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GREECOVERY: ANOTHER SIGN OF HOPE 

Berenberg Macro Flash 

 
The worst is over for Greece. Its economy seems to be on the verge of a meaningful recovery. With unemployment start-

ing to fall and taxes no longer rising, even households can now afford to spend a little more. As long as the political situa-

tion remains stable, which we expect to be the case, Greece can join the other erstwhile euro crisis countries on the road 

back to economic growth and health. 

 

In Q1, Greek GDP still contracted 0.9% yoy. But in its more detailed data release today, the Greek statistics office Elstat 

revised up its initial estimate from -1.1% yoy. This is the least bad result for Greece since the Lehman crisis erupted in Q3 

2008.  

 

More importantly, the details show a 0.7% yoy gain in real private consumption, the first such rise since Q3 2008. The 

small increase still leaves consumption 24% below its pre-crisis peak. Government consumption also advanced 1.2% yoy 

in Q1. For comparison: in Q3 2012, government consumption fell 17.4% yoy. The overall drop in real government con-

sumption since mid-2008 adds up to some 25%. After excessive government spending before the crisis, Greece has gone 

through one of the most dramatic corrections in government spending ever in a developed economy in peace time. Having 

achieved a primary surplus in 2013 in the wake of a deep recession, Greece no longer needs serious additional austerity. 

After the pain, it is now time for a gain as the tough measures of previous years bear fruit.  

 

As export growth (+5.4% yoy) outpaced imports (+2.2%) in early 2014, net exports made a mild positive contribution to 

growth. Investment continued to contract at a -7.9% yoy rate. But relative to the dismal –13% average for 2013, even that 

is now much less bad. 

 

Leading indicators have pointed to some firming of Greek demand for a while. The major reason why the Greek economy 

still contracted yoy in early 2014 was that companies drew down inventories to meet demand. Without this inventory cor-

rection, Greek GDP in Q1 would have risen 0.4% above its year-ago level. Once inventories have corrected, rising demand 

will show up in rising GDP as well. 

 

Leading indicators certainly project a significant improvement to come for Greece. The chart below shows the spectacular 

rebound in Greek economic sentiment. After a pause in the second half of 2013, sentiment has surged again in the last three 

months. At 99.1 in May, sentiment is only marginally below its long-term average of 100. Greece is no longer far behind the 

Eurozone average. 
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Chart 1: Economic sentiment in Greece and the Eurozone 

 
100 = long-run average. Source: EU Commission survey 

 
 

This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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