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 MARKET FOCUS REPORT – STRUCTURED FINANCE 2 MARCH 2021 

ARC PROVIDES HIGHLIGHTS FROM IMN’S VIRTUAL CONFERENCE ON 

GREEK NON-PERFORMING LOANS 

Lisbon, 2 March 2021 – IMN hosted a Virtual Investors’ Conference on Greek non-performing loans (NPLs) on 

Wednesday February the 24th 2021, attracting several representatives from different institutions, including credit 

rating agencies, regulatory authorities, servicers, investors, banks and law firms. 

The topics focussed mostly on the latest trends and developments characterizing the Greek NPL market from 

different angles, including political, sell and buy sides. 

After years of financial stress, Greece was showing positive signs of recovery both economically and socially. The 

onset of COVID-19 however, substantially changed the country’s momentum, having a significant impact on health 

and the economy as a whole which is expected to have contracted by 10% in 2020 and only recover to pre-COVID 

levels by 2022. There is general consensus, however, that this year economic recovery will be supported largely by 

both the anti-Covid ECB economic stimulus package which provides the Greek financial system with an adequate 

level of cash liquidity and a forecasted increase in the internal/external demands of goods and services which are 

expected to drive Greek GDP growth up to circa 5%. 

During the conference, it was highlighted that one of the challenges the Greek government is to expect over the 

next few months is represented by the choice of the most appropriate measures to adopt to sustain the country’s 

economic recovery. While it is necessary to keep in place temporary financial supportive measures to prevent 

borrowers defaulting, a plausible scenario as loans head towards the end of moratoria/forbearance measures, local 

authorities will have to put in place ambitious reforms with the goal of helping the country overcome its historical 

structural inefficiencies. 

Greece’s NPL ratio has been markedly higher than the European average over the last few years. Despite the 

reduction of NPLs by approximately 59 billion euros from a peak of 106 billion euros in March 2016, the banking 

system’s overall NPL ratio of 36% at the of September 2020 remains far above the euro zone average of 2.9%. As 

discussed throughout the panels, there is agreement that some of the systemic solutions so far identified will help 

the Greek banks to reduce their high stock of non-performing exposures (NPEs), and those include the Hercules 

Scheme, the creation of a national Bad Bank and a reform of the Insolvency Law, in line with European guidelines. 

The Hercules asset protection scheme (HAPS) was put in place in late 2019 to help the country’s banks offload up 

to 30 billion euros of bad loans. Similar to Italy’s GACS model, the government can guarantee the senior tranche 

of a NPL securitisation provided the minimum rating assigned by at least one rating agency is ‘BB-‘ (BBB in the case 

of GACS). Additionally, the transaction has to meet the conditions for a significant risk transfer and accounting 
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derecognition – and that envisages the issuance of at least a junior note which will be partially sold to the market 

at a positive value – as well as the condition that an independent third-party servicer to manage the underlying 

portfolio of assets is appointed. There is no size limit for the securitisation, the priority of payments is pre-set by 

the scheme and the HAPS envisages the presence of an interest rate hedge on the coupon of the notes. Finally, 

the state guarantee gives the senior notes a zero risk-weighting and, the Greek government is seeking an 18 months 

extension of the scheme to October 2022, from April this year. 

During the IMN event, several of the panellists indicated that the assessment of all the pro/cons of the 

implementation of a national Bad Bank is still in progress. ARC supports the creation of the Bad Bank as a tool 

capable of fostering further disposal of NPL portfolios as well as expediting the sale of “second-hand” NPL assets, 

which are not typically in high demand and would, therefore, be sold at a lower price resulting in higher losses for 

the Greek banks. Moreover, ARC also supports a reform of the current Greek insolvency law, noting that some of 

the benefits include shortening the legal proceedings and identifying and managing fraudulent bankruptcy in a 

timely manner. 

COVID-19 has further amplified some of the historical issues characterizing the Greek servicing market, including a 

lack of capability due to low levels of competition nationwide as well as the occasional unavailability of updated 

data in a digital format, which might slow down any due diligence process due to obsolete information. In order to 

cope with the high volume of NPLs, ARC considers as a strength the fact that more servicers have been licensed to 

operate in Greece, increasing the number to 25 from 3, with the latter belonging to the largest Greek banks. 

The Greek NPL market has been affected by the magnitude of the economic decline that the pandemic has caused 

in the EU. Due to COVID-19, expectations for the last quarter of 2020 and throughout 2021 are that a new wave of 

NPLs is almost certain to hit the Greek financial system, partially offsetting the achievements made to reduce the 

banks’ NPL ratio over the last few years. There is general consensus, however, that the evolution of the virus and 

the authorities’ response to it will be key factors in reducing the high stock of NPE, apart from the immediate task 

of supporting the population and the economy through this challenging environment.
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Note that ARC Ratings is not a legal, tax or financial adviser, and only provides a credit opinion of the rated securities. For example, a 
rating does not cover a potential change in laws nor can it be regarded as an audit. Moreover, ARC Ratings is not a party to the transaction 
documents. Users of our credit ratings should familiarise themselves with the transaction documents/mechanics and should form their 
own views in this respect. They should not rely on ARC Ratings for legal, tax or financial advice, and are encouraged to contact the 
relevant advisers. 
 

 

ARC Ratings is registered as a Credit Rating Agency with the European Securities and Markets Authority (ESMA), within the 
scope of the Regulation (EC) Nº 1060/2009 of the European Parliament and of the Council, of 16 September, and recognised as 
External Credit Assessment Institution (ECAI). 

ARC Ratings (UK) Limited is registered as a Credit Rating Agency (CRA) by the UK Financial Conduct Authority (FCA), within the 
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