47 " 0.01 [ 0.01 -98.5% -46.2%
-Guarantiesto bodies
bl 0.47 0.01 0.01 -98.5% -30.0%
-Guarantiesto bodies
e e aa 0.00 0.00 0.00 -100.0% | -100.0%
Debt Assumptions of
General Government 0.19 0.00 0.00 -100.0% -
Bodies
Disbursement fee to
banks, EFSF, and othe 0.00 0.04 0.01 4100.0% 250.0%
government debt
expenses
Public Debt Commission
revenue 0.00 0.00 0.00 - -
Net Interest
Expenditure 2.43 1.91 1.91 -21.5% -0.1%
Public Investment
. 1. . 2.8% 6%
Budget Net Revenue 0.65 06 0.53 62.8% 99.6%
EU Funds 0.58 0.97 0.50 67.8% 93.0%
Own Participation 0.08 0.10 0.03 26.7% 206.5%
Public |
ublic Investment 0.37 0.35 0.68 -4.9% -48.8%
Budget Expenditure
National Contribution 0.07 0.07 0.10 0.0% -31.0%
Cofinanced Projects 0.30 0.28 0.58 -6.1% -51.9%
Source: Ministry of Finance
*cb: cash basis
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Figure 2: GG Total Arrears including Tax Arrears
(€ bn, monthly, 2014-18 (March))
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Figure 3: The Adjusted Primary Balance
(€ bn, monthly, March 2018)
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Source: Ministry of Finance, Eurobank Research

Note:

1. The adjusted primary balance is calculated under the working assumptions that: a) ordinary budget revenue was at its
current level, and b) tax refunds, budget expenditure and PIB revenue and expenditure were at their target levels.

2. 2018 Budget Targets were used for the Budget Execution Primary Balance Target
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Box 1: Details on the EDP deficit and debt figures for 2014-2017
ELSTAT (and Eurostat) announced on April 23 2018 the fiscal data for the 2014-2017 period in the context of
Eurostat’s Excessive Deficit Procedure. According to standard practice, the announcement included the revised
deficit and debt figures for the period 2014-2016 and the first estimate for 2017.

Table B.1: GDP, General Government balance, expenditure, revenue and debt (ESA2010)

2014 2015 2016 2017
Gross Domestic Product (GDP) €bn 178.7 176.3 174.2 177.7
General Government balance (deficit (-) / surplus (+)) €bn -6.5 -10.0 1.1 1.5
%GDP -3.6% -5.7% 0.6% 0.8%
. . 0.6 -3.7 6.7 7.1
General Government primary balance (deficit () / surplus (+)) € bn
%GDP 0.4% -2.1% 3.9% 4.0%
Impact of the support .to ﬁnapcnal |nst|tut|on§ on Gengral €bn 0.1 48 0.4 0.1
Gowvernment deficit (minus sign denotes an increase in the
deficit) %GDP 0.1% -2.7% 0.2% 0.0%
General Government primary balance net of the support to €bn 0.5 11 6.4 7.0
financial institutions (-) / surplus (+) %GDP 0.3% 0.6% 3.6% 4.0%
. €bn 89.8 94.9 86.3 85.3
General Government expenditure
%GDP 50.2% 53.8% 49.5% 48.0%
€bn 83.3 84.9 87.4 86.8
General Government revenue
%GDP 46.6% 48.2% 50.2% 48.8%
319.6 311.7 315.0 317.4
General Government debt €bn
%GDP 178.9% 176.8% 180.8% 178.6%

Source: ELSTAT

The GG primary balance in ESA 2010 terms for 2017 net of the support to financial institutions is expected at 4.0% of
GDP. This figure is significantly higher compared to the respective 2018 Budget figure of 2.6% of GDP. For the
calculation of the primary balance in Third Economic Adjustment Programme terms additional adjustments are
needed. Namely, and based on Ministry of Finance data, from the GG balance in ESA2010 terms (€7.1 bn) we have to
subtract the (one-off) revenues from the bank recapitalization (€0.17 bn), the privatization programme (0.01 bn),
the ECB’'s SMP &ANFA programme (€0.35 bn), and add the (one-off) expenditure for the refugee crisis (€0.08 bn)
and the tax refunds above the level included in the 2018 Budget for 2017 (€0.89 bn). In other words, the GG primary
balance in Third Economic Adjustment Programme terms is: 7.1-0.17-0.01-0.35+0.08+0.89=7.53. The primary
balance inin Third Economic Adjustment Programme terms is at ca 4.2% of GDP. This figure is significantly higher
compared to the respective 2018 Budget figure (2.44% of GDP) but also from the respective IMF figure 3.8% of GDP
(WEO, April 2018) and the Third Economic Adjustment Programme Target of 1.75% of GDP. According to the Third
Economic Adjustment Programme there is no relation between the primary balance over-performance for the years
2016, 2017 and 2018 (expected) and the implementation of the measures agreed in the context of the 2™ review of
the Third Economic Adjustment Programme for 2019 (pension cuts, 1.0% of GDP) and 2020 (abolishment of the tax
threshold, 1.0% of GDP) and aim at net savinas of 2.0% of GDP.
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