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The last of these packages (€30bn) remains unutilized in its entirety.
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This line of reasoning applies to both business investment and consumer spending decisions on durables and housing.
For a comprehensive review of recent research on the interest rate channel of monetary policy transmission see e.g. Taylor (1995).
For more analysis on how the exchange rate channel of monetary policy transmission operates see e.g. Bryan, Hoper and Mann (1993).
See Tobin (1969).
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See e.g. Modigliani (1971).
For comprehensive surveys of the credit channel literature see e.g. Bernanke and Gertler (1995), Cecchetti (1995) and Hubbard (1995).
Among others, Miron, Romer and Weil (1994) and Oliner and Rudebusch (1996) provide empirical evidence supporting the view that the lending 

channel has, at best, an ambiguous impact on the real economy.
By the end of 2007, bank loans to the private sector amounted to ca 148% of GDP in the euro area, compared to 63% of GDP in the US – see ECB 

(2008). As noted in L. Cappiello et al. (2010), the aforementioned trends may abstract from the fact that in the US a large part of financial 
intermediation is not registered on the balance sheet of commercial banks. This is illustrated by, among others, the major role played by the 
Government-Sponsored Agencies in the U.S. mortgage financing and the much larger volume of off-balance sheet funding by U.S. banks. For 
instance, by end-2007, the total amount of quoted equity and debt securities issued in the U.S. amounted to 312% of GDP compared to only 166% of 
GDP in the euro area – see also ECB (2009).

For a comprehensive analysis of the role of asymmetric information in exacerbating financial crises see Mishkin (1991, 1994 and 1996) and 
Bernanke (1983).
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For instance, the the Libor-OIS spreads in the inter-bank money market reached historical peaks following the collapse of U.S. investment bank 

Lehman Brothers in September 2008. 
Fisher (1933) and Mishkin (1978). 
Mishkin (1991) documents that most financial crises in the U.S. have began with a sharp increase in interest rates, a collapse in stock prices and a 

sharp rise in uncertainty after the start of a recession. As a result of the ensuing deterioration in business conditions and uncertainty about their 
banks’ health, depositors then began to withdraw their funds from the banks, leading to bank failures and panics.  

“Financial crises and bank funding: recent experience in the euro area” BIS Working Papers No 406, March 2013.
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Here, the term systemically-important bank refers to: Piraeus Bank, Eurobank Alpha Bank and National Bank of Greece.
At the end of 2011, total bank lending to Greece’s (non-financial) private sector stood at slightly less than 125%-of-GDP, pretty close to the 

corresponding EU average. Furthermore, the share of consumer loans to total private-sector bank loans was around 13%
For instance, note the following NY Times report of March 19, 2012, quoting a number of BlackRock managers who have been engaged in a 

diagnostic exercise of Greek bank loan portfolios commissioned by the Bank of Greece to help determine the recapitalization needs of the domestic 
banking system: “Jessica Tan and Charles Hatami, two of BlackRock’s day-to-day managers in Greece, said that they were surprised by both the quality 
of the data and the results. Most institutions, they said, did not lend recklessly, as the United States banks did during the real estate boom” and “The 
consumer lending market is relatively new in Greece, and they were disciplined in their approach,” Mr. Phillips of BlackRock said. “Unlike other countries, 
the Greek consumer is not debt laden.”
http://dealbook.nytimes.com/2012/03/19/in-greek-crisis-a-little-known-adviser-with-outsize-influence/

The last of these support packages (€30bn) was utilized by Greek banks only partially. Furthermore, the banks that made use of the package (for a 
total amount of ca15bn) to secure liquidity from the Eurosystem (via Bank of Greece’s ELA facility) did not roll-over corresponding maturities of 
short-term bonds coming due in late 2012/early 2013. As a result, the said package remains at this point unutilized.  As regards the 2nd and 3rd of the 
aforementioned support packages (total size of €40bn), Greek banks that made use of these packages are expected to only partially roll-over 
corresponding corporate bond maturities coming due in the coming 12-15 months. 
19 For a comprehensive analysis of the structure and modalities of the Greek bank recapitalization programme see e.g. Greece Macro Monitor, “Greek 
banking sector recapitalization and restructuring Program modalities, progress already made and next steps”, Eurobank Research, Jan. 25, 2013.  
20 As per Bank of Greece’s “Report on the Recapitalisation and Restructuring of the Greek Banking Sector” published in December 2012, the capital 
needs for the four biggest domestic lenders were estimated at €27.5bn with the following allocation: National Bank of Greece:  9,756mn; Eurobank: 
€5,839mn; Alfa Bank: €4,571mn; and Piraeus Bank: €7,335mn.

http://dealbook.nytimes.com/2012/03/19/in-greek-crisis-a-little-known-adviser-with-outsize-influence/
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As per the latest EU Commission report on Greece (July 2013), NPLs in Q1 2013 reached €63.6bn or 29% of total bank loans, up from 24.2% at end-

2012 with 60% of them attributed to the corporate sector.
In the 2-week period leading to the June 2012 election, some €15bn of deposits left the domestic banking system.
Industry-wide NPLs in the Greek banking system stood at c. 29% in March 2013 compared to 7.7% at the end of 2009.
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24 According to BoG data, between July 2012 and February 2013 around €10bn in the form of banknotes were deposited in the domestic banking 

system, while repatriated household and corporate deposits via foreign financial institutions reached €3.7bn.  
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2006 2007 2008 2009 2010 2011 2012 Jan-Oct 2013

Agriculture 4.1% 6.7% 16.7% 2.8% -48.0% -2.5% -29.7% 13.1%

Manufacturing, Mining and Quarrying 8.8% 10.1% 15.8% -8.4% 6.5% -3.6% -5.3% -3.8%

Electricity, Gas and Water Supply 5.8% 43.5% 30.2% 14.3% 28.2% 15.0% 2.2% -5.3%

Construction 26.8% 28.2% 35.2% 1.6% -1.0% -6.8% -2.5% 4.3%

Trade 11.2% 16.7% 19.2% 1.6% -24.4% -2.6% -10.2% -5.0%

Accommodation and food service 

activities (Tourism)
10.4% 22.6% 19.5% 4.6% 0.0% -1.7% 3.8% 3.2%

Shipping 8.3% 21.8% 23.2% -1.9% 74.4% 2.9% -30.9% 0.4%

Real estate activities 28.6% 0.6% -5.3%

Professional, scientific, technical, 

administrative and support activiies
0.7% -22.1% -2.1%

Other 26.8% 23.9% 23.7% 6.9% -56.0% -29.7% -10.9% -8.0%
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 IMF Country Report No. 13/155, “Greece Selected Issues”, June 2013. 
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See relevant press released published recently by the Hellenic Financial Stability Fund (HFSF)

http://www.hfsf.gr/files/press_release_20131114_en.pdf 

Eurobank Global Markets Research “Greece Macro Monitor – Foreign Direct Investment in Greece: Recent Trends & Outlook”, 23 September 2013.

http://www.hfsf.gr/files/press_release_20131114_en.pdf
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Average costs of deposits is currently around Euribor + 250bps.
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For a panel study on the banking lending channel in the euro area utilizing the Driscoll (2004) model see L. Cappiello et al. (2010)
For earlier contributions utilizing the SVAR model see e.g. Cottarelli and Kourelis (1994), Borio and Firtz (1995), Mojon (2005) and Donnay and 

Degryse (2001).
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For a more thorough discussion of the problem of potential simultaneity arising in this particular setting see e.g. Donnay and Degryse (2001).
For the rest of the euro area economies i.e., Estonia, Luxembourg, Malta, Slovenia and Slovakia there are no adequately-long time series for the 

variables included in our panel study and thus, we exclude them from our analysis. 
The time period examined in our study is after all of the countries included herein have joined the euro area. This broadly prevents our results from 

being biased by any structural breaks in the estimated empirical relationships due to euro adoption.  
For the period after-Q4 2007, M2 and M3 data for Cyprus constitute authors’ estimates, as the Central Bank of Cyprus discontinued publishing 

statistics for the monetary aggregates following the country’s entry into the euro area (January 2008).   
In line with Demetriades and Hussein (1996) and others, we subtract money in circulation from both monetary aggregates M2 and M3. The reason 

is to get a more relevant measure of financial debt (and banks’ deposit liabilities), especially because, in some cases, M2 and M3 may contain a 
relatively large portion of currency outside banks and thus, a change in any of these aggregates may in fact reflect the level of monetization of the 
economy.   
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With the exception of Spain, all of these economies are currently under a formal stabilization progarmme agreed with the EC/ECB/IMF troika of 

official lenders.  
37 Cointegration tests conducted with the baseline specification show that there are multiple cointegrating vectors. Given the size of the sample that 

we have available we treat the issue of cointegration with some caution and, because of the above multiplicity, we do not impose the cointegrating 

restrictions during estimation. Our results below, that is the estimated impulse responses, are robust to this approach and do not change either 

quantitatively or qualitatively by using the unrestricted VAR without cointegration. The validity of our approach is further enhanced by the analysis 

we have conducted in first differences, where we found the same shape of the (cumulative) impulse responses as the unrestricted levels VAR model.  
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2-variable SVAR includes EONIA and IRHM as endogenous variables and the crisis dummy, D08, as exogenous.
This was actually among the highest estimated pass-through rates in the euro area.
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ӓ

http://www.eco.uc3m.es/~desmet/papers/monedaycredito.pdf
http://ideas.repec.org/s/eee/moneco.html
http://ssrn.com/abstract=2269676
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Issuer Sector
Credit Rating 

(Moody's / S&P)
Maturity

Coupon 

(%)

Indicative Offer 

Price

Yield to Maturity 

(%)

Yield to Maturity

 as of their 

original Issue 

Date (%)

Issue Date
Issue 

Price

OTE PLC Telecommunications B2 / BB- 4/8/2014 7.25 102.143 0.527 7.43 4/8/2012 99.674

OTE PLC Telecommunications B2 / BB- 2/12/2015 7.25 105.831 2.14 6.52 2/12/2008 99.705

OTE PLC Telecommunications B2 / BB- 5/20/2016 4.625 103.506 3.101 4.74 11/21/2006 99.2

OTE PLC Telecommunications B2 / BB- 2/7/2018 7.875 113.622 4.261 8 2/7/2013 99.493

TITAN GLOBAL FINANCE PLC Building Materials #N/A N/A / BB- /*+ 1/19/2017 8.75 112.933 4.255 8.75 12/19/2012 100

HELLENIC PETROLEUM FINAN Oil&Gas #N/A N/A /    5/10/2017 8 106.989 5.714 8 5/10/2013 100

FRIGOGLASS FINANCE BV Machinery-Diversified B1 / BB- 5/15/2018 8.25 104.964 6.926 8.25 5/20/2013 100

INTRALOT FINANCE LUXEMBU Entertainment B1 / B+ 8/15/2018 9.75 109.731 7.253 10 8/8/2013 99.027

SB MINERALS FINANCE/SB I Mining (P)B3 / B+ 8/15/2020 9.25 109.072 7.494 9.25 8/8/2013 100



 

 

 

24 

                                                           
For a panel study on the banking lending channel in the euro area utilizing the Driscoll (2004) model see L. Cappiello et al. (2010)
One can think of this framework as representing the euro area economy and its Member States. 
In the euro area banking sector balance sheet, private, non-financial sector deposits constitute around one-third of total MFI liabilities and thus, 

they represent the most important source of bank founding.
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For the more detailed  analysis on how to tackle the endogeneity issue in the model above, see Driscoll (2004)
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