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Greece’s recovery: impressive, but incomplete

16 June 2026

Greece’s economic recovery following the painful austerity measures
implemented in the aftermath of the sovereign debt crisis represents a
remarkable success. Nonetheless, limited progress in income convergence
suggests that the transition to a sustainable growth model remains
incomplete. Improving the quality of investment and its contribution to
productivity is key to placing growth on a firmer footing.

1. Impressive rebound: Greece’s post-bailout economic performance has been striking. The country has
recorded GDP growth that has consistently outpaced the eurozone average. Boosted by the EU's Recovery
and Resilience Facility (RRF), investment as a share of GDP has rebounded vigorously, returning to levels
not seen since before the global financial crisis.

2. Growth without convergence: The GDP rebound has however its limits. Progress in closing the gap in GDP
per capita with the European average has been limited, despite strong headline growth. While investment
has increased, it remains too weak to lift the country’s capital stock or deliver the productivity gains needed
to sustain medium-term GDP growth.

3. Unfinished business: The underlying challenge is incomplete structural adjustment, as a number of
reforms set out in the Recovery and Resilience Plan remain only partially implemented. Investment is still
heavily concentrated in labour-intensive sectors that deliver limited capital deepening, while barriers to
efficient resource reallocation persist. Without deeper reforms to improve the quality and composition of
investment, Greece’s transition to a sustainable, productivity-driven growth model will remain constrained.
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Strong GDP growth recovery...

Since exiting the bailout program in the second half of 2018, Greece has staged a striking recovery, lending support
to Brussels’ narrative that the adjustment programme was a success. The country has steadily outperformed the
eurozone in terms of GDP growth, aside from the disruption caused by the COVID-19 crisis. On a cumulative basis,
Greek GDP has increased by about 15% in volume terms since 2H18, broadly in line with Portugal and Spain. This
compares with growth of about 9.5% for the eurozone.

CHART 1: SOLID OUTPERFORMANCE
(CUMULATIVE GDP GROWTH SINCE 3Q18)
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Growth momentum has been driven by a recovery in investment spending, which fell by more than two-thirds in real
terms from peak to trough in the wake of the global financial crisis and the subsequent sovereign debt crisis. Since
2021, momentum has been strong, supported by substantial financing under the RRF, of which Greece is the largest
beneficiary in relative terms, lifting the investment-to-GDP ratio (in real terms) to an estimated 17.4% in 2025, its
highest level since 2009.

CHART 2: INVESTMENT DRIVING GROWTH
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Importantly, the recovery in investment has been broad-based across categories, extending beyond dwellings — which
attracted the bulk of investment before the sovereign crisis — with also healthy growth in machinery equipment and
intellectual property.

CHART 3: BROAD-BASED INVESTMENT RECOVERY
(GROSS FIXED INVESTMENT, CUMULATIVE SINCE 3Q18, VOLUMES, EUR BN)
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Having already returned to its 2008 level by 2014, private consumption has remained remarkably resilient since
2018, making a strong contribution to GDP growth. On average, it expanded by 2.5% per year, supported by rising
real disposable income and strengthening employment.

Similarly, Greek exports have recorded a solid pace of expansion. While tourism and transport services have remained
key pillars, goods exports have made an increasingly important contribution to GDP growth, now broadly matching
that of services and pointing to a gradual reorientation of exports towards a more outward-looking and diversified
production structure. However, the contribution from exports has been more than offset by that of robust imports,
largely driven by strong investment demand, resulting in a generally negative contribution of net exports to GDP.

Strong economic growth, combined with prudent management of public finances and the continued implementation
of structural reforms aimed at improving the business climate and attracting foreign investment, helped Greece
redain investment-grade status in 2023. This, in turn, has further supported investor confidence, contributing to
firmer equity valuations and a sustained narrowing of sovereign spreads, with ten-year Greek government bond yields
averaging around 100bp over Bunds since March 2023.
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CHART 4: THE REMARKABLE RECOVERY OF GREEK MARKETS
(INDEX LEVEL, BP)
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Source: Bloomberg, The Investment Institute by UniCredit

..but limited prodress in income convergence

Notwithstanding robust GDP growth, Greece’s GDP per capita remains 25% below its 2009 peak — and converdence
with the European average has been limited in recent years.

CHART 5: STILL LAGGING BEHIND
GROSS NATIONAL INCOME (GNI) PER CAPITA, PPS (EUR27=100)
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To better understand the drivers of this weak performance, we examine GDP per capita through its main components,
namely labour utilisation, defined as the ratio of employment to total population, and labour productivity. The latter can
be further broken down into capital deepening (growth in capital per worker) and total factor productivity (TFP). This
analysis suggests that the subdued growth in GDP per capita is primarily attributable to weak productivity performance.

Since 2019, labour utilisation has strengthened through increases in both employment and participation rates, even
as the share of the working-age population has been declining. At the same time, investment has mainly delivered
efficiency gains, reflected in modest improverments in TFP, but has not been sufficient to raise capital per worker. As a

result, capital deepening has remained nedative (as in the previous five-year period), offsetting the mildly positive
contribution from TFP and leaving labour productivity growth broadly stagnant.
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CHART 6: DECOMPOSITION OF GDP PER CAPITA GROWTH
AVERAGE ANNUAL GROWTH RATES (%)
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Structural gaps persist

Drawing on the literature on labour productivity and its determinants, several factors can be identified to explain the
subdued labour productivity performance, particularly in relation to weak capital deepeningd. These are discussed below.

The sectoral allocation of investment: investment has been concentrated in relatively labour-intensive activities
such as real estate and tourism-related activities, while investment in manufacturing and other higher-productivity,
tradable sectors has remained comparatively limited. The resulting boost to employment growth has mechanically
diluted capital per worker, constraining capital deepening and, in turn, productivity growth. Consider a hotel boom:
hiring more staff may lift employment, but without upgrading equipment or technology, each worker becomes less
productive.

CHART 7: INVESTMENT REMAINS CONCENTRATED IN LOWER-PRODUCTIVITY SECTORS
(GFCF BY SECTOR, % OF GDP)
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Prioritisation of replacement investment: Greek firms have consistently prioritised the replacement of existing
machinery and equipment over capacity expansion, according to evidence from successive rounds of the EIB
Investment Survey. In 2025, the share of firms reporting investment aimed at replacing obsolete equipment was
more than double that of firms investing to expand capacity (@around 50% versus 24%). While these figures are
broadly in line with the euro area average, they appear insufficient for an economy where the capital stock remains
among the lowest in the euro area, thereby limiting the scope for capital deepening and sustained productivity dains.

Firm size: Access to finance for Greek SMEs has improved in recent years, supported by the recovery of the banking
sector, policy measures and EU initiatives. Nonetheless, the relatively small size of Greek firms — reflecting a higher
share of employment in micro-firms (fewer than 10 employees) than in the euro area — continues to weigh on
investment and productivity. This fragmentation, in turn, gives rise to persistent constraints on access to finance, as
smaller firms typically have limited collateral, weaker balance sheets and face higher borrowing costs, ultimately
constraining their ability to scale up investment, expand capacity and contribute to capital deepening.

Weak capital reallocation amid impaired credit: The clean-up of bank balance sheets has improved financial
stability and lending capacity but has not fully translated into an efficient reallocation of capital across firms. Many
low-productivity firms that would likely have left the market in a more efficient financial environment have continued
to operate, often supported by loan restructuring, maturity extensions or forms of forbearance, including outside the
core banking system. These firms tend to absorb labour and capital that could otherwise be reallocated to more
productive uses, thereby reducing competitive pressures and discouraging innovation. As a result, even as headline
investment and employment recover, agdgredate productivity growth remains subdued, reflecting weak creative
destruction and limited reallocation. This explains why the improvement in financial conditions has so far yielded
modest efficiency gains rather than a stronger expansion of productive capital and sustained capital deepening. The
experience of struggling firms kept afloat by successive loan extensions is emblematic: rather than exiting and
freeing resources, they continue operating with minimal investment and stagnant productivity — effectively crowding
out more dynamic enterprises.

Completing the reform agenda

In light of these factors, subdued capital deepening suggests that, despite substantial progress, Greece has vyet to
complete the structural transition needed to durably accelerate its converdence with European income levels.
Closing this gap will require sustaining reform momentum beyond the RRF to improve the quality of the institutional
and judicial framework, which can materially influence both the composition and pace of investment.

Success hinges on strengthening institutional quality in key areas such as property-rights protection, contract
enforcement and labour-market regulation. Such measures would ease adjustment frictions during firm restructuring
or exit, facilitate labour reallocation across companies and create more symmetric adjustment between labour and
capital. Further efforts to accelerate court procedures, building on the recent bankruptcy framework and the 2024
judicial reform, would speed up the resolution of non-performing assets and promote more efficient resource
allocation. Lowering barriers to innovation and entrepreneurial risk-taking, while encouraging a more dynamic shift
of resources — especially towards higher-technology sectors — would be essential to fostering higher-quality
investment and, ultimately, more sustainable and inclusive growth.

These reforms are becoming ever more pressing. With an ageing population and a shrinking share of working-age
people, Greece will depend on stronger productivity growth to sustain income convergence in the long term.
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Ledgal Notices

Glossary

Terms used in the report are available on our website: Our glossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the deneral public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to chande at any time after publication, on the completeness, corre ctness and
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchange rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not quarantee a profit or protect against a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damades that may arise to anyone from the use of this
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imadges, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not

allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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