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Ladies and Gentlemen,

The Bank's gross earnings in 1982 after deduction of debit interest and relevant
taxes, totalled Drs. 31,491.6 million compared with Drs. 25,105.3m in 1981.
There was therefore an increase of Drs. 6,386.3 million or 25.4% over the previous
year. On the other hand, total expenditure amounted to Drs. 27,831 million in
1982 against Drs. 22,007.4m in 1981, that is an increase of Drs. 5,823.6m or
26.5% (including also the increase in depreciation and provisions by Drs.
1,079.1m). More specifically, payroll expenses, including fees paid to third parties
and contributions to the staff's insurance funds, rose by 30.1% against 1981 and
represents 54.0% of total expenses in 1982. This development is due to the overall
rise of staff remunerations, as a result of the implementation of the new payroll
system which had been one of the claims supported by all bank employees, and on
account of automatic wage indexation extended to all employees by decision of
the Government.

General expenses rose by 10.4%, despite the rise in prices, the Bank’s moderniza-
tion drive and the expansion of its activity (1981: 37.1%). It must be pointed out
that in 1982 there was once more a large increase (1982: 19.5%, 1981: 20.7%,
1980: 19.0%) in the expenditure of the Bank due to its contributions to the sub-
sidization funds (for exports and under Law 128/75). Finally, the amount of Drs.
3,808.6 million retained on the provision account for bad and doubtful debts is
the highest permitted by the respective law (i.e. 1% of the annual average amount
of lendings).

After deduction of depreciation and provisions, totalling Drs. 4,573.7 million, and a
difference of Drs. 763.4m due mainly to the sale of a building to the State below
its book value and after the transfer of a sum of Drs. 314.6 million to the special
reserve account under E.L. 148/67, net profits for the year 1982 amounted to Drs.
2,582.6 million, that is a decrease of 15.1% compared with the corresponding
profits for 1981, which had reached Drs. 3,042.6 million. The total amount dis-
posable for distribution, including the balance of Drs. 8.9 million brought forward
from last year, i.e. Drs. 2,5691.5 million we propose to allocate as follows in accor-
dance with the Bank’s Articles of Association: Drs. 1,178.2 million as first dividend
to Shareholders and Drs. 1,003.6 million as second dividend, that is a total of Drs.
2,181.8m representing 84.5% of net profits for the year. Finally, it is also proposed
to allocate Drs. 390 million for increasing the Bank’s reserves and provision for in-
come tax, Drs. 3.8 million as fees to members of the Board of Directors and the
balance of Drs. 15.9 million to be carried forward.

The amount of the dividend distributed for 1982 totals Drs. 2,181.8 million com-
pared with Drs. 2,685.3m for 1981. The dividend for 1982 would, in fact, have
been larger by at least Drs. 700 million and would have exceeded that of 1981, if it
had not been for a book loss of Drs. 800 million realized as a result of the sale to
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the State of a building located in Athens, at 15 V. Sofias Avenue at a price below
its value as listed in the Bank’s books on the date that the above sale was finalized.

More specifically, on 4 August 1981 the Bank sold by contract the building in
question to the Government for 435 million drachmas. The transaction and the
transfer of the registration of the property were to be completed after the
legislative ratification of the contract, until which date the property would continue
to belong to the Bank. It should be noted that the value of the building on the
Bank's books, on the day the contract was signed, amounted to 351.5 million
drachmas.

The aforementioned contract was ratified on 4 June 1982, but two months earlier,
on 5 April 1982, Law 1249/82 had been published, compelling business firms to
readjust the book value of real estate which was owned by them up to 5 April
1982. In consequence, the Bank was obliged to readjust the book value of the
building on the basis of the conventional rates of Law 1249/82, with the result
that its book value rose to 1,242.9 million drachmas. Thus, when the original con-
tract was ratified by law and the purchase of the property completed, there arose a
book loss of 807.9 million drachmas, which had to be recorded in the results of the
year 1982.

It must be stressed that had the contract been ratified before the enaction of Law
1249/82, the profits of 1982 would, of course, have been 800 million drachmas
more, but the Bank's share capital would have been less by the same amount since
the plus value of the building, as determined on the basis of the rates fixed by Law
1249/82, would not have increased the share capital correspondingly. Therefore,
what matters to the Bank and its shareholders is not the ratification date of the
sales contract, but whether the price for the sale agreed on 4 August 1981 was
reasonable. On the basis of the available data, it would seem that the price was in-
deed reasonable.

It follows from the above that if the book entries concerning the property’s sale to
the Government had not occurred in the meantime, the Bank’s net profits would
have amounted to 3,391 million drachmas, and therefore would have been 11.4%
higher than in 1981. In such a case, the dividend to be distributed would have
been commensurate.

The 1982 dividend per share is 500 drachmas as against 800 drachmas for 1981.
If one takes into account, however, that in 1982 some 1,000,000 more shares are
recewmg a dividend, because of the bonus issue imposed by law, then the 1982
dividend, which should be compared with the 800 drachmas dividend of 1981,
amounts to 650 drachmas per share.

The prices of bank and industrial shares on the Athens Stock Exchange recorded a
further decline in 1982, which appears even larger because of their increased
number, following the bonus issue due to the readjustment of the value of their

8



fixed assets by the respective enterprises under Law 1249/82. |t is only natural
that the two main features of the present economic situation, sluggish investments
and high interest rates, should have a negative impact on the Stock Exchange,
which, in any case, is characterized by serious structural deficiencies.

All the same, we are obliged to observe that share prices, and particularly the price
of the National Bank's share, are today at unjustifiably low levels. More
specifically, it would seem that the current share price of our Bank, apart from the
value of its most extensive banking potential, does not even reflect its vast assets
both in real estate and in production equipment, even at today's low prices.

It should be taken into account that any recovery of the economy — which is not at
all unlikely on present indications — will increase the value of assets, both produc-
tive and non-productive, to more normal levels, with commensurate repercussions
on the Bank's share price. The Bank’'s Administration therefore believes that the
current share price of the National Bank is quite substantially below its real value.

On 7 July 1982 the Governor of the Bank, Mr. George-Alexander Mangakis
resigned from his post and left the Bank following his nomination as Minister of
Justice. In his stead, Mr. Stylianos Panagopoulos became Governor of the Bank.
The appointment of the new Governor was confirmed by the Extra-ordinary
General Meeting of Shareholders held on 30 July 1982. On 1 September 1982
the Deputy Governor Mr. George Mirkos also resigned and was immediately
replaced by Mr. Constantine Sietos, whose election was confirmed by the General
Meeting of Shareholders on 24 September 1982. Furthermore, the Board of
Directors elected Mr. George Lambropoulos as third Deputy Governor of the Bank.
Finally, other changes were due to the resignation of the Director Mr. Demetrios
Opropoulos and his replacement by Mr. Panayotis Lambropoulos, as well as the
resignation of the Director Mr. Fivos loannidis. Otherwise, the same Board of
Directors who were elected by the Extra-ordinary General Meeting of Shareholders
on 22 April 1982 in accordance with Law 1232/82 are still in office.

Ladies and Gentlemen,

1982 was not an easy year for the National Bank, as will be set out in detail later
on. Despite the considerable progress that was achieved in certain sectors of the
Greek economy, such as the slowdown of inflation and the reduction of the deficit
of the balance on current account, no solution has been found yet for basic
economic problems of a structural nature, which continued to become more acute
because of the international economic crisis.

Within this economic environment the Bank, because of its special role in the
Greek economy, had to pursue its policy with socio-economic rather than banking
criteria. Besides, any other policy would have had immediately additional adverse
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repereussions on economic activity and employment, which were sagging for
general reasons, and, in the last analysis, would have even undermined the long-
term interests of the Bank itself.

The adverse impact of the economic situation on the Bank's available funds, com-
bined with the inexorable need not to restrict suddenly but gradually new credit to
many firms, kept its borrowings from the Bank of Greece at a high level and limited
its profitability in 1982. Nonetheless, one should point out that profitability would
have been even more limited if the Bank had not taken a number of suitable credit
and organizational measures. These measures, whilst already beginning to vield a
return, will have reached their full effectiveness by the middle of next year, making
an increasing contribution, on a notable scale, to the Bank’s profitability.

The prospects for 1983 appear to be considerably better for the Bank both for
general and for specific reasons. The general reasons are linked to the anticipated
improvement of the economic situation in our country during the current year,
which will also be facilitated by the recovery which seems to be emerging on the
international horizon. As for the specific reasons, they are mainly linked to the ad-
justment of the Bank’s credit expansion within the limits of its available funds and
to the large-scale modernization and reorganization which is now under way.

For these reasons, we are optimistic that during the current year the Bank's
profitability will improve considerably, a fact which, together with the anticipated
recovery of our economy, will also have a beneficial impact on the price of our
share which, as was mentioned earlier, is at an unjustifiably low level.

Our optimism, however, is also reinforced by the fact that we enjoy the full
solidarity and cooperation of our employees in our efforts to increase the Bank's
productivity and profitability. The dedication, the zeal and the application of our
staff as well as its high professional qualifications guarantee that the objectives set
for 1983 by the Bank's Administration will be attained.
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l. International
economic developments

Hopes for recovery of the world economy in 1982 failed to materialize. In fact,
production fell, unemployment rose dramatically, while the trend toward greater
protectionism gained momentum. Nevertheless, inflationary pressures were
lessened appreciably, a fact which made it possible for Western countries the op-
portunity to ease the restrictive stance of their economic policy and to take
measures that would pave the way out of the recession. For many countries, non-
etheless, the speed of achieving such objectives continued to be moderated once
again by the fluctuations in their exchange rates against the dollar, which remained
strong virtually throughout the course of the year.

The trend of falling prices in the international oil, foodstuff and raw material
markets continued over the past year. These developments, in conjunction with
the persisting recession and high interest rates, aggravated the financial impasse
of many developing countries, which were unable to service their foreign debt
obligations, thereby threatening the stability of the international banking system.
The problems of the developing countries seem also to have had an adverse effect
on the exports of the industrial nations, which were thus deprived of a significant
stimulus for their economic activity.

The overriding concern of fiscal policy over this period continued to be the reduc-
tion of budget deficits. These efforts were manifested in the area of expenditures
as well as revenues. In the case of expenditures, governments adopted measures
designed to hold down public sector pay and social security outlays, while in the
case of revenues, efforts were made to increase them, especially through indirect
taxation. At the same time, however, there were countries which also adopted
measures designed to promote investment activity and to combat unemployment.
These measures included the increase in public investments, subsidies and tax ex-
emptions for productive investments and the stimulation of the housing construc-
tion industry.

In the USA, the combination of price containment with a slackening in economic
activity, led to the adoption of a more flexible stance in controlling monetary
aggregates. These developments and the improved outlook regarding the size of
the fiscal deficit facilitated a significant reduction in interest rates during the se-
cond half of the year. This move was followed by other Western countries to the
extent that it accorded with the priorities of their respective economic policies and
the state of their external equilibrium. In general, interest rates went down in
Canada and Europe where the main consideration was recovery, while in Japan
the problems created for the yen by the outflow of capital, prevented such a
downward move.

Overall, the direction of the economy in the OECD countries was a downward one;
total industrial output declined considerably (1981: 0.7%, 1982:-4%). Economic
activity, however, did not develop uniformly in all OECD member states. Thus, the
real gross national product in the USA declined by 1.75%, in Canada by 5%, whilst
in Japan it grew by 2.5%. In the EEC, economic activity remained virtually stag-

13



Wages
Prices

International
transactions

International
economic developments

nant (+0.1%) with many countries experiencing a negative rate of growth. A case
in point was W. Germany with a growth rate of -1.25%. The performance of the
group of smaller OECD countries was also weak (0.5%) with significant dif-
ferences, however, among individual countries.

On the demand side, in general, the impetus seems to have come primarily from
private consumption and secondarily from public spending. On the other hand, the
substantial check to exports resulting, to a considerable degree, from the economic
impasse of many developing countries and the reduced new bank lending to them,
deprived industrialized countries of what had been an important source of demand
growth in the past. At the same time, the contribution to demand from the invest-
ment and especially the construction sector, continued to be inadequate because
of the cautious attitude of the public and of the business community. Apparently
the lowering of interest rates had no other effect than to enable enterprises to put
their capital structure on a sounder basis.

The slackness in economic activity, combined with the increase of the labour force,
had an alarming effect on unemployment. In OECD countries the unemployment
rate amounted to 8.2% (against 6.7% in 1981), or to over 30 million unemployed.
In the EEC, the unemployment rate climbed to 9.1% with Belgium and Britain
heading the list.

The deceleration of the inflation rate in the OECD countries continued in 1982.
The average consumer price index of all OECD countries rose by 7.8% against
10.5% in 1981. Of the industrialized countries, the lowest rates were achieved by
Japan (2.7%), the USA (6.1%) and W. Germany (5.3%), while Italy recorded the
highest rates (16.6%).

This progress was due, to a large degree, to the decline in prices in the inter-
national oil and raw material markets, which, in turn, was certainly linked to the
impact of the persisting recession and the high real interest rates on world imports
of these goods and on the related stockpiling policy of consumer countries. Ample
food supplies were another factor that contributed to price restraint.

Curbing inflation was also helped by conditions on the labour market. Large-scale
unemployment depressed the rate of increase of nominal wages and of unit labour
cost.

The contraction in the volume of world trade, the steep drop in OPEC's surplus and
the significant improvement in the terms of trade of the industrial countries with
the rest of the world, comprise the basic developments in the area of international
transactions.

More specifically, the volume of world trade is estimated to have fallen by nearly
2% as the slackness of demand in the industrialized countries depressed their im-
ports still farther. On the other hand, the softening of the oil prices and of other
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primary products contributed to the considerable improvement in the terms of
trade of OECD countries (1982: 7.5%; 1981: -3.8%) but brought about a
shrinkage of their third-world trading partners’ foreign exchange revenues. Thus,
many developing countries were faced by the acute problem of servicing their ex-
ternal debt obligations and of securing fresh loans. Having no other alternative to
improving their external equilibrium, these countries were forced to adopt restric-
tive measures in order to curb imports at the cost, of course, of cutting back
development programs and slowing down their economic growth.

All these developments have had a negative effect on OPEC’s current account sur-
plus, while the deficit of the developing countries seems to have decreased. The
deficit of OECD countries showed tendencies of widening, especially during the
second half of the year. As regards the individual performance of the industrialized
countries, Japan, Canada and Great Britain registered a surplus while the US
current account deteriorated sharply and swung from surplus (1981: $4.5 billion)
to deficit (1982: $-8.0 billion). France also showed a large deficit, in contrast to
the significant improvement in the German current account.

Despite the substantial lowering of US interest rates in relation to those of other
Western countries, the dollar remained strong against all other currencies, in-
cluding its traditional competitors, i.e. the German mark and the Japanese yen. On
the other hand, the decreased competitiveness of French products led to the con-
tinuous weakening of the franc, which was ultimately devalued in June within the
European Monetary System.

Several factors — not just economic ones — contributed to the resilience of the
American currency. In particular, the turbulent climate and apprehension about
political instability in various regions of the world and concern for the stability of
the international banking system, strengthened and enhanced the image of the
dollar as a refuge currency. This development was reinforced by the advantages
which the vast American capital market offers to investors as far as immunity
against external shocks and the absence of foreign exchange controls are concer-
ned. The continued high yield on long-term US securities as well as the decelera-
tion in inflation, coupled with the favourable outlook of the American economy, ad-
ded further support to the dollar.

Consequently, large funds, especially Arab, were shifted to the USA from other
world financial centers, in particular Germany and Japan, resulting in a stronger
dollar and weaker mark and yen. Similar were the implications for the dollar of
developments in other items of the American balance of payments, such as the
surplus which appeared for the second consecutive year in the direct investment
account and the surplus in the current account, at least during the first half of the
year.
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A great number of Greek minerals (bauxite, lignite,
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uranium, etc.) are used for industrial purposes.
Bauxite constitutes the raw material for local
praduction of alumina and is also exported in very
large quantities, while lignite helps to produce
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International
economic developments

Developments on the international capital markets have been characterized by a
decrease in new bank lending and by increased recourse to the bond market. The
new capital which was absorbed in 1982 amounted to $160 billion against $186
billion in 1981. Of these, $76 billion represented bond issues (1981: $53 billion)
and $84 billion bank lending (1981: $133 billion).

The industrial countries raised two-thirds of the capital, i.e. as much as in the
preceding year but with the difference that in 1981 about 50% of their participa-
tion in the Euro-loan market concerned transactions of a non-recurring nature.
Lending to non-OPEC developing countries decreased by 15%. This decline is
linked to the alarming rise in the lending risk, owing to the inability of many of
those countries to meet their debt obligations.

Indeed, after the Eastern European countries, in 1982 there came the turn of Latin
American countries to run up large arrears on their debt obligations and upset the
banking circles. It is worth noting, however, that co-ordinated efforts have been
made to reach agreement among all interested parties on rescheduling loan repay-
ments whilst urgent aid programs have been arranged with the co-operation of
central banks and international organizations.

All the above developments seem to signal for many developing countries the end
of a decade of easy and eventually excessive borrowing that rendered their exter-
nal balance position quite precarious and especially sensitive to the fluctuations of
international economic activity.

Thus, the prolonged recession upon which the West entered, following the second
energy crisis, and the rise of interest rates delivered a heavy blow to the external
balance and the credit standing of the third world countries. Their export earnings
were eroded by the slower increase or drop in the volume of sales and the crumbl-
ing prices of their basic export products, such as oil and other commaodities.

Characteristically, the annual rate of growth of the export earnings of non-OPEC
developing nations fell to 5% in 1981 against an annual average of 23% for the
period 1975-1980, while in 1982 it is estimated to be almost nill or even
negative. OPEC export revenues have also been falling continuously during the
past two years due to soft demand and declining prices.

The high interest rates, on the other hand, prevailing on the international capital
market increased steeply the cost of borrowing and inflated debt-servicing pay-
ments in foreign exchange. Adverse were also the effects of shortening the
average maturity period of debts of many developing countries that had been
prompted by the preference of several of these countries for short-term loans, a
policy dictated by their desire to reduce the cost of borrowing by taking advantage
of the relative interest rate differentials.

Evidence of the difficult position in which developing countries found themselves
on account of the recession and the high interest rates, is also provided by the per-
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centage of export receipts going for debt payments. For two-thirds of the main
debtor countries, according to certain estimates, the percentage in guestion ex-
ceeded 50% in 1982 (for some countries, it even reached 100%).

Against this setting, the banks reacted by restraining lending, shortening maturity
periods and by increasing spreads. The repercussions of this policy were felt
mainly in the countries of Latin America. In the case of Asian countries, the situa-
tion does not seem to have deteriorated, thanks to the support they received from
Japanese banks within the framework of the special economic ties which have
developed between these countries and Japan.

This shift in bank lending policy is not totally unrelated to the growing difficulties
which banks encountered in the inter-bank market (precisely on account of the
worsening of their international portfolio quality) and the pressures on them for a
sounder capital asset ratio. Another change has been the apparently growing trend
to fix margins on the basis of the US prime rate rather than LIBOR.

The above developments are expected to have positive effects on the profitability
of banking operations. In any case, on the basis of available evidence, bank results
in 1982 were helped considerably by the sharp drop in interest rates during the se-
cond half of the year. On the other hand, provisions for bad debts (severely inflated
as a result of the global economic crisis) had a highly negative effect on their
profits.

There is a guarded consensus that the pick-up in economic activity in the West will
commence sometime in the second half of 1983. The OECD projects for its mem-
ber countries an average GDP growth rate of nearly 1.5%, with the USA and Japan
leading the way by scoring growth rates of 2% and 3.5% respectively. For the EEC,
however, the prospects do not seem to be equally favourable.

The following factors are already contributing positively to the fulfillment of the
above expectations. First of all, there is a growing trend towards adopting a
relatively more liberal stance than previously on economic policy. A move in this
direction has, of course, been made necessary by the growing wave of unemploy-
ment but it is easier to adopt now thanks to the progress made in restraining price
increases and inflationary expectations. Secondly, the recent fall in oil prices will
contribute to the further deceleration of inflation and impove substantially the ex-
ternal balance of oil-importing countries.

These developments justify some guarded optimism as far as prospects for a larger
reduction in interest rates — especially long-term ones — are concerned. To what
extent, however, such a reduction will rekindle investment activity will also depend
on an improved business outlook.

The EEC countries seem to be facing additional problems concerning their
economic recovery. The high degree of their dependence on external trade has ren-
dered their economies especially vulnerable to the disturbances in the foreign ex-
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International
economic developments

change markets or to such shocks as that brought about by the third-world debt
crisis and tensions in the international monetary system. Besides, European
manufacturing seems to lag behind its big competitors in so far as adaptability to
the structural changes in demand and the promotion of high-technology sectors
are concerned. For these reasons, the business community is likely to take a
gloomy view of demand prospects and may therefore not be very responsive to the
various economic policy measures.

Nevertheless, recovery in the OECD countries is not expected to be so strong as to
avert an increase in unemployment, which is expected to affect over 9.5% approx-
imately of their labour force. In the smaller OECD countries the rate of unemploy-
ment is anticipated to be higher. The unemployment rate in the EEC will easily ex-
ceed 10%, while in the US it is expected to fluctuate around comparable high
levels. Japan is very likely to be again the exception to the rule.

As regards the prospects for the current account of the OECD countries, the most
important changes will take place in the US deficit, which is expected to grow
dramatically mainly because a strong dollar has weakened US competitiveness. By
contrast the weakening so far of W. Germany's and Japan’s currencies against the
dollar is expected to affect their exports favourably. Thus, there is a distinct
likelihood of a substantial increase in Japan’'s surplus and of a balanced German
current account. These developments will strengthen the position of the mark and
the yen against the dollar in the international foreign exchange markets.

The current account deficit of third-world countries will again be monitored closely
by the international banking community in 1983. On the side of revenues, the out-
look for an improved export performance (with respect to volume and terms of
trade) is closely linked to the market conditions of the industrialized countries. As
for the oil-producing countries, the recent reduction in oil prices, soft demand and
intensified sales competition on the world energy market do not justify any op-
timism. On the payments side, on the other hand, the decline in interest rates, the
continued restrictions on imports in many developing countries and lower oil
prices for oil importing countries will certainly limit their foreign currency drain.

Undoubtedly, outstanding debt obligations of third-world countries will again be a
thorny issue for the international community in 1983. The effective resolution of
this problem is linked, in principle, to the achievement of an equilibrium between
supply and demand of loan funds at more realistic levels. For the developing coun-
tries, this entails mainly a decrease in imports and, on the whole, rationalisation of
their external deficits, at the inevitable cost of slowing down the rate of their
economic growth. But there is also an urgent need for banks to adjust their credit
expansion to levels dictated by the changing liquidity and risk conditions of the in-
ternational capital markets.

At present, the banking system has adopted a flexible policy aimed at providing the
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debtor countries with the necessary time for the improvement of their external
balance and the smooth repayment of their loans. However, in terms of helping in
a more substantial form the developing countries, considerable responsibility lies
with the industrialized countries, and the US in particular, as regards world
recovery, revival of international trade and keeping interest rates down.






Il. Economic
developments in Greece

The impact of continuing adverse developments in the world economy and the un-
favourable conditions which evolved at home over the past few years did not leave
much room for spectacular growth in the Greek economy during 1982. Under the
pressure of the current conjunctural conditions there was no other choice but to
pursue a policy which set priorities that did not allow for the systematic promotion
of development goals.

Despite this, the gross domestic product, at constant prices, showed a slight in-
crease (+0.2%) thus reversing the downward trend of 1981 (-0.2%) following the
slackness of 1980. At the same time the inflation rate receded and so did the
balance of payments deficit.

Hence, 1982 may be designated as the year of stabilization, which was the
necessary precondition for dealing with the structural weaknesses of the economy
and allowing the development process to continue on a sound basis.

On the demand side, the positive factors which stimulated economic activity were
private and public consumption as well as public sector investment activity. By
contrast, a negative influence — though less pronounced than in 1981 — was exer-
cised by private fixed capital formation and the external sector of the economy.

On the supply side, the growth of the gross domestic product was due to the in-
crease of the product of both agriculture and the services sector, which counter-
balanced the fall in the real product of the secondary sector, namely industry and
construction.

Due to the slackness in the secondary sector, the economy was unable to fully ab-
sorb the increase in the supply of labour. This, in turn, led to further unemploy-
ment, the rate of which, however, remained at a lower level than the average rate
for all other EEC countries and the USA. The nominal income of most salary ear-
ners, however, went up, within the framework of government policy, at a con-
siderably higher rate than that of inflation. Thus real income improved, even after
taxation, following three years of continued decline. Farmers’ real income grew
also, while in 1981 it had witnessed a decline.

The government'’s efforts to curb the financial deficit of the public sector began to
bear fruit. Specifically, the total financial deficit of the public sector amounted to
339.4 billion drachmas or 13% of the gross national product, as against 301.8
billion or 14.4% of the gross national product in 1981. It should be noted that the
total financial deficit includes public administration deficits (state budget, con-
sumer goods accounts, special administration account and special agricultural
products account) and the deficit of public enterprises and organizations.

The rate of total expansion of credit to the private sector declined in comparison
with 1981 but remained at high level and exceeded the rate of inflation, a fact
which helped meet, to a satisfactory degree, the real needs of enterprises for loan
funds.
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The inflationary pressures, which began to abate at the end of 1981, continued to
decline with some fluctuations throughout the year under review. Thus, the annual
increase of the consumer price index dropped from 24.5% to 21% in 1982.

On the other hand, the deficit on current account was reduced to 1.9 billion dollars
{1981: 2.4 billion dollars) as a result of the decline of the trade deficit brought
about by a drop in fuel imports, though the surplus of invisible transactions went
down.

According to provisional estimates of the Ministry of National Economy, gross
national expenditure, at constant market prices, rose by 2.6% owing to the in-
crease in private consumption — though it remained at low levels — and to con-
sumption and investment activity of the public sector. By contrast, private fixed
capital formation continued on a downward course but at a slower rate.

Private consumption

The increase in consumption of goods and services by the private sector of the
economy, at constant prices, continued to be restrained (1982: +1.7%, 1981:
+1.2%). A positive influence was exerted by the rise in real income (after taxation)
of salaried workers and of farmers, whereas domestic unemployment and the
decline, in real terms, of the inflow of income and certain transfers from abroad
(shipping remittances, emigrants’ remittances) had an adverse effect.

Available evidence suggests that a large portion of the rise in private consumption
was channelled into imported goods such as automobiles, other durables, textiles,
etc. This fact reflects a sharper competitive edge of certain foreign products vis-a-
vis Greek products or perhaps a change in consumers' preferences.

Private investments

On the basis of provisional data, private capital formation, at constant prices, con-
tinued to fall in 1982 (-2.6%) but at a slower rate than in 1981 (-11.6%). The
decrease in investments was mainly due to capital formation in housing and other
activities (tourism, etc.) while the decline in manufacturing, mining and quarrying,
and agriculture was relatively smaller.

Housing investment, at constant prices, registered a fall of 9.1% (1981: -22.4%).
The slump in housing activity over the past few years came about as a result of
slack demand due to the higher cost of construction and the lower yield of housing
investment. As an indicative example, we cite the number of flats sold in 1982
which fell behind that of 1981 by 15.6%.

Private fixed capital formation in manufacturing fell for the second year in a row
(1982: -7.1%, 1981: -9.5%) according to provisional estimates of the Ministry of
National Economy. The slackness of investment activity in manufacturing is closely
linked to the climate of uncertainty which prevailed abroad, the persistence of in-
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flationary pressures, the stagnation of domestic demand and the decline of ex-
ports. Also, the low return on capital employed in manufacturing and the high per-
centage of idle productive capacity had a deterrent effect.

Investments in mining and quarrying dropped by 37.6% following a 47% expan-
sion in 1981. Investments in agriculture continued to fall for the third consecutive
year (1982: -9.7%, 1981: -5.7%, 1980: -21.5%).

Public consumption and public investments

Within the framework of government policy, which was aimed at restraining the
public sector's consumption expenditure and enlarging its investment activity,
public consumption, at constant prices, climbed slightly (1982: +1%, 1981:
+6.7%), while investments witnessed a substantial increase (+2.4%), whereas, in
1981 they had remained virtually stagnant (+0.6%). In 1982, growth in invest-
ment was chiefly due to investments by public enterprises and organizations
(Public Power Corp., Olympic Airways, Greek Railways, Workers' Home Fund,
etc.).

Gross domestic product, at constant factor cost prices, showed a slight rise
(+0.2%) which offset the decline of the preceding year (1981: -0.2%). This
development was achieved thanks to the increase in the product of the services
and agricultural sectors which counterbalanced the fall in the product of the secon-
dary sector. Thus the share of agriculture and services in the total gross domestic
product rose to 14.7% (1981: 14.2%) and 54.8% (1981: 54%) respectively, while
that of manufacturing and construction fell to 30.5% (1981: 31.8%).

‘Gross national income, however, at constant factor cost prices, was reduced by
0.4% (1981: -0.7%) due to the shrinkage (-27.5%) of net receipts from abroad
{mainly shipping remittances).

Agricultural production

Despite the adverse weather conditions by which certain crops were hard hit, the
product of the agricultural sector (value added) rose significantly (+3.5%) follow-
ing a drop of 1.4% in 1981. The increase is almost entirely due to crop production
while livestock production on the whole remained stagnant, which led to the coun-
try's increased dependence on imported livestock products.

Of the main agricultural products, in relation to 1981, the biggest increase was
registered by olive oil (+40%), cereals (wheat, barley, maize) and dried raisin, un-
like sugar-beets, cotton, sultanas, citrus fruits and fruits which registered a decline.
Beef production was also down while poultry production rose.

Secondary production
The volume of the product of the secondary sector decreased appreciably for the
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third consecutive year (1982: -3.7%, 1981:-2.5%, 1980: -2.4%). This is attributed
to a large extent to slowdown in manufacturing activity and also to the slump in
construction which declined by 4.2% (1981: -1.2%) and 7.7% (1981: -8.5%)
respectively. By contrast, the product of public utilities (electricity, gas and water)
increased by 3.9% (1981: +3.1%), while that of mining and quarrying remained
virtually stagnant (1982: +0.5%, 1981: -7.6%).

During 1982, developments in manufacturing were influenced mainly by
restrained domestic demand and the decrease in exports, due to both the global
recession and the low competitiveness of Greek industry, precipitated by the rise in
the cost of production. At the same time, the stepped up penetration of the
domestic market by foreign consumer goods displaced the respective Greek
products, thus adversely affecting their domestic production. The impact of this
was particularly felt by such branches of manufacturing as textiles, electrical
machinery and appliances, and furniture.

Of the basic branches of manufacturing, a decrease was registered in textiles
(-10.9%), basic metals (-19.4%), metal products (-9.7%) and foodstuffs (-1%). A
low level of activity was also noticed in sectors such as machinery and appliances,
electric machinery and appliances, transportation equipment, paper, leather, fur-
niture, petroleum and coal, non-metallic minerals, and wood and cork, while rub-
ber and plastics, tobacco and chemical industries experienced a growth.

Of the individual branches of mining, those related to lignite (used in generation of
energy) chrome and manganese ores (after a drop in 1981) expanded production
appreciably. A considerable reduction occurred with regard to all other ores except
for quarrying and building materials where the decline was less marked.

Services

The product of the services sector, at constant prices, grew in 1982 nearly as
much as in 1981 (+1.6%). It should be noted that stagnation or a slight increase
occurred in industries directly connected with production, transportation and sale
of material goods, i.e. transportation - communications, banking - trade and other
services. By contrast, the rise of income from public administration, health-
education and housing increased at a slower rate than in 1981.

Employment

Owing to the relative slackness of activity in the secondary sector of the economy,
the employment opportunities in general were not enough to absorb the increase
of labour supply due to new people (especially women) entering into the labour
market, in addition to those repatriating for permanent settlement. More
specifically, employment in manufacturing and handicraft remained virtually the
same as in the preceding year, during which it had risen by 1.1%, while it declined
in the construction sector (1982: -10%, 1981: -4.6%) according to Social In-
surance Institute (IKA) data.
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According to the Organisation for the Employment of Labour Force (OAED) the
average number of people unemployed in 1982 on an annual basis was 19.1%
higher than in 1981. These figures, however, because of inherent errors in the
process of compilation only serve as an indication of trends in unemployment.

More reliable data are those which resulted from a sample survey of the National
Statistical Service of Greece (NSSG), according to which the rate of unemploy-
ment reached 7.1% of the labour force in the urban centers (5.5% in 1981) and
5.7% in respect of the country’s total labour force (nearly 4% in 1981).

Despite this rise the percentage of unemployed in Greece remained relatively low
in comparison with the corresponding rates of EEC (9.1%) and the USA (9.5%).

Income

The real income of those working in the urban sector of the economy improved
considerably on an average, following three years of continuous decline. Equally
significant was the rise in farmers’ real income, after a decrease in 1981.

According to NSSG data, the weekly pay of workers in “large” manufacturing
firms (employing over 10 people) increased by 30.3% (23.8% in 1981) and the
monthly salaries of employees increased by 22.5% (25.4% in 1981). On the other
hand, the monthly salaries of employees in retail trade grew by 37.4% (21.9% in
1981). Lastly, public service employees’ pay rose on an average by nearly 31%.
During 1982, all the above ratios exceeded the rate of inflation which reached
21%.

Generally, it is estimated that the increase of the average pay of workers and em-
ployees in the urban sector of the economy climbed by 27.3% (24% in 1981),
which entails an increase in real terms to the tune of 5.2%. This percentage is
reduced to 3.6% after deduction of direct taxes.

Farmers’ nominal income also rose much more than the cost of living index, due to
both the rise in the volume of production and the comparative improvement in the
price of their products. This rise was substantial, also in real terms, following a
decline in 1981.

The restraint on the rate of inflation, which began towards the end of 1981, was
maintained, with some fluctuations of course, throughout 1982, Thus, the annual
increase of the consumer price index for that year was 21%, i.e. three and a half
percentage points less than in 1981 (24.5%). The increase of the consumer price
index between Dec. 1981 and Dec. 1982 was also smaller (+19.1%) than that of
the previous twelve-month period (+22.5%).

The contribution of the special indices for foodstuffs (1982: 35.3%, 1981: 44.1%)
and housing (1982: 11.4%, 1981: 14.8%) to the rise of the general consumer
price index was smaller than in 1981. It should be pointed out that these two

25

Prices

In the span of two decades Greek ciment industry
quadrupled its output, and exports of concrete
have attained 13% of total Greek exports, with as
main customers the countries of the Middle East
and N. Africa.



The Balance
of payments

Economic
developments in Greece

categories absorbed nearly half of the total average family expenditure and thus
particularly affected people in the lower income brackets.

It is noteworthy that the slowing down of the inflation rate was achieved despite
the substantial increase in unit labour cost, farmers’ prices and indirect taxes. The
control of the remaining cost elements, which influence prices and, to some extent,
the restraint in terms of quantum or timing on increases in rates charged by public
utilities, contributed effectively to the slowing down of the inflation rate. Finally,
the impact of price increases of imported goods was also diminished.

Despite this progress, however, the inflation rate in Greece was one of the highest
among the OECD countries.

Even greater was the slowdown in the rate of increase of wholesale prices. The an-
nual increase of the wholesale price index was 16% against 25.9% in 1981. The
individual indices point to a general slowdown in the price increase of goods,
which was more pronounced, however, in the case of exported (1982: +8.1%,
1982: +25.1%) and imported (1982: +15.4%, 1981: +31%) as compared with
manufactured products (1982: +16.8%, 1981: +24.2%) and in particular with
primary products (1982: +20.6%, 1981: +25.1%).

The evolution of the aggregates of the Greek balance of payments was largely in-
fluenced by the international economic crisis and the domestic situation.

The deficit on current account fell by 536 million dollars or 22.1% and totalled
1,885 million dollars against 2,421 million dollars in 1981. This improvement was
achieved thanks to the drop of the trade deficit by 770 million dollars or 11.5%
(1982: 5,927 million dollars, 1981: 6,697 million dollars) which more than offset
the drop in the surplus of invisible transactions which amounted to 234 million
dollars or 5.5% (1982: 4,042 million dollars, 1981: 4,276 million dollars).

The favourable evolution of the trade deficit is exclusively due to the reduction of
the deficit in the fuel balance by 772 million dollars, resulting mainly from the
decrease of imports by 24.6% (1982: 2,778 million dollars, 1981: 3,685 million
dollars), after the policy of oil stockpiling had been adjusted to the downward trend
of oil prices in the international market. At the same time, fuel exports also fell by
17.3% (1982: 648 million dollars, 1981: 784 million dollars).

The trade deficit on all other commodities remained at the same level as in 1981
(1982: 3,797 million dollars, 1981: 3,795 million dollars). Specifically, foreign ex-
change expendfture on all other imported commodities (excluding fuel) witnessed
a decrease of 6.3% and totalled 7,290 million dollars, under the influence of the
downward spiral of prices stated in dollars. From detailed available figures, it ap-
pears that all the main categories of imports showed a decline with the exception
of foodstuffs (+2.6%). Especially significant was the decline in foreign exchange
expenditure on raw materials (-15%). As for imports of capital goods, their value
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was down by 7.8%, whereas manufactured consumer goods fell by 3.9%. It is
worth mentioning that a small increase was noted in the value of non-essential
goods, mainly textiles, private cars, etc.

Foreign exchange receipts from exports of all other commodities (excluding fuel)
fell by 12.4% against 1981, to 3,493 million dollars. This development was largely
due to a decrease in the volume of exports, brought about by reduced foreign de-
mand, but mainly by the deterioration of the competitiveness of Greek products.
Characteristically, the NSSG volume index (excluding liquid fuel), based on ship-
ments of merchandise, fell by 4.7% in relation to 1981. Furthermore, there was an
appreciable reduction of foreign exchange receipts on all individual categories of
exported goods (manufacturing-handicraft, minerals-ores, raw materials - semi-
finished goods), while those of tobacco declined slightly.

As far as the geographical distribution of Greek exports is concerned, it must be
noted that there was a rise in the share of the EEC countries (1981: 43.3%, 1982:
46.3%) and the remaining countries of Western Europe (1981: 5.3%, 1982: 7.1%),
according to NSSG data, while that of the Arab countries went down (1981: 27%,
1982: 24.2%).

Invisible receipts of foreign exchange were running 5.9% behind the 1981 level
(1982: 6,098 million dollars, 1981: 6,482 million dollars), due to a decrease in the
inflow of capital from all basic categories (tourism, shipping remittances, etc.),
except for EEC net transfers.

Specifically, the decline in foreign exchange receipts from tourism by 18.8% is ac-
counted for by the decrease in the per capita foreign exchange receipts, while the
drop in tourist traffic was negligible. The international shipping crisis has obviously
had a negative effect on shipping remittances. At the same time, emigrants’ remit-
tances, following a period of decline in migration and a surge of repatriation over
the last few years, no longer constitute a dynamic source of foreign exchange. The
evolution of emigrants’ remittances was also influenced by the changes that oc-
curred in the foreign exchange markets, the relatively high interest rates abroad,
the recession and the wave of unemployment, which mainly hit the economies of
European countries with large Greek communities.

Invisible payments were down by 6.8% in comparison with 1981 (1982: 2,056
million dollars, 1981: 2,206 million dollars) due to lower transportation payments
and government expenditure.

The net inflow of foreign capital fell by 4.8% (1982: 1,809 million dollars, 1981:
1,901 million dollars) due to the drop in the net inflow of private capital. There was
a sharp decline of the net inflow of business capital and of funds earmarked for the
purchase of houses. The inflow of the latter kind of funds was affected by the con-
ditions prevailing on the real estate market. There was also a contraction of the net
inflow of deposits into the credit institutions. Foreign commercial credits continued
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to exert a negative impact on the net movement of capital since repayments ex-
ceeded new credits because of the decreasing imports, but also because of the im-
porters” unwillingness to raise funds abroad in a period of increased foreign ex-
change risks. By contrast, borrowing abroad for financing the residual current ac-
count deficit by the public sector (mainly by the Central Bank and the public enter-
prises) increased considerably and totalled 1,708 million dollars, an amount which
covered the largest part of the current account deficit. Finally, amortization pay-
ments made by the private and public sector reached 710 million dollars (+8.8%).

A trend towards economic stabilization, which started to become discernible in
1982 seems to have consolidated in 1983, thus improving the prospects for a
more satisfactory performance over the next few years.

Naturally, inflation, the deficit on current account, the slackness of investment, and
unemployment continue to be the major outstanding problems. Their solution re-
quires long-term systematic efforts as they are basically problems of a structural
nature. The relative aggregates, however, for 1983 tend to be improving over the
previous year.

As regards inflation, there were strong tendencies during the first quarter of 1983
for a surge in prices, chiefly on account of the devaluation of the drachma and the
required readjustments of the prices of goods and services provided by public
utilities. Since March, there have been indications of a slower rate of increase in
wholesale prices, a fact which will subsequently have a beneficial effect on the
consumer price index. It is expected that income policy, together with a systematic
control of all the elements which influence the cost-so as to avoid unreasonable
price rises-will have a restraining effect on price advances. The government target
is to get the rate of inflation below 20%.

The underlying conditions of the balance of payments point to a more sustained
improvement, with a further drop in the current account deficit to follow. The
devaluation of the drachma at the beginning of January, coupled with a modera-
tion of the trend of rising cost of labour, are strengthening the competitiveness of
Greek products. This development, combined with a recovery of the world
economy, which is expected to become more pronounced during the second half
of this year, is a positive factor in the drive for boosting exports. Similarly, steps are
being taken for a greater penetration into foreign markets. Such measures include
the creation of institutional agencies for boosting exports and the harnessing of the
country’s foreign relations to the promotion of trade and, generally, a strong
government presence in the export drive.

The improving competitiveness of Greek products, on the other hand, tend to dis-
courage imports. At the same time, certain quotas on imports were imposed, at
the beginning of the year, to protect a number of products facing difficulties, due to
the keen competition by products of other EEC countries. Also, the fall in oil prices
is expected to contribute to a curb in foreign exchange expenditure for imports.
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The anticipated surge in foreign demand and the strengthening of domestic de-
mand, mainly through state purchases, and the expected dampening of demand
for imports, create favourable conditions for rekindling private initiative in the in-
vestment sector. Likewise the clarification of investment incentives spelled out in
L. 1262/82 together with the recently enacted measures which boost investment
incentives and reduce red tape, restore a favourable climate for investment ac-
tivity. Specifically, in regard to small and medium-sized enterprises, new fields
have been opened up thanks to the manifold backing of the Government which will
help them increase their fixed capital. Larger investments are also being carried out
by the state, as provided for in the Government's budget, while state controlled
banks have drawn up investment plans which are being advanced to the stage of
implementation.

The employment opportunities which are being created, however are inadequate
to absorb the swelling number of the unemployed. For this reason, the Organisa-
tion for the Employment of Labour Force (OAED), in cooperation with local
authorities, is implementing a comprehensive programme intended to absorb the
unemployed.

The facts and anticipated developments set out in the foregoing survey give rise to
the expectation of a more satisfactory evolution of the Greek economy in 1983,
and especially during its second half, than the year before. Therefore, the rate of
growth of gross domestic product is expected to be higher than in 1982 while at
the same time it is estimated that all the other factors affecting mainly inflation
and the balance of payments deficit will improve.






Ill. Monetary and credit developments

In 1982, monetary aggregates were influenced mainly by the preferences of the
saving public and also the credit and fiscal policies applied. The principal aim of the
credit policy was to curb the inflationary pressures and put the credit system on a
sounder basis.

The main feature of developments in the credit sector, in comparison with 1981,
was the significant slowdown of credit expansion which was more pronounced in
the public sector. The fall in the rate of increase in lendings to the private sector
was also notable. Justified borrowing requirements, however, of enterprises were
met satisfactorily. This was achieved both through a more rational evaluation of
loan applications and by ensuring that loan funds were used for the purposes for
which they had been granted. Thus, the leakage of bank credits to undesirable and
speculative activities, which feed inflation and deprive production of valuable
funds, was very much curtailed.

The flow of savings to the banking system was maintained at high levels even
though its rate lagged behind that of 1981. The evolution of deposits, however,
was not uniform throughout the year due to the influence of certain unsettling fac-
tors, the most important of which was the bank employees’ strike that caused a
disruption in the flow of deposits for nearly two months. This, together with the in-
creased qualitative reserve requirements imposed on commercial banks and a shift
in demand for credits which are either subject to such requirements or do not
receive interest-free rebates from the Central Bank, had an adverse effect on their
disposable funds. Accordingly, the banks were faced with cash balance problems
and, as a consequence, some of them were obliged to have recourse to high-
interest borrowing from the Central Bank in order to cover justified borrowing re-
quirements of their clients. These developments, coupled with the rising cost of at-
tracting deposits, affected adversely the banks’ results which, in conjunction with
the sharp increase in operating costs, led to a marked deterioration of their
profitability.

Credit policy In 1982, credit and monetary policies were basically aimed at curbing inflation and
supporting sound business activities by keeping credit expansion at reasonable
levels and by improving the allocation and effective use of funds. The implementa-
tion of these objectives was undertaken by adjusting the monetary aggregates in
the annual monetary and credit programme accordingly and adopting additional
measures in the course of the year.

The expansion of credit to levels at which genuine borrowing requirements of
productive activities could be met was sought after through the annual lending
programmes of specialized credit institutions and the application of liquidity con-
trols on commercial banks. At the beginning of 1982 additional qualitative reserve
requirements were imposed on commercial banks. These were computed on the
basis of the then existing total balance of the deposits. More specifically, the banks
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were obliged to allocate 1% of their total drachma deposits to short-term financing
of overloaned firms, whilst the percentage retained for the support of handicraft in
accordance with Currency Committee Decision 197/78 rose from 7% to 8%. These
measures, though of a qualitative character and designed to channel more funds to
the financing of certain activities, inevitably also served, at least for the first few
months, as quantitative restrictions. This was especially true in the case of banks
which had unused balances on compulsory deposits with the Bank of Greece ear-
marked for handicraft loans.

At the same time, significant improvements were made in the terms of financing
small and medium-sized enterprises out of the special funds under Currency Com-
mittee Decision 197/78 in order to facilitate their faster absorption. Specifically,
both the limits for handicraft loans not requiring prior approval of the relevant sub-
committee and the maximum lending ceiling for each handicraft firm were raised,
while the percentage of handicraft loans covered by government guarantees was
similarly increased.

In addition, other measures were put into effect with the purpose of raising the
standards of investment programmes and improving lending conditions. In this
context must be seen Development Law 1262/82 which, among other things, lays
down the criteria for the evaluation of investments not only from a private business
point of view but also under their socio-economic aspect so as to achieve the max-
imum public benefit.

At the same time, the banks proceeded to revise their lending criteria in order to
support business activity and the overall aims of economic policy. Thus, when
evaluating loans, special weight was placed on those criteria which determine the
dynamism and the prospects of enterprises, such as their productivity and viability
as well as the qualifications of their owners, while traditional guarantees (liens,
etc.) no longer constitute an indispensable precondition for lending.

In order to fulfill the aims of the new credit policy, the banking institutions ob-
viously need to develop the proper infrastructure. The banks and NBG in particular,
as mentioned elsewhere in this report, have already intensified their activity to
bring about the required adjustments in their lending mechanism.

The state budget in 1982 registered an increase in revenue and a decline in expen-
diture in comparison with 1981.

According to provisional data, total expenditure of the state budget (ordinary and
investment) increased by 27.6% as against 41.3% in 1981 and totalled 785.7
billion drachmas. On the other hand, total revenue rose by 38.4% (1981: 19.6%)
and amounted to 594.6 billion drachmas. Thus, the deficit of the state budget is
estimated at 191.1 billion.

The deficit on the agricultural products account and on state supplies on a fiscal,
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basis was held to nearly 54 billion drachmas in 1982 against 60 billion drachmas
in 1981. Of this amount 31.5 billion concerned subsidies on agricultural products
and supplies and 22.5 billion concerned administration expenses and losses due to
state intervention.

Finally, the total operating and investment deficit of public utilities and corpo-
rations without taking into account amortization payments, totalled 89.9 billion
drachmas. It is estimated that the overall financial deficit of the public sector on a
cash basis reached 339.4 billion drachmas at the end of 1982, representing 13%
of gross national product and a decrease in comparison with 1981 (14.4%).

Currency circulation expanded by 39.8 billion drachmas or 15.3% in 1982 against
24.3% in the previous year. On the basis of annual average figures the increase
was 20.6% whereas gross national product at current market prices rose by 25%,
which indicates a new acceleration of the income velocity of circulation (1980:
9.55, 1981: 9.64, 1982: 9.99).

The increase in the income velocity of currency circulation underlines the fact that,
despite the slowdown of the rate of inflation during 1982, inflationary expecta-
tions continued to subsist. On the supply side, the only factor which contributed to
the expansion of currency circulation were the financial requirements of the public
sector, whereas the private and external sectors had a restrictive effect as in the
previous years.

The total rise of drachma deposits with the commercial banks and the specialized
credit institutions amounted to 377.3 billion drachmas or 31.1% as against 326.2
billion drachmas or 36.7% in 1981. On the other hand, deposits with the Bank of
Greece not coming from credit institutions but mainly from funds of public entities
under E.L. 1611/50, advance deposit requirements on imports, a.0., expanded by
16 billion drachmas.

The largest part of the increase in deposits with commercial banks and specialized
credit institutions, i.e. 349.5 billion drachmas or 92.6%, came from the private
sector. The rate of increase in private deposits (30.4%), though appreciably lower
than in 1981 (38.1%), continued to be high for the second consecutive year.

The increase in deposits reflects the strong preference of the public for this form of
saving but it is also linked to the slackness in other types of private investments.
More specifically, as regards the housing sector, high prices continued to keep a
large percentage of savers — especially those in the low and middle income
brackets — away from the real estate market. The development of deposits was
also affected by the slump of the capital market. Thus, investors were mainly in-
duced to turn to the banks with which they deposited considerable funds. It must
be noted, therefore, that the factors which had a positive influence on deposits in
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1982 were the same as those in 1981. On the other hand, however, there were
also factors during 1982 which exerted a restraining effect on their development.
Credits, for instance, expanded to a point which was more consistent with the
borrowing requirements of the banks’ clients. This seems to have restricted the
diversion of loan funds to deposit accounts — a diversion intended to take advan-
tage of the difference between debit and credit interest rates and to obtain tax-free
income from deposits.

Time and savings deposits, which represent the bulk of private drachma deposits,
increased by a total of 332.1 billion drachmas or 31.6% (1981: 39.4%, 1980:;
27.5%). Time deposits, in particular, rose at a faster rate than all other categories,
namely, by 36.6% (1981: 42.7%) compared with a 29.6% increase for savings
deposits (1981: 38.1%). The preference of savers for time deposits was, of course,
attributable to their high return. At the same time it reflects their confidence in the
economy and the banking system. Furthermore, blocked deposits increased by 2.8
billion and private sight deposits by 14.6 billion. The latter rose at the rate of
19.8%, i.e. less than in the immediately preceding year (29.2%). This must be at-
tributed mainly to the slowdown of the rate of credit expansion.

The balance on deposits in foreign currencies rose during 1982 by the equivalent
of 81.2 billion drachmas or 30.5%. The corresponding increase for 1981 was the
equivalent of 75.6 billion drachmas or 39.7%. The deceleration of the rate of in-
crease can be largely attributed to the shipping crisis and the economic recession
prevailing in the countries where Greek immigrants are working. It should be noted
however, that the real increase of the banks’ disposable funds due to such deposits
is less than that entered in the books because a large part of the increase results
from the revaluation of the currencies in which foreign exchange accounts are be-
ing kept.

Finally, as far as the distribution of the total increase in deposits in drachmas and
foreign currencies by type of credit institution is concerned, it is to be noted that
the commercial banks attracted 331 billion or 72.2% of the total, and specialized
credit institutions accounted for the remainder of 127.5 billion or 27.8%.

Bank financing during 1982 was influenced by the credit policy applied and the
demand for credits by enterprises. On the basis of outstanding balances at the end
of the year, total bank financing increased by 355.7 billion drachmas during 1982
or 27.8% as against 307.7 billion drachmas or 31.3% in 1981. Lendings to the
private sector increased during 1982 by 249.8 billion drachmas or 24% (1981:
27.1%), while credits to the public sector increased by 106 billion drachmas or
44.6% (1981: 54.2%). Of the credit expansion in the private sector, the largest
part was channelled to manufacturing (industry and handicraft), the balance of
which increased by 123.7 billion or 22.9% as against 32% for the immediately
preceding year. Specifically, handicraft loans noted a rise of 51.9%. Financing of
agriculture expanded by 49.8 billion drachmas or 30.8% (1981: 22.4%), housing
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by 39.1 billion drachmas or 32.3% (1981: 23.9%), trade by 20.5% against 21.6%
in 1981, and all other sectors (tourism, shipping, etc.) by 14.5% in comparison
with 20.9% in 1981.

Finally, the distribution of credit expansion by type of credit institution is as
follows: out of 355.7 billion drachmas, specialized credit institutions covered
218.7 billion drachmas (an increase of 35.4% against 34.4% in 1981), commercial
banks 141.4 billion drachmas (an increase of 22.3% against 28.7% in 1981),
while Bank of Greece financing decreased by 4.4 billion drachmas. Thus, the
specialized credit institutions increased their participation in the total credit expan-
sion by more than 9 percentage points, i.e. from 52.4%in 1981 to 61.5%in 1982.
Comparable also was their increased participation in the credit expansion to the
private sector (1982: 44.7%, 1981: 36.5%).

Operating under the credit rules in force and taking into account the market de-
mand for credits, the commercial banks were faced by difficult conditions in 1982.
Despite this, they played a decisive role in the development of the monetary and
credit sector.

As regards the attraction of capital, the commercial banks followed an aggressive
policy, which enabled them to obtain the largest share of the increase in deposits.

On the other hand, commercial bank credits increased by 141.4 billion drachmas.
This amount is estimated to have covered 49% of the increase of their total invest-
ments while the corresponding figure for 1981 was 54%. The remaining 51% was
channelled mainly to the public sector in the form of obligatory holdings of
Treasury bills and deposits with the Bank of Greece.

The distribution of the increase in commercial bank investments, as was men-
tioned previously, was affected by additional qualitative reserve requirements and
the shift in demand for various categories of loans and advances. Indeed, a signifi-
cant portion of the compulsory deposits with the Bank of Greece earmarked for
medium and long-term loans remained blocked with that bank, because of slack
demand for such loans. Thus, the lending potential of the commercial banks was
limited. The potential was, however, also curtailed by the considerable shrinkage
of credit funds rebated by the Bank of Greece for export credits, due to the slow
rate of increase of the latter. In this connection, it should be pointed out that com-
mercial banks, in their endeavour to cover the essential capital needs of the private
sector, were compelled to have recourse to extensive high-interest borrowing from
the Bank of Greece, with the result that some of them had to pay large interest
charges. This fact, as well as the rapid increase in high-cost time deposits, caused
a further squeeze of the margin between credit and debit interests, affecting the
results of the commercial banks accordingly.

It is a well known fact that the largest Greek commercial banks, and the National
Bank of Greece in particular, continue to finance overloaned enterprises presumed
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viable during this period of transition in which the solution to their problems is be-
ing worked out. It should be noted that substantial amounts of money have, for a
long time, been freezed in overloaned enterprises. The immobilization of such
funds disrupts the smooth functioning of the banks and hampers the implementa-
tion of overall desirable activities, with adverse repercussions on the banks them-
selves and the economy as a whole. This state of affairs, aside from limiting li-
quidity, also directly affects the performance of credit institutions. It is therefore
imperative that special attention be given to the measures which will be taken to
solve this problem, so as to address effectively the problems of liquidity and
profitability which the overloaned enterprises have created for the banks.

The banks themselves are in the process of coping, to the extent possible, with the
problem of profitability by their own efforts to modernize banking operations, so as
to cut down their costs and boost their productivity. The readjustment of interest
rates on reserve requirements, which absorb a significant and increasingly larger
portion of their available funds with a return which does not cover the cost of
deposits, would prove a positive and direct contribution to their profitability. A step
in this direction was the increase of interest rates on Treasury bills by one percen-
tage point as of 1st January 1982.

The main features of developments on the Stock Exchange during 1982 reflect the
lack of interest in securities on the part of investors and the drop in share prices.
The total value of Stock Exchange transactions on shares and bonds reached 4
billion drachmas (1981: 3.9 billion, 1980: 4.9 billion). Meanwhile, the annual
average index of share prices fell during the year under review by 6.2% (1981:
-8.1%, 1980: -13.7%). More specifically, bank share prices fell slightly (1982:
-4.7%, 1981: -9%), while in the case of commercial and industrial firms the rate of
decline was the same as in the previous year (1982: -7.9%, 1981: -7.2%).
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IV. The National Bank’s credit policy
and activity

A. The policy

The Bank’s policy was again affected by the impact of the adverse economic con-
ditions that had also prevailed in previous years, the most predominant of these
being the low level of investment, slack economic activity and the inflationary
pressures.

These conditions, which have increased implications for Greek economy, as has of-
ten been pointed out, because of its inflexibility due to structural weaknesses,
seriously affected the Bank's available funds, its credit policy and its operational
results in 1982. More specifically, low demand for investment funds and the
declining rate of increase of export credits — which had a negative effect on the
Bank’s available funds — combined with the high and completely inelastic demand
for additional short-term credits from a large number of firms, including the
overloaned ones, put their imprint on the development of the National Bank's
items.

The slowdown in the rate of increase of loans for investments and the decline of
the rate of increase of export credits limited appreciably the volume of new
available funds of the Bank in 1982. In fact, 12.8 billion drachmas out of the 15%
of the Bank's deposits earmarked for medium and long-term loans remained
unused and blocked at the Bank of Greece at an interest rate of 11%. Moreover,
owing to the smaller increase of export credits in 1982 rebates received in the
same year from the Bank of Greece within the framework of the current reserve-
rebate system designed to promote low-interest credit to desirable activities,
amounted merely to 0.6 billion drachmas, as compared with 7.2 billion in 1981. At
the same time, the imposition of additional qualitative reserve requirements at the
beginning of 1982 had a negative impact on the available funds of'the Bank, at
least during the first few months after their imposition.

Lastly, the slowdown in the annual rate of increase of deposits in 1982 (which,
however, continued to be high) and fluctuations in their rate of inflow because of
the long duration of the bank employees’ strike, were additional factors which
reduced the Bank's available funds as compared with 1981.

The Bank’s credit expansion in 1982 was mainly affected by two fundamental fac-
tors: First, the high demand for new short-term credit on the part of overloaned
firms as well as by certain big companies which, without being overloaned yet,
may be moving in that direction unless certain precautions are taken. Secondly,
the great effort that was made to promote effectively loans to handicraft resulting
in their impressive increase. In any case, it should be pointed out that these loans
do not have an adverse effect on the Bank’s liquidity since there remains, despite
its continuous reduction, an unused balance from the compulsory 8% deposit with

the Bank of Greece.
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Despite the Administration's efforts to contain the credit expansion within the
limits of the Bank’s available funds, the fluctuations of the latter and the tendency
for a continuous decrease of their rate of growth, in combination with strong and
inelastic demand for credit, frustrated these efforts, Thus, starting in April 1982,
the National Bank had to resort to high-interest borrowing from the Central Bank,
which increased substantially during the bank employees’ strike and began to
diminish gradually from September onwards. This development, was also influen-
ced by the policy of the Bank, for which, because of its size and special role in the
Greek economy, it was impossible to stop suddenly to satisfy the urgent borrowing
requirements of many firms without creating acute economic and social problems.

By gradually confining credit for certain firms to levels that were absolutely
necessary to ensure their continued operation and by suspending the financing of
others, which have no chance of survival, the Bank was able to gradually narrow
the deficit in its current account with the Central Bank, though it did not succeed in
eliminating it entirely.

Under these circumstances, it is obvious that the credit developments of 1982
were not favourable for the Bank’s profitability. The additional immobilization of an
important part of its net inflow of deposits with the Bank of Greece at a low in-
terest rate, as well as the substitution of a part of these by high-interest borrowing
in order to meet urgent credit requirements of the private sector, brought about
significant changes in the structure of the Bank's assets and liabilities. The result of
this was that the yield of the former went down and the cost of the latter went up.

It is obvious that these trends cannot remain unchecked. The Bank is obliged to
take and is taking all the necessary steps so as not to sustain a loss through credit
expansion. On the other hand, however, the authorities should take into account
the conjunctural change in the demand for credit and foremost the slackened de-
mand for long-term loans, which coincides with the intensified demand for short-
term credit, over and above the reasonable requirements which arise under normal
economic conditions. Perhaps these developments should lead to a re-examination
of the appropriateness of certain credit rules and, more particularly, to an apprecia-
tion of the question whether these rules continue to serve their original purpose
under present conditions.

As was mentioned earlier, with regard to the overloaned firms the Bank continued
the moderate financing of those presumed to be viable. At the same time, senior
officers of the Bank are working hard to spot the deeper causes and assess the ac-
tual size of the needs of the overloaned firms, and to help as much as possible in
the efforts that are being made to arrive at a final solution of the problem. The
Bank is in close touch with the responsible authorities of the Ministry of National
Economy in a joint effort to cope both with particular cases and the overall
problem. Furthermore, it has provided final solutions, either alone or in co-
operation with other banks, to the problems of certain overloaned firms which,
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because of their relatively small size, could be dealt with within the framework of
the banking system.

However, the Bank's basic objective in 1982 was the adoption of all feasible
measures designed to prevent, as far as possible, the worsening of the financial
position of certain large firms and thus to avert their becoming overloaned, too.

It is the Bank’s view that a considerable share of the responsibility for the situation
which has arisen with regard to the overloaned firms, lies also with the banks
themselves. The financing of over-investments in industrial branches which had
visibly been facing considerable structural difficulties for some time — at leaston a
European level —, the granting of short-term credits to cover a large part of invest-
ment funds, the delay in the completion of investments and the wasteful spending
of funds during the construction phase, led to the over-indebtedness of a large
number of firms. Moreover, the banks covered in an unchecked way the short-term
borrowing requirements of enterprises, without prior examination of their stocking
policy and without checking on their buying and selling prices from and to other
countries, nor controlling, however perfunctorily, the firms’ credit policy towards
their customers. All this contributed to the further accumulation of debts at these
enterpises.

It is obvious that avoiding the above mistakes is also the best policy to prevent the
emergence of new overloaned firms. The Bank has already adopted this policy. At
the same time, it has tried to improve the financial structure of certain large and
viable industrial units for the purpose of forestalling, as far as possible, a significant
increase in their financing costs. It must be noted, however, that the Bank’s room
for manoeuvring in this area is limited, which means that its ability to avert the
worsening of the financial structure of certain firms, so as to prevent them from
becoming overloaned, is equally limited.

There remains, however, the problem of the existing overloaned firms and of the
measures required to save those which are viable in every other respect. The close
cooperation between the Bank and the Ministry of National Economy in tackling
the issue has already been mentioned. What should be added here is that it is not
possible to deal with the problem of lessening the implications of excessive
borrowing by a large number of firms — the result of the mistaken policy of their
management, of the banks and of past governments — within the framework of the
banking system alone. For that reason, when shaping the problem’s final solution,
a basic objective will also be to settle in a definitive way the serious liquidity and
profitability questions which the overloaned firms have created to the banks.

Needless to say that the Bank continues in the normal fashion the financing of
sound firms, though taking at the same time all the necessary measures to ensure
the normal development of their capital structure. In this context, the Bank re-
quires that the firms fulfil their current obligations to the Bank on time and, further-
more, service the loan and credit instalments at maturity. This policy serves the
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real interests of the Bank as well as of the firms and at the same time inhibits any
inclination to make improper use of credits either inside or outside the firms.

As was mentioned earlier, special importance was attached by the Bank's
management and staff to the promotion of loans to handicraft. It is possible to out-
line the size of this effort and the car that was taken to satisfy every reasonable
capital requirement of handicraft by quoting certain statistical data. Thus, in 1982
the Bank granted new loans to handicraft amounting to 40.3 billion drachmas as
against 20.8 billion in 1981, i.e. such loans were doubled last year. The number of
loans granted in 1982 is put at 25,600 and therefore the average amount of new
loans to handicraft is calculated at 1,600,000 drachmas. This fact is a clear il-
lustration of the small and medium size of the units that were served by the
National Bank. This observation is further strengthened by the structure of the
balance of the Bank’'s lendings to handicraft at the end of 1982. Thus, out of
49,730 clients who had made use of such credits, until the end of the year,
47,530 (i.e. 95.6%) were owing the Bank up to 5 million drachmas each. A similar
picture emerges with regard to loans under Currency Committee Decision 197/78
where 33,040 out of 34,730 clients (i.e. 95.1%) belong to the same category, i.e.
to those who have a loan balance of up to 5 million drachmas. At the other end of
the scale, there are only 9 clients with a loan balance above 50 million drachmas.
From these data it clearly results that the Bank's loans to handicraft doubled in
1982. At the same time, its policy in regard to hadicraft financing served almost
exclusively the interests of small and medium size firms.

From a sample of 30 branch offices, in the metropolitan area and in the provinces,
which are estifnated to have covered 22% of new loans in 1982 to handicraft,
from the funds under C.C.D. 197/78, the following conclusions can be drawn.
First, in the case of applications coming under the exclusive jurisdiction of the
branches, the rejection rate amounted to 1.1% only. Secondly, of the applications
that, for reasons of jurisdiction, had been referred to the sub-committees of credits
for handicraft, 2.3% were rejected. In effect, therefore, practically all applications
submitted to the Bank for loans under C.C.D. 197/78 in 1982 were met. It should
be noted that this policy, in the last analysis, has been also in the Bank’s own in-
terest, if one takes into account that it contributed to the considerable reduction of
the unused balance of funds of C.C.D. 197/78, the yield on which may not exceed
6%.

Lastly, the Bank’s concern for the largest possible financial support to handicraft
has also found its expression in a global loan from the European Investment Bank,
totalling the equivalent of 1,250 million drachmas. One fifth of this amount has
already been taken up under very favourable terms by the recipients of the loans,
whilst all the necessary steps are being taken so that another fifth of the amount
may be disbursed soon.
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The Bank's policy for coping with the current economic situation and its effects
both on the national economy and on itself has been supplemented by a number of
measures designed to improve, mainly on a long-term basis, its operational ef-
ficiency and its effectiveness. More specifically, with regard to the attraction of
new funds, efforts have been made to further improve the organization and the
functioning of the services being offered to depositors at home and abroad. The
sophisticated administrative decentralization which was inaugurated recently, the
expansion of the Bank’s network at home and abroad, and the examination of the
possibilities for introducing into Greece new forms of deposits are all steps in this
direction. Great importance was also attached to the raising of funds on inter-
national capital markets to finance productive investments of Greek firms
domiciled in Greece. More specifically, in 1982 three loan contracts were signed
between our Bank and the European Investment Bank. Two of these contracts
relate to the financing of the investments of two large Greek manufacturing units.
The third, as was mentioned above, is in the form of a long-term global loan within
the framework of which funds are being used for investments of small and
medium-sized enterprises, which are located mainly outside the metropolitan area
and present the following characteristics: they belong to branches of industry with
a strong growth potential, they create new job opportunities and they take care to
protect the environment. These loans are granted to our Greek clients after the EIB
has satisfied itself that they fulfil its preconditions which, to a large extent, coincide
with ours. The National Bank is responsible for the proper repayment of the loans.
As far as the recipients of the loans are concerned, they obtain investment funds in
foreign currency without having to bear the foreign exchange risks, which are
assumed by the State, whilst having the benefit of the same favourable interest
and repayment terms that apply to long-term investment loans which the Bank
grants from its drachma funds.

The cornerstone of the Bank's long-term considerations in its credit policy is the
adoption of modern lending criteria and the speeding-up of procedures for the
granting of loans. Since the beginning of 1982, the Bank has stressed the impor-
tance that it attaches to the up-dating of lending criteria by shifting the weight
from the firms’ profitability and the collaterals that they offer to their viability and
:growth potential, as well as to the personality and objectives of their owners.

It is, indeed, the National Bank's conviction that the extensive use of these criteria,
apart from creating new relations between creditor and debtor, lead to a sounder
portfolio, a wider spread of credit risks, the smoothing of the recycling of credit
funds, etc., with obvious positive effects on the Bank's profits. From the point of
view of the national economy, the effects are also positive, so much so that the ap-
plication of the new criteria is regarded as one of the preconditions for improving
its structure and securing its steady growth. As will be explairfed in greater detail in
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the next chapter, the Bank has started preparatory work to ensure the necessary
infrastructure for the effective application of the new criteria. At the same time,
however, and this is the most important point, it has gone ahead with laying the
foundations of a new mechanism which leads to this application, despite the dif-
ficulties caused by certain traditional procedures, a deeply ingrained attitude of
mind and the lack of sufficient experience.

After a gradual build-up, which is expected to be completed by mid-1984, all the
Bank's officers, at all levels of responsibility and at all units of the network, will be
applying the new mechanism. The special seminars, which have already started to
train our loan officers in the use of the new criteria, are one of the most essential
preconditions for the proper operation of the new mechanism.

Another important element of the same mechanism which will contribute more
generally to the improved quality of banking services in terms of speed, accuracy,
completeness, etc., will be the reform and extension of the Bank's administrative
decentralization which started with the setting up of the Regional Administrative
Unit of Northern Greece. A decentralized administration — a subject which will
also be presented in greater detail in the next chapter — with the extensive and
substantive jurisdiction accorded to its officers, shortens impressively the time
needed to complete various procedures which, though not involving the client per-
sonally, are of great importance in providing him with a perfect service. More
specifically, in the credit sector the officers concerned are given the chance to
assess more objectively and more speedily the requirements of the firms, utilizing
information and experience gained from the regional market direct without inter-
ference from headquarters.

The combined effect of decentralization and the use of the new lending criteria will
be to shorten by about 70% the time needed for approving and granting a loan.

During the year under review, the Bank also pursued an aggressive policy abroad,
despite the difficulties in foreign markets because of the adverse conjunctural
economic developments. The principal objectives of this policy, naturally, were the
expansion of operations and the greatest possible exploitation of new oppor-
tunities for extending the Bank's presence on the international banking market.
The predominant feature, however, of the policy in 1982 was that, in the course of
pursuing the two aforementioned major objectives, an effort was made to “inter-
nationalize” the Bank in a more substantial way. This internationalization is inten-
ded to go beyond the mere promotion of services usually rendered to its business
and other clients at home and in those countries where its units are operating (e.g.
handling of transactions, providing services to Greek emigrants and seamen, at-
tracting deposits from abroad) and is to be expressed by novel, modern forms of
participation in international banking.
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An important part of this new endeavour is the Bank’s drive to extend its range of
customers beyond the expatriate Greeks who have traditionally formed the basic
nucleus of its clientele abroad and are expected to continue to do so. Judging by
the fact that today about half the transactions of our affiliated banks in the USA
and Canada involve non-Greek customers, it seems that satisfactory progress has
been made in the desired direction.

The exploitation of opportunities on the international foreign exchange markets for
the utilization of foreign currency funds has already become a new and profitable
field of activity for the National Bank, with many possibilities of substantial
progress, subject — of course — to international developments. As far as the Bank's
participation in the international capital market is concerned, it has already been
mentioned that the Bank succeeded in contracting three loans with the European
Investment Bank.

On the other hand, through its network abroad, the National Bank participated in
an international syndicated loan to the Aspropyrgos State Refineries, totalling 105
million pounds sterling. Special mention deserves the fact that the National Bank,
as one of the lead managers of a group of large European and Japanese banking
institutions, assumed the responsibility for providing a syndicated loan, totalling
250 million dollars, to the Public Power Corporation. The Bank also acted as
leading underwriter for the issue of a 50 million ECUs bond loan by Euratom which
was placed successfully on the Euromarket.

These two new forms of activity by the National Bank, which international money
market circles regard as particularly profitable, were undertaken for the first time
by a Greek commercial bank and underline both its prestige abroad and the con-
siderable growth potential of its international operations.

With the same prospect in mind is being examined the possibility to set up abroad
an offshore unit and a special shipping branch in New York. Moreover, it has been
decided to expand the network by seven new units in other important financial
centres abroad, details of which will be given in the next chapter.

The improvement of services offered to shipping, in general, and Greek seamen, in
particular, occupies a central position in the policy pursued by the Bank in its inter-
national activities. The objective of this effort is that the foreign network of the
Bank and in particular its shipping units, in co-operation with their counterparts in
Greece, shall provide effective help and support to Greek shipping — the inter-
national sector par excellence of the Greek economy — both by meeting its
borrowing requirements and by providing all forms of banking services and
facilities.
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B. Credit Activity

Deposits with the Bank of Greece, in drachmas and foreign currencies, witnessed a
high rate of increase in 1982. The balance of deposit accounts in drachma
equivalents reached 777.9 billion drachmas at the end of the year, this amount be-
ing 188.6 billion or 32.0% higher than that in 1981 (increase of 1981: 160.9
billion or 37.6%).

The largest part of this increase came from private deposits in drachmas. More
specifically, savings deposits increased by 75.3 billion drachmas or 28.7% (1981:
74.5 billion or 39.7%), whereas the increase of time deposits was 45.3 billion or
29.7% (1981: 42.1 billion, or 38.2%). However, if one takes into account that ow-
ing to changes in the relative procedure, the balance of time deposits on 31
December 1982 does not include, the interest charges which were calculated on
15.12.82 but relate to 1983 (amounting to about 10 billion drachmas), whereas
the corresponding interest charges are included in the balance on 31.12.81, then
the real increase of time deposits in 1982 amounts to 55.3 billion drachmas or
36.3%. On the basis of this remark time and savings deposits with the Bank in-
creased in 1982 by 130.6 billion drachmas, or 31.5% (1981: 116.6 billion, or
39.1%) and overall private deposits by 134.1 billion or 30.3% {1981: 123.6 hillion
or 38.7%).

Private sight deposits increased by 3.0 billion drachmas or 12.1% (1981: 5.7
billion, or 30.0%). The large increase in 1982 was mainly due to their rise during
the last month of the year. As in 1981, current accounts moved at a faster rate
(+29.2%) with the result that their balance went up from 3.9 billion drachmas at
the end of 1981 to 5.1 billion at the end of 1982,

Deposits in foreign currency also increased at a high rate. At the end of 1982 their
total balance amounted to the equivalent of 153.6 billion drachmas, which ex-
ceeded the previous year's balance by 38.1 billion or 33.0% (increase in 1981:
30.3 billion drachmas or 35.5%). An important part of the increase (60% for 1982
and 50% for 1981) was due to changes in foreign exchange rates. Deposits by
seamen and workers, which form the bulk of foreign currency deposits, increased
by 36.7% (1981: 32.9%) and amounted at the end of 1982 to 134.1 billion
drachmas.

The overall increase of the Bank’s lendings at home was lower in 1982 than in the
year before (27.8% as against 32.0% in 1981). All forms of financing in the private
and public sectors of the economy, together with investments in securities,
Treasury bills and obligatory deposits with the Bank of Greece, which include the
unused balance on such deposits earmarked for loans to handicraft and long-term
industrial loans, increased by 168.3 billion drachmas (1981: 146.5 billion
drachmas). Of this increase, 86.9 billion represents lendings to the private sector
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and 81.4 billion loans and advances to the public sector, which thus took up
48.4% of the Bank's total increase of financing (1981: 42.3%).

The expansion of financing in the private sector consisted almost exclusively of
loans and advances. Their balance, in drachmas and foreign currencies, increased
by 78.5 billion or 22.4% as against 83.7 billion or 31.4% in 1981. The bulk of this
increase (65.4 billion or 83.3% of the total increase) was taken up, as always, by
manufacturing. Worth mentioning is the fast increase of loans to handicraft
(+70.8%) as compared with lendings to industrial and mining firms which noted a
much smaller increase (short-term: +19.1%, long-term: +16.2%).

The financing of public enterprises and entities (lendings and investments in bond
loans) increased in 1982 by 8.2 billion drachmas or 35.0%, as against 4.8 billion
or 25.8% in 1981. A large increase occurred also in the funds that are channelled
to the public sector in the form of Treasury bills, bond loans and obligatory
deposits with the Bank of Greece, which include the unused balance of such funds
earmarked for long-term industrial loans and loans to handicraft. The total balance
of these accounts increased by 73.2 billion or 33.9% (1981: 57.1 billion or
36.0%]); at the end of December 1982 it had reached 288.9 billion drachmas, as
against 215.7 billion in December 1981.

Lendings to industry increased at a lower rate than in 1981. The total balance of
the respective accounts, in drachmas and foreign currencies, increased by 18.4%
(1981: 31.8%); by the end of December 1982, it had reached the equivalent of
278.8 billion drachmas. The largest part of this sum (261.8 billion as against
218.7 billion in 1981) represents drachma lendings.

The decline in production and the limited industrial exports determined in 1982
the demand for short-term credits, which generally fluctuated around lower levels
than in 1981. Short-term lendings for the preparation of exports rose by 10.7
billion drachmas or 17.2%, as against an increase of 14.9 billion or 31.6% in 1981.
At the same time, other short-term lendings to industry marked an increase of
23.7 billion or 20% as against 32.6 billion or 38.1% in the preceding year. Thus,
there was an important slowdown in the rate of increase of overall short-term
lendings to industry (1982: 19.1%, 1981: 35.8%).

The slack investment activity in the industrial sector in 1982 is also reflected in the
decline of demand for long-term funds from the banking system. Thus, long-term
loans, in drachmas and foreign currencies, for capital equipment of industry in-
creased by 9.0 billion drachmas or 16.2% as against 9.3 billion or 20.3% in 1981,
with the result that an increasing part of the National Bank's obligatory deposits
with the Bank of Greece (15% of NBG's own deposits) that are earmarked for
long-term industrial credits, remained blocked at the Central Bank.
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For the second year running, there was an important increase (70.8% as against
63.8% in 1981) in the overall balance of loans to handicraft, which reached 53.3
billion drachmas at the end of December 1982.

More than three-quarters of this sum represent loans out of the special funds sup-
plied under Currency Committee Decision 197/78, which increased by 17.7 billion
drachmas over the preceding year, as against 10.3 billion in 1981. More
specifically, these loans had gone up from 23.0 billion drachmas at the end of
1981 to 40.7 billion at the end of 1982.

As was mentioned earlier in more detail, the Bank strongly promoted loans to han-
dicraft. Within this context, it should be noted that handicraft received as loans not
only the increased sums (over 1981) which resulted from the large rise in deposits
and the higher obligatory deposits with the Bank of Greece (7% instead of the
previous 7% of all deposits), but also a large part of the accumulated unused
balance of the latter from earlier years.

The rate of increase of total credits to trade was lower than in the preceding year.
Their balance went up from 44.3 billion drachmas at the end of 1981 to 50.8
billion in December 1982, i.e. an increase of 6.5 billion drachmas or 14.8% as
against 7.4 billion or 20.2% in 1981.

There are important differences in the development of credits to individual
branches of commerce. Thus, whereas credits to the inland trade increased by 7.2
billion drachmas or 27.8%, lendings to the tobacco trade, where both demand for
credits and their repayment are affected by the starting date of the export season,
which differs from year to year, fell by 1.7 billion drachmas or 15.3%, because of
increased repayments in 1982 as compared with 1981. The financing of the ex-
port trade, which is linked to the exports of agricultural products, increased by 1.0
billion drachmas or 17.7%. Lastly, lendings to the import trade remained virtually
stagnant (+1.8%).

The continued international economic crisis and the restrictive credit policy
followed in most countries inevitably affected the operations of the Bank's inter-
national network of branches and of its affiliated banks abroad. At the end of
1982, deposits by individual clients and banks with our branches abroad amoun-
ted to the equivalent of $766 million and financings to the equivalent of $712
million. With regard to our affiliated banks, deposits amounted to the equivalent of
$639 million and financings to the equivalent of $765 million. (The various
currencies have been converted into US dollars on the basis of year-end parities.)

Thanks to their high quality and compaetitive prices
Greek cables are fast and steadily penetrating into
foreign markets,
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)emarkable progress has also been made in the
ast few years by Greek electronic industry.

V. Modernization and adjustment of
the Bank to the new conditions

The multi-faceted activities of the National Bank of Greece at home and abroad re-
quire the continuing modernization of its productive mechanism. Modernization
assumes even greater significance now that Greece finds itself at a crucial turning
point in its economic history. It is for this reason that the Bank has embarked on a
broad scale modernization programme of its credit mechanism and, at the same
time, its operational reorganization.

The progress which is being made in this respect affords the Bank the opportunity
to adapt itself to the conditions that are arising from the development and the
orientation of the Greek economy and to successfully carry out its mission.

Being fully aware of the increased responsibilities of the National Bank, the leading
Greek credit institution, the present Administration attributes prime importance to
the steady improvement of its organizational and operational framework and the
modernization of its mechanisms. The programme under way for the radical revi-
sion of the administrative and organizational system has as its overall objectives
the rationalization of the posting of personnel and assignment of responsibilities,
the extension of the domestic and foreign network manned with properly trained
personnel and supplied with modern technological equipment, and the simplifica-
tion of transactions.

First priority is given to the extension of administrative decentralization. This objec-
tive is being promoted at a rapid pace through greater dispersal of the
decision’'mning centres, the increase of the powers of regional officers and, mainly,
through the creation of large administrative units in various parts of the country,
endowing them with the broadest powers. These regional administrative units will
not only be of decisive importance to the Bank by enabling it to respond to the in-
creased demands of our times, but will also determine the extent to which its
decentralization programme has been successful. This programme will ensure
greater flexibility, more effective management and the regional development of
business. Behind all these efforts, however, is the Bank's wish to contribute in a
more substantial way towards the Government's drive to strengthen regional in-
frastructure, to further mobilize enterprising and productive forces and achieve a
balanced economic and social development of the centre and the provinces.

The second objective, which weighs heavily on the successful implementation of
the new credit policy of the Bank and especially of the criteria for evaluating the
borrowing requirements of clients, is the proper training of those of its officers who
are handling loans and advances. To this end, a series of high-level seminars are
being held and are attended by officers from the entire network. Upon completion
of the course these officers will become the agents for the modernization of financ-

ing operations.
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The direction towards which the Bank is mainly turning in its effort to improve its
administrative mechanism is the broad and in-depth restructuring of the organiza-
tional set-up of its Central Departments. The purpose of this is to secure the most
suitable organizational form, as the case may be, so as to be able to fully monitor
and effectively promote its business operations.

The measures taken into this effect simplify the procedures hitherto applied by the
Central Departments, facilitate the application of modern administrative methods
and, in general, improve the Bank’s administrative mechanism. This results in the
better utilization of its factors of production. Special efforts are being made to
reshuffle services properly, to broaden the sectors of specialized activity and to
avoid overlapping of responsibilities. This will be effected by means of new regula-
tions to specify precisely the responsibilities and the operational framework of
each administrative unit.

The focal point of administrative modernization, however, lies in the wider decen-
tralization of the Bank’s activities. A decisive step in this direction has been the re-
cent decision of the Bank’s Administration to set up Regional Administrative Units,

These new Administrative Units will be vested with broad powers affecting the en-
tire range of operations, administrative duties, and labour relations, enabling them
to examine and settle most of the issues arising at the local level without the inter-
vention of the Central Departments. They will also attain operational indepen-
dence, within a framework defined by the Bank’'s overall policy.

During the first phase of the new effort towards decentralization, the Regional Ad-
ministrative Unit of Northern Greece was set up in Thessaloniki and started opera-
tions. Its main object is the administrative supervision of, and the assumption of
responsibilities for the operations of the Bank's network in Northern Greece in all
fields of banking activity. Under its jurisdiction are the Regional division and the
Central Office of Thessaloniki as well as about 90 branches which are under the
supervision of the Regional divisions of Thessaloniki, Central and Western
Macedonia, East Macedonia and Thrace, and are handling approximately 20% of
the Bank’'s total business.

The setting up of the above Unit in this vital area is bound to have favourable
repercussions on the promotion of business based on developmental criteria, and
on the services rendered to our clientele. The most outstanding advantages to be
gained are: speed in decision-making and implementation of decisions; improved
evaluation of loan applications and considerable saving of time in transacting
many banking operations, especially of credit procedures; also, a more effective
tackling of any problem that may arise. It is estimated that the new Unit will
decide, on its own and without interference of Central Departments, on 80-85% of
all applications for loans in Northern Greece, while all other banking business
operations will come within the domain of its exclusive responsibility. Moreover,
thanks to specially trained officers, it will be able to provide legal and technical
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support, when necessary, and will handle matters concerning staff, marketing,
public relations, premises, etc.

The Administration has shown its utmost concern for the continuing upgrading of
the professional and educational level of its personnel. A boost in productivity, im-
provement of the quality of work and, in general, the performance of banking
operations in an increasingly demanding environment are closely related to the
education and professional competence of employees.

" On the basis of the above, the development of a programme for professional and
advanced training of personnel is considered a fundamental goal of the Bank. The
fact that the Bank's Administration follows up and promotes systematically all
educational matters of the personnel is an expression of its intention to improve
and raise the educational standards of its employees. In this way it will become
possible to meet more effectively the needs of the Bank for a well-trained staff,
needs which have been made more pressing by the growth of the volume and the
complexity of transactions as well as by the expansion of the Bank’s network and
the intensification of its international activities.

Vocational education is governed by the principle of continuing training and ap-
plies to everyone irrespective of length of time in service, position or respon-
sibilities. Thus, when an employee is hired, he undergoes preparatory training to
familiarize himself with job requirements, while later on in his career he will take
up highly specialized educational courses which provide him with a theoretical
background and practical knowledge that he needs to carry out his duties suc-
cessfully. It should be noted that these programmes are drawn up after a careful
assessment of the needs, trends and developments in the area of banking techni-
ques and a precise determination of the Bank's objectives.

In its effort to create the proper infrastructure in manpower that will be capable of
effectively implementing the new lending criteria and in general motivated by a
new banking attitude, the Bank has held since the beginning of last April three-
month seminars which provide advanced training for officers who handle loans
and advances. It is estimated that a year from now almost 250 such officers will
have attended the above series of seminars and will have acquired the knowledge
needed for successfully carrying out the new credit policy of the Bank which is fully
in line with the Government's objectives, namely, to provide financial support to
sound entrepreneurial forces and to channel credits to productive activities.

Aside from the courses organized and offered within the Bank, a large number of
employees are given financial support to pursue special studies at various educa-
tional institutions in Greece, to learn foreign languages, and to participate in
seminars offered by various organizations for the purpose of acquiring knowledge
applicable to the object of their work. It should also be pointed out that staff are
being sent abroad to further their studies not only on strictly banking topics but
also on other specialized subjects, as well as for post-graduate studies.
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Besides upgrading the professional standing of its personnel, the Bank is also aim-
ing at properly utilizing its staff which constitutes a key factor in the improvement
of productivity. The scientific methods of evaluation and selection used by the
Bank for this purpose have helped place people in positions pertinent to their
qualifications and special interests. The application of these methods, apart from
ensuring the effective utilization of employees also affects favourably their
prospects for professional advancement.

The fulfillment of the Bank's important task would be impossible without the
dedication and toil of its personnel which constitutes as always the principal factor
of production. Indeed, despite the increased utilization of up-to-date equipment,
the role of the human element is still of prime importance as regards the smooth
functioning of the Bank, its progress and the achievement of its objectives.

Being fully aware of the above, the Administration is seeking to create conditions
for its staff conducive to the better performance of their duties. The Bank's keen in-
terest in the welfare of its staff is reflected by the series of steps and measures,
which have been taken so far and are aimed at improving working conditions and
enhancing advancement opportunities as well as the status of the employees of
the Bank.

In this context we would mention the implementation of the unified payroll system
and the completion of the grading of employees in accordance with same. This
system, aside from other benefits, ensures uniform and regular pay increases up to
the rank of assistant manager for all staff members.

In this connection should be mentioned also the attainment of permanency for
temporary employees working under cbntract, the increase in bank positions and
the recognition of the length of service under temporary status — especially vital to
the professional development — the new merit rating system which ensures
greater objectivity, and the recognition of previous service in the public sector and
other organizations. These measures create the prerequisites for leaving em-
ployees undisturbed to perform their duties within a modernizing and growing
bank.

At this point we would like to underline the diligence, devotion and deep sense of
responsibility on the part of the employees of the National Bank of Greece who
represent the vital element in the long tradition of this country’s foremost credit in-
stitution. These very same qualities they have shown also last year. The Ad-
ministration has a first-hand knowledge of the competence, zeal and willingness of
the staff to work and feels urged to thank them for the assistance they have of-
fered it in the whole period under review. For this reason, we are certain that the
General Meeting of Shareholders, recognizing the staff's prime role towards the
Bank's progress, will express their full satisfaction with their work.
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In order to make a more effective contribution towards meeting the growing de-
mand for banking services and also to attract and utilize savings for the benefit of
the developing economy, the Bank is implementing a programme for the expan-
sion of its network in Greece. A further objective of this programme is to enable
our customers to conduct their business on the spot, and improve the services
provided to small and medium-sized enterprises, tradesmen and the public at
large.

The expansion of the network is being carried out by stages within a framework
defined by the monetary authorities and after a careful analysis of all the socio-
economic conditions of the area where the units are to be established and after
taking into account information supplied by the overall government programmes
which concern the prospects and the projected development of particular regions.

This process ultimately leads to the selection of the most suitable form and struc-
ture of the new units. The result of this is that these units are more flexible, operate
under more favourable conditions and are better adapted to present but also future
needs of the region in which they are established. Thus, besides branch offices
which handle all lines of banking business, are being set up new sub-branches,
seasonal offices, mobile banks and travelling teams. Particular emphasis is given
to the expansion of the regional network, something which offers yet another
manifestation of the Bank’s desire to strengthen local markets and to make a more
effective contribution to decentralization and regional development.

In the course of 1982, twenty-five new branches and sub-branches were opened
mainly in the provinces, so that the domestic network, by the end of 1982, num-
bered 412 units, to which two more were added during the first five months of
1983. At the same time, four travelling teams and one correspondent started to of-
fer their services to inhabitants of the most remote areas, while in special cases
many temporary exchange bureaux were opened to provide services to delegates
attending international conventions and to tourists in general,

The development of the Bank’s electronic infrastructure is a distinctive feature of
the modernization of its operational mechanism. At a time when computers cover
a considerable portion of the productive process on a global scale, the Bank, a
pioneer as always, places great emphasis on electronic data processing (EDP)
which is increasingly becoming an essential factor towards further progress and
the realization of its objectives both present and future.

In this context the Bank is making a continuous effort to reinforce and modernize
its electronic equipment, to embody the latest systems in the existing operational
mechanism and overhaul the old one still in use. The selection of EDP equipment
and systems is carried out after a thorough examination of international develop-
ments in the field of informatigue, the exact specification of the Bank's needs and
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a careful planning so as to be in line with current thinking and obtain the desired
results.

At the same time, the Bank is seeking to fully utilize electronic equipment, expand
electronic data processing to cover all fields of the Bank's activities and to decen-
tralize its EDP system. Progress in EDP enables the Bank to extend its activities
easily in old and new lines of business and to improve conditions for carrying out
business transactions.

Electronic data processing has a positive bearing on productivity, on the cost of
operation and the qualitative improvement of services. On the other hand, by en-
suring the exactness of the entries and considerably reducing the time of data
processing and of handling transactions, it releases the human factor from a heavy
volume of work load. In this way, co-operation between the Bank’s officers and the
most demanding customer on an interpersonal level is made easier. Thanks to its
great possibilities, EDP enables the Bank to undertake a greater variety of business
which usually transcend the narrow scope of traditional bank services. These ser-
vices satisfy present-day banking and social needs of a great number of customers,
something which would have been uneconomical by conventional means.

The continuous alignment of the Bank with developments in the technical and
organizational field, together with the upgrading of the performance of its staff,
create the prerequisites for continuing improvement of procedures. The simplifica-
tion, the cutting down of red tape, the safety and, in particular, the automation of
transactions are the most characteristic examples of improvements which lead to
better service to the customer.

Furthermore, the application of the teleprocessing system is the most important
manifestation of automation. This system, especially in its most perfected form,
ensures substantial benefits to the Bank and its customers and is being extended
gradually. In the context of a long-term plan, the entire network will be linked with
the teleprocessing system, which will be adapted so as to handle other transac-
tions in addition to deposits.

The teleprocessing system, in the year under review, has been put into operation in
twenty-four units of our network. In 1983, this trend is continuing at a very rapid
pace and during the first five months 18 more units were linked up with it. Today
one hundred and fifty-five of some of the more important units of the Bank ‘are
successfully using the teleprocessing system for servicing 2,012,000 deposit ac-
counts with nearly eleven million transactions annually.

The new forms of crime, recently reported in our country, call for considerable
spending on the reinforcement of security measures in order to enable the Bank to
effectively protect the lives and property of its customers and staff and to ensure
the safe transport of money.

Thus, in the year just ended, the Bank reinforced its security forces with additional
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staff and saw to it that they received proper training. In addition, it improved and
extended the alarm system which operates around the clock in the units, com-
pleted the installation of a closed T.V. circuit which operates on a 24-hour basis in
all central units, and supplied security staff of large branches with adequate means
for the more effective performance of their duties.

On the other hand, in order to protect the transfer of money, the Bank has
purchased and is already deploying a large number of armoured cars equipped
with a long-range telecommunication system.

Finally, new fire-fighting equipment has been installed and the staff has been in-
structed on its use in case of emergency, so as to minimize the risk of fire.

The Administration’s keen interest to extend the Bank's presence abroad and to in-
tensify the activities of its foreign network, as well as the aims of its policy which is
being implemented in this field, has been mentioned in detail in the previous chap-
ter.

As part of the implementation of this policy, Atlantic Bank of New York opened
two branches in New York in 1982, while in Canada a new subsidiary bank under
the name of National Bank of Greece (Canada) has already started operations. The
new bank resulted from the merger of Hellenic Canadian Trust and NBG Enter-
prises Ltd and is operating three offices in Montreal. The National Bank's represen-
tative office in that city was closed.

At the same time, the establishment of an agency of the Bank in Stuttgart, of a
banking unit in Brussels, two units in Australia and another two in Boston, a shipp-
ing unit in New York and the conversion of our Toronto office to a full-fledged
branch are under consideration.

Today, the National Bank of Greece is represented abroad — mainly in major finan-
cial and shipping centers and in cities with large Greek communities — by forty-five
units owned by itself or by its affiliates, with a total staff of 1,105 people.

The increased international presence of the Bank is accompanied by a
corresponding effort to improve the foreign network, equip it with up-to-date
machinery, to man it with properly trained and numerically adequate staff and
modernize its operational methods so as to ensure the steady development of its
activities. Furthermore, every effort is being made to achieve maximum utilization
of the network’s potential, of the credit-worthiness and international reputation of
the Bank and of its close relations with the largest credit institutions of the world
to the benefit of the Greek economy.

International netwoik
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Greek rubber and plastics industry, which includes
a number of up-to-date manufacturing plants, is
able to produce internationally pioneering goods.

VI. Subsidiaries and Affiliates

The contribution of the National Bank to the economic and social progress of the
country is supplemented by the activities of affiliated companies. These companies
were set up by the Bank in the course of its long and creative history and are work-
ing together with the Bank at home and abroad for the promotion of its many-
sided operations in vital sectors of the economy.

Thus, the National Bank, as is the case with other large foreign banks, forms the
nucleus of a group comprising a great number of well-organized enterprises in-
cluding credit institutions, insurance, hotel and manufacturing enterprises.

The Bank’'s policy is basically aimed at adjusting the activities of the affiliated com-
panies to those of the Bank within the framework of its long-term economic objec-
tives as they evolve today under the new policy orientations. In this connection the
Bank's aims are to improve organization, boost productivity, increase specializa-
tion, further broaden the range of services and effectively utilize the potential of
the affiliated companies having as a basic objective the further economic develop-
ment and progress of the country.

In implementing this policy, the Bank is fully in line with the new government
policy which implies planned and co-ordinated action in strategic sectors of the
economy. Thus, it actively participates in the establishment of new productive
units and in the restructuring of old ones which are clearly of social importance
and contribute to the qualitative and quantitative improvement of the productive
infrastructure. The Bank's efforts to restructure LARCO and PYR-CAL must be
seen in that light. The significance of exercising a social control over these com-
panies which occupy a dominant role in key industrial sectors, exploiting the
mineral resources and strengthening the defence of the country, is quite evident.

In the credit sector, affiliated companies carry out basic banking business or
provide services both at home and abroad which meet the special needs of the
business community and the public at large.

During the year under review NIBID's business operations were affected generally
by the slackness of investment interest which began to surge up in June 1982
when L. 1262/82 took effect. Most of the approved programmes concern invest-
ments aimed at modernization, increase in productivity and enhancement of com-
petitiveness, which can be immediately implemented and be successful.

Total financing, in the form of long-term loans and equity participation, rose by
18.5% and amounted to Drs. 26.3 billion as against Drs. 22.2 billion in 1981.
Ninety-five percent of the increase in credit was channelled into manufacturing
companies which use mainly local raw materials and are export oriented.

Total approvals for new, long-term loans reached Drs. 2.5 billion, three quarters of
which concerned projects in areas outside Attica.

.NIBID's‘totaI capital for financing its operations increased by Drs. 5.6 billion. Of
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this increase, Drs. 3.2 billion, or 56%, was raised on the domestic market through
the issue of bank debentures which are becoming a very important source of funds
from the saving public direct, and Drs. 2.4 billion or 44% was raised from foreign
sources, mainly from the European Investment Bank. Lastly, NIBID increased its
own capital, pursuant to L. 1249/82 by Drs. 1.1 billion derived from the capitaliza-
tion of the plus value of its real estate and the value of bonus shares from affiliates.

Traders’ Credit Bank is continuously expanding its business and improving its com-
petitive position in the Greek banking market. In 1982 deposits rose by 38%
reaching Drs. 6,881 million by the end of the year. Its loans and advances in-
creased by 36% and at the end of the year amounted to Drs. 3.415 million.

More specifically, it should be pointed out that the outstanding balance on its
loans to handicraft, from the special fund set up under Currency Committee Deci-
sion 197/78, more than doubled in the year under review while those on invest-
ments rose by 80%. Lastly, with the establishment of one branch and two sub-
branches in 1982 and the computerization of its operations, prospects for 1983
are indeed looking up.

National Housing Bank of Greece (formerly Mortgage Bank) was also active in
1882, making available long-term loans to private persons, on an amartization
basis, for the purchase, construction, completion and repair of houses. At the end
of the year under review the balance on its loans and advances totalled Drs.
5,653 million, an increase of Drs. 1,300 million or 30% over the previous year end.
A significant part of this increase, namely, Drs. 834 million was given to earth-
quake and flood victims, while Drs. 212 million was loaned to Greek seamen and
workers. Profits, before taxes and provisions, amounted to Drs. 90 million as
against Drs. 51.5 million in 1981, i.e. they showed an increase of 74%. The effort
of this bank to strengthen its financing base was successful in 1982. The second
series of bank debentures which it issued, worth Drs. 500 million, was fully taken
up. On the other hand, arrangements are being made for setting up a housing sav-
ings department and establishing a new branch at a central location in Athens dur-
ing 1983.

Arab Hellenic Bank in its third year of operation (1982) registered an upsurge in
business turnover. The individual items on its balance sheet and the results were
most satisfactory. Specifically, deposits in foreign currency — which virtually con-
stitute the only source of its funds (84% of its liabilities) — increased by the e-
quivalent of Drs. 4 billion or 50% and its lendings in drachmas and foreign curren-
cies by the equivalent of Drs. 1.1 billion or 49%.

Nearly half of the increase is accounted for by changes in the exchange rates. It
should be noted that export and import credits, in particular, registered a spec-
tacular growth (nearly quadrupled) and represented approx. 40% of total loans and
advances.
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National Management and Organization is a company specializing in consumer
credit with finance from, and for account of the National Bank. In the course of
1982 it granted loans amounting to Drs. 4.3 billion. Also, it issued 6,000 new
credit cards (Ethnocarta), the total number of which has already exceeded 60,000.
Similary there was an expansion of 28% in the business of foreign credit card ser-
vice and the corresponding inflow of foreign exchange which amounted to more
than the equivalent of Drs. 700 million.

During the year under review the company improved its organizational and
operational structure, introduced new internal regulations and as from the current
year new accounting methods have been applied. Furthermore, it has raised to a
great extent the credit lines of Ethnocarta holders and revised upwards the limits
of transactions for cardholders dealing with cooperating establishments.

“Delos” Mutual Fund operated under the adverse conditions of the international
and Greek capital market. Despite this, the Fund was able to realize substantial
gains by taking advantage of every possible opportunity for the improvement of
the structure of its investments. At the same time, by playing a stabilizing role it
contributed significantly to the support of share prices on the Athens Stock Ex-
change. Thus, quotations for its units were constantly above the corresponding
general price index of the Stock Exchange. This development confirms the
soundness of its portfolio.

On 31 December 1982 the “Delos” unit price exceeded by 7.5% the cor-
responding one at the previous year end and the company realized net profits of
Drs. 183 million, compared with Drs. 168 million in 1981. The dividend distribut-
ed for 1982 reached 60 Drs. per unit and unit-holders were given the opportunity
to capitalize their profits free of charge.

Under the same market conditions National Portfolio Investment Co. was very ac-
tive in its second year of operation. Net profits amounted to Drs. 253 million as
against Drs. 246 million for the immediately preceding period of operation which,
it should be mentioned, included 17 months. The increase of the company’s capital
at the end of 1982 enabled it to broaden its investment base with the acquisition
of sound securities with steady yield.

Atlantic Bank of New York, — the chief representative of the National Bank on the
American banking market — engages in all forms of banking business. In this way it
contributes to the promotion of Greek economic ties with the American business
community and renders valuable services to Greek expatriates and the shipping in-

dustry.

At the end of the year under review the balance on its deposits amounted to
$446.2 million, while lendings totalled $282.2m and all other forms of invest-
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ments $150.4 million. On the other hand, the establishment of two new branches
in Flushing and on Broadway, New York, are expected to have favourable reper-
cussions on the further development of its business operations.

National Bank of Greece (Canada) resulted from the merger of Hellenic Canadian
Trust and NBG Enterprises Ltd and engages in all banking business. In the 7-
month period of its operation in 1982 it provided, through its three offices, ser-
vices to Greek expatriates and Canadian businessmen engaging in business in
Greece. By the end of the year the balance on its deposit accounts amounted to
Can$48.4 million, while loans and advances reached Can$29.3 million.

The South African Bank of Athens has been operating for many years in South
Africa thus serving the Greek community in that country, as well as foreigners who
deal with the business community of Greece, through its six branches which are
located in the major financial centres of South Africa in addition to one more which
opened in the first days of 1983 in Germinston. At the end of 1982 the balance on
its deposits stood at R37.2 million and on loans and advances at R36.8 million.

Banqgue Nationale de Gréce (France) has been operating in Paris for the third con-
secutive year, providing banking services mainly to Greek and French citizens who
maintain business relations with Greece.

Deposits amounted to FF 1.529 million at the end of 1982 as against FF 1,333
million in 1981, while loans and advances reached FF 1,663 million, compared
with FF 1,553m in the previous year.

On the insurance market, the National Bank is represented by three companies,
two of which rank among the largest in the insurance sector and are well known
for their financial strength, sound infrastructure, dynamism, credit-worthiness and
high quality of services offered to their large clientele. These companies, by pursu-
ing an active portfolio policy, play a key role in the insurance market, while at the
same time they develop a vigorous investment activity. Their operations were af-
fected in 1982 by the impact of the overall economic recession both at home and
abroad. On the other hand, the recent government measures affecting the in-
surance sector, create the necessary conditions for the improvement of their
operations and their gradual harmonization with Community law.

The affiliated company “ETHNIKI" is the biggest Greek insurance company. It dis-
poses of a large network of branches and agencies in all parts of the country and
an experienced personnel. Its operations, thanks to the high degree of the com-
pany’s competitiveness, are expanding both at home and abroad.

In the year that just ended, the company, aiming at maximizing its contribution to
society, proceeded to further modernizing and improving its services. Efforts at

60




Subsidiaries and Affiliates

modernizing its operations, in spite of their long-term character, affected
favourably the company’s operations in 1982. Premium receipts exceeded Drs. 5
billion, i.e. 16.6% above those of 1981, and insurance claim settlements paid to
customers amounted to Drs. 3 billion. Its share capital, under L. 1249/82 more
than doubled owing to the capitalization of the plus value of its real estate and now
stands at a total of 3.6 billion against 1.4 billion at the end of 1981. Finally, its
technical reserves increased by 17.7% to more than Drs. 4 billion.

“ASTIR" is one of the largest insurance companies in Greece and covers all lines of
insurance business in Greece and Cyprus. In the last few years it has extended its
operations to Western Europe as well. Premium receipts in 1982 rose by 6% in
relation to 1981 and reached Drs. 2,140 million. Indemnity payments to third par-
ties amounted to Drs. 1,088 million as against Drs. 1,459 million in 1981. Its net
position in 1982 — with the capitalization of the plus value of its real estate
(L. 1249/82) — more than quadrupled and amounted to Drs. 2,106 million as com-
pared with Drs. 510 million in 1981.

The company engages in the insurance and reinsurance of ships and aircraft at
home and abroad, its clientele mainly consisting of Greek shipowners. The opera-
tions and results of the company were influenced by the adverse conditions which
prevailed in the freight market during 1982. Its turnover rose to $9.8 million as
against $9.4 million in 1981. The difference between losses and premium receipts
precipitated a negative balance which amounted to $1.6 million thus resulting in
the reduction of its technical reserves by an amount equal to $0.4 million.

The National Bank of Greece is making a large contribution to the development of
Greek tourism which is especially significant for the Greek economy. This contribu-
tion, aside from the financial support that the Bank lends to tourist units, is
manifested in the assistance it has given to the programmes of the hotel group
“ASTIR™.

"ASTIR” operates a number of modern and well-run hotels offering high-class ser-
vice to tourists. In 1982, overnight stays at its hotels exceeded half a million and
total receipts amounted to Drs. 1,809 million. Specifically, Drs. 1,208 million were
derived from “ASTIR” SA, 378 million from the Grand Hotel Summer Palace SA in
Rhodes, and 223 million drachmas from “PHEAX" Corfu. On the other hand, two
new hotels are being built in central Athens and one in Vouliagmeni which are ex-
pected to be completed and become fully operational this summer.

General Warehouses of Greece and Ethnodata SA belong to this category.

In 1982, General Warehouses of Greece continued to provide industry and trade
with valuable services. New warehouses were built in the industrial zone of Volos
as part of its modernization programme, and metallic granaries with a 30,000
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— ton capacity were installed in the area of Larissa on a plot owned by it.

Its modern storage facilities comprise sheltered warehouses with a storage
capacity of 450,000 m?, open-air storage space on an area of 140,000m? and
hundreds of private storage rooms operating as branches in every part of the coun-
try. The total volume of goods handled by the company in 1982 amounted to I
million tons.

At the same time the company is promoting an investment programme aimed at
creating a large capacity merchandise storage centre in the Attica area. This
storage centre will provide important services in the field of delivery storage,
customs clearance and distribution of goods, and will ultimately benefit Greek
economy in more ways than one.

Ethnodata was founded with the objective of meeting the needs of private and
public enterprises for more reliable and updated information and is in the process
of being reorganized and reorienting its activities in order to carry out its business
operations more effectively.

The National Bank also participates in a large number of business enterprises,
mainly industrial, and in some it is represented on the Board of Directors by its ex-
perienced officers. Thus, along with the services and the support it provides them,
the Bank always keeps abreast of economic and business developments.

During 1982 HIMIC was mainly preoccupied with the supervision, smooth
functioning of its subsidiaries and the implementation of their investment pro-
grammes.

The exploitation of Mesolonghi salt works by the subsidiary “Mesolonghi Salt-
pans” continued through various improvements while it has decided to embark on
an expansion programme to be carried out in two stages in order to meet the
growing demands mainly of the local market.

Also, Greek Ferroalloy Co is promoting the development of the chromite mine in
the Skoumtsa-Kozani area and has laid the foundations for an enrichment plant in
the same area. On the other hand, however, the basic installations of an iron-
chrome plant at Almyros-Magnesia, with a 40,000 tons processing capacity per
year, have been completed and are currently in operation.

Lastly, it should be noted that after a thorough study, the Government has decided
to cancel plans for the construction of a petro-chemical complex which under the
circumstances was deemed uneconomical.

Neorion is a major ship-yard for building and repairing ships, operating in Syros
with modern installations, and its prospects are very promising. In 1982, despite
the continuing shipping crisis, it repaired 97 ships with a total tonnage of 2.3
million dwt, and secured steady employment for a work force of nearly 1,300 neo-
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ple. In the year under review, the company invested Drs. 239 million in order to
overhaul the mechanical equipment on its installations, while for 1983 it is plan-
ning to proceed with a further expansion of its facilities.

The Bank’s participation in the cultural life of the country has been quite substan-
tial. Its manifold activities extend into areas of intellectual and social interest and
contribute towards the promotion of the arts and sciences.

The events organized by the Bank in the framework of its cultural activities are well
known for their high standard. Special efforts are being made to hold such events
in the provinces so as to add colour to life in rural areas as well as momentum to
the decentralization drive. It should be noted that these programmes are chosen
with the aim of further broadening the cultural and intellectual horizons of the peo-
ple and establishing closer social relations.

During the past year the National Bank organized or participated in exhibitions and
lectures at home and abroad concerning its own achievements and those of the
Greek business community as well as works and themes from our national
heritage.

Especially significant is the activity connected with the renovation and restoration
of buildings which stand out for their elegance and simplicity and characterize our
architectural tradition. In this connection, repair works are under way in two such
buildings designed by Ziller, i.e. the Fifth High School in Thessaloniki and the old
central post office in Athens.

The Bank's activities in the cultural sector were supplemented by a series of multi-
vision programmes which were shown in many parts of the country where they
were favourably received. The 1983 wall-calendar featuring pictures of interiors in
traditional Greek homes has been well received by art lovers.

The major agency of the Bank's cultural activities is its Educational Foundation.
During 1982 the Foundation continued the publication of original writings or
translations of outstanding literary works referring to historical, cultural, and
economic topics. More specifically, 10 new publications were issued and four
books which were out of print were reprinted. This year it is expected that 24 new
books will be published, most of which are part of the series “General Education
Library”. Indicative of the high standard of these publications is the use of seven
books as text-books by colleges and universities.

The Historical and Palaeological Archives of the Foundation charged with the
preservation of the cultural treasures of Greece, continued its programme of
microfilming rare manuscripts which are thus made accessible for research to
specialized scholars. This year there are plans for filming the archives concerning
the Macedonian War, a contribution of national significance.

In 1982 an exhibition was held featuring works from the Art Gallery of the
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Educational Foundation, which is expected to reopen in the autumn enriched with
new works of art. Finally, the Educational Foundation plans to extend its cultural
activities to Cyprus by organizing art exhibitions and lectures by outstanding
speakers in the major cities of Cyprus.

Traditional Greek agricultural products are pro-
cessed by many industries. Fruit and vegetable
preserves and a variety of other foodstuffs are ex-
ported in large quantities lo European and Arab
countries.
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In recent years Greek agricultural machines have

contributed to g the d of the
country on imports and have become an ap-

preciable export item.
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Analysis of Balance Sheet
nd Results for 1982

The Bank's business operations expanded substantially in 1982. The balance sheet
total, including contra accounts, reached the amount of Drs. 1,207,446.8 million
on 31 December 1982 which compares with Drs. 942,262.3m in the previous
year. Of the Drs. 265,184.5 million increase, 247,439.1m concerns the balance
sheet accounts (+32.1%), while the remainder of 17,745.4m refers to contra ac-
counts (+10.4%). The changes in the major accounts are set forth below.

The items under the heading "Available funds” totalled Drs. 397,667.5 million on
31 December 1982, showing an increase of Drs. 115,256.0m over 1981. Eighty-
one percent (81,2%) of the above increase is accounted for by the increase in our
obligatory deposits with the Bank of Greece and Treasury bill holdings. The
remainder of the total increase was due to the increase in our availabilities at home
and abroad.

The increases were as follows:

Obligatory deposits with the Bank of Greece and

Treasury bills Drs. 81,104.8m
Obligatory deposit of 15% for medium and

long-term loans » 12,469.7m
Inland availabilities » 13.737.:2m
Foreign availabilities » 7,944.3m
Total increase Drs. 115,256.0m

Outstanding loans and advances
on 31 December 1981 totalled Drs. 394,187.9m
and on 31 December 1982 amounted to » 477,650.3m

Thus, there was an increase of Drs. 83,462.4 million or 21.2% within last year, as
against Drs. 92,201.0m or 30.5% in 1981. More specifically, credits granted by
our domestic branches rose by 80,982m or 22.0% while those by our foreign
branches rose by the equivalent of Drs. 2,480m or 9.7%. Of the increase in inland
financing during 1982 an amount of Drs. 78,856m concerns drachma loans and
2,126m loans in foreign currencies.

Portfolio of Securities

The book value of the Bank's portfolio amounted to Drs. 35,320.9 million on 31
December 1982, as against Drs. 24,940.5m on the corresponding date of 1981.
Thus, there was an increase of Drs. 10,380.4m or 41.6% compared with
5,378.1m or 27.5% in 1981.
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This increase is the net effect of the portfolio changes set out

Plus:

Participation in equity of companies in cash
of which:

National Portfolio Investment Company  Drs.

Astir Hotel Company SA »
Larco SA »
Purchase of shares of various companies
Bonus shares acquired under L.1249/82
Increase in the nominal value of shares

of various companies in accordance

with L.1249/82

Purchase of part of the PPC Bond Loan
1982 (from the 2.5% reserve requirement
for loans to public utilities)

Difference in the price of securities

in foreign currencies

Minus:

Sale of shares

Sale and redemption of bonds of
National Loans and Legal Entities
Redemption of bonds of the Greek

Telecommunications Organization, Public Power

Corporation, National Development Loans
Increase in commitments for

instalments against equity participation
in various companies

Decrease in the portfolio of our branch
offices abroad

Net increase

Real Estate

1,049.1m
700.0m
787.6m

Drs.

below:

2,936.4m

147.6m

1,876.4m

2,463.0m

4,365.0m

170.5m

11,958.9m

180.0m

236.0m

278.4m

821.1m

63.0m

1,678.56m

10,380.4m

The balance on the Bank's real estate account, after deduction of depreciation,

rose by Drs. 12,848.1 million during 1982.
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The following changes took place:
Plus:

From readjustment of the value of real
estate according to L.1249/82 (includes
a sum of Drs. 807.9 million from

the sale of a building at a price

below its book value) Drs. 13,681.3m
Expenditure for the purchase

of new branch offices » 415.0m
Properties acquired at auctions » 305.2m

Expenditure for the completion and

improvement of branch

offices and taxes » 260.4m
Branches abroad » 53.2m

Drs. 14,615.1m

Minus:

Sale of real estate Drs. 538.5m
Difference mainly resulting from
the sale to the State of a building

at a price below its book value » 763.4m
Depreciation » 465.1m

Drs. 1,767.0m
Net increase Drs. 12,848.1m

Fixtures, Office Furniture and Equipment

The balance on the “Fixtures, Office Furniture and Other Equipment” account
showed an increase of Drs. 439.8 million during the year under review. This was
the result of a Drs. 684.8m purchase of machines, mechanical equipment and fix-
tures less 245.0m for depreciation.

The Bank's capital accounts totalled Drs. 39,163.1 million on 31 December 1982
compared with 20,818.9m at the previous year end. The increment of Drs.
18,344.2m or 88.1% in 1982 resulted from:

an increase of the share capital from the

issue of 1,006,972 new shares of

a nominal vélue of Drs. 4,600 each Drs. 4,5631.4m
an increase of share capital resulting

from a rise in the nominal value of 3,356,571
old shares (from Drs. 1,600 to Drs. 4,500




Deposits
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per share). Drs. 14,212.2 million of the

increase of the share capital is due

to the increase in the book value of real

estate according to L.1249/82 Drs.  9,734.1m Drs.

an increase in ordinary reserves »
an increase in special reserve a/c under
Emergency Law 148/67 (difference resulting

from the sale of securities above their
book value) »

an increase in the special reserves under
L. 1249/82 from bonus shares or plus
value of shares »

profit balance carried forward »

14,265.5m
140.0m

314.6m

4,336.2m
7.0m

19,063.3m

Reduction of the balance of “Share
premium account” to complete the
amount required for rounding the share

capital increase Drs.

Debiting of the account “Readjustment
difference under L.1249/82". Owing
to misinterpretation of L. 1249/82,
depreciation was computed at

Drs. 665.9m less than allowed,
resulting in a correspondingly larger
share capital increase. By debiting

the “Share premium account”, subject
to the General Meeting's approval,

the aforementioned error will

have been offset »

53.2m

665.9m

Drs.

719.1m

Net increase Drs.

18,344.2m

The total of the Bank's deposits at home and abroad amounted to the drachma
equivalent of Drs. 840,349.1m at the end of 1982, as against Drs. 628,384m at
the end of 1981. There was thus an increase of Drs. 211,965.1m or 33.7% in
1982, as against Drs. 170,950.8m or 37.4% in 1981. More specifically, inland
deposits in drachmas and foreign exchange rose in 1982 by Drs. 195,674m or
33.2% and deposits with our offices abroad by Drs. 16,291m or 41.7%. The rise in
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inland deposits is accounted for by an increase of 34.7% in drachma time deposits,
of 28.7% in savings deposits, of 34.2% in foreign exchange deposits, of 48.9% in
sight deposits. Of course, the increase in foreign exchange deposits was also affec-
ted by changes in currency parities.

Total gross earnings of the Bank in 1982, after deduction of debit interest, turn-
over tax and stamp duty thereon amounted to Drs. 31,491.6m, as against Drs.
25,105.3m in the previous year, i.e. an increase of Drs. 6,386.3m or 25.4%. The
rise in debit interest was slightly higher (31.4%) than that of credit interest
(30.6%). Also the ratio of gross earnings to the annual average volume of assets
was slightly lower in 1982 (3.1%) than in 1981 (3.2%).

Expenditure totalled Drs. 27,831.0 million as against 22,007.4m in 1981, show-
ing an increase of Drs. 5,823.6m or 26.5% (1981: 27.4%).

More specifically, expenses by categories were as follows:

1982 1981
{(in million drachmas)
Staff payroll, fees paid to third parties,
contributions to staff insurance funds and the

Social Insurance Institute (IKA) 15,015.8 11,538.9
General expenses 2,402.1 2,175.2
Taxes 422.8 239.7

Contribution in favour of export, industrial
and handicraft enterprises under

Law 128/1975 5,416.6 4,559.0

Depreciation of real estate and equipment 710.1 402.6

Provision for bad and doubtful debts 3,808.6 3,082.0

Special provision for tax liabilities

under setllement 55.0 10.0
27,831.0 22,007.4

Staff expenses, including contributions to insurance funds and fees paid to third
parties, increased by Drs. 3,476.9m or 30.1% in 1982, mainly because of overall
pay raises resulting from the implementation of the labour agreement related to a
unified salary scale, demanded by employees of all banks, and wage indexation
awarded by the Government to all employees. Expenditure arising from hiring new
employees was offset by savings due to voluntary or mandatory retirement. Retire-
ment was and is mandatory for those employees who have completed 35 years of
service pursuant to legislation concerning Public Administration. General expenses
rose only by Drs. 226.9 million or 10.4% (1981: 588.1m or 37.1%) despite price
rises and the Bank's continued effort to modernize its operation and expand its
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business. It should be pointed out that the Bank's contributions to the various
reserve and rebate funds (for exports and under L. 128/75) again represented an
onerous share of overall expenses (1982: 19.5%, 1981: 20.7%, 1980: 19.0%).
Finally, the provision of Drs. 3,808.6m for bad and doubtful debts was equal to 1%
of the annual average level of lendings, i.e. the maximum tax deductible amount
allowed by law.

After deduction from gross earnings of expenditure and the loss of 763.4 million
resulting mainly from the sale of a building to the State below its book value, as
well as the transfer of Drs. 314.6m capital gains from the sale of shares above
their book value to the special reserve account under E.L. 148/67, net profits
reached Drs. 2,582.6m for 1982 as against 3,042.6m in 1981. With the addition
of last year's undistributed profits, the total available for distribution amounts to
Drs. 2,591.5m, which we propose to allocate in accordance with the Bank’s Arti-
cles of Association as follows:

To ordinary reserve Drs. 140.0m

Provision for income tax » 250.0m

First dividend (6%) on 4,363,543 shares,

at Drs. 270 per share Drs. 1,178.2m

Additional dividend at Drs. 230 per share » 1,003.6m » 2,181.8m

Fees to members of the Board

of Directors » 3.8m
Drs. 2,575.6m

Balance carried forward » 15.9m

Drs. 2,591.5m

It is noted that total fees of the Board of Directors could reach, according to the
law presently in force, the sum of Drs. 23.3 million.

As was-mentioned previously, the amount of dividend distributed for 1982 totalled
Drs 2,181.8 million as against 2,685.3m in 1981. The total dividend amount
would have been higher by at least Drs. 700 million had it not been for a book loss
of Drs. 807.9m due to the sale to the State of a building at 15, Vassilissis Sofias
Avenue below its book value. More specifically, the above building, having a book
value of 351.5m, was sold by contract to the State for Drs. 435m on 4 August
1981. The Bank retained ownership of the building until 4 June 1982, at which
time the contract was ratified by law, a pre-condition for the consummation of the
deal. Two months earlier, however, Law 1249/5.4.82 had been promulgated,
which obliged business firms to readjust the value of real estate still in their
possession. Thus, the book value of the above building was readjusted and set at
Drs. 1,242.9m and, since it had previously been sold for Drs. 435m, this meant a
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book loss of Drs. 807.9m. It should be emphasized that had the contract been
ratified by law before 5 April 1982 — when Law 1249 was promulgated — profits
for the year 1982 would have been Drs. 807.9m higher, but the share capital of
the Bank would have been proportionately smaller by an amount which represents
the capitalized plus value of the said building in accordance with the law.

Therefore, what matters to the Bank and its shareholders is not the timing of the
legislative ratification of the contract but whether the price agreed on 4 August
1981 was reasonable.

According to the above, the Bank's net profit would have amounted to Drs.
3.390,5m, increasing by 11.4% in comparison with the net profit for 1981, were it
not for the book entries made in connection with the sale of the building to the
State. The increase in the dividend would have been commensurate.

The dividend paid per share for 1982 was Drs. 500 as against Drs. 800 in 1981.
But if one takes into account the fact that in 1982 dividend was paid on
1,006,972 more shares than in 1981 (following a bonus issue), then the dividend
payable for 1982 compared with the corresponding dividend for 1981 (Drs. 800)
really was not Drs. 500 but Drs. 650.

The following rules have been applied in drawing up the balance sheet and the
profit and loss account for 1982.

Consolidation of the accounts of offices abroad with the Bank’s general balance
sheet

The consolidation was made after converting the items of the balance sheets
drawn up by the Bank's foreign branches into drachmas on the basis of the official
mid-point rate (fixing rate) at the closing date of the balance sheet.

Valuation of fixed assets and their depreciation

Buildings and sites in Greece acquired up to 31 December 1980 and depreciation
thereon (until 31/12/80) have been valued on the basis of the readjustment value
in accordance with L. 1249/82.

Buildings and sites acquired in the subsequent years (1981-82) have been valued
at the cost of their acquisition ("historic cost”). Other tangible assets (furniture,
vehicles, etc) have been valued at their purchase price except for those of the
Bank's foreign branch offices, which are shown in the balance sheet at their un-
depreciated value.

Depreciation of tangible assets at the Administration and inland offices has been
calculated in accordance with the provisions of Pres. Decree 88/1973. In confor-
mity with established practice, monthly depreciation instalments are not charged
on:

— the value of furniture, fixtures and motor vehicles purchased during the year
under review,
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— the expenditure on additions to office premises in operation.

Depreciation of fixed assets of branch offices abroad has been calculated on the
basis of the regulations in force in the countries of their location.

Valuation of securities

All shares and bonds are shown at the price of acquisition or at the value placed on
them at the inventory valuation of the previous accounting period. The resulting
aggregate value was less than their total average current value in the last 15 days
preceding their evaluation on 31 December 1982,

More specifically, the value of shares and bonds not negotiated on the Athens
Stock Exchange totalled Drs. 18,135,819,000.

Valuation of claims and liabilities in foreign currencies

The Bank's claims and liabilities in foreign currencies have been valued in
drachmas at the official mid-point rate (fixing rate) on the closing date of the
balance sheet. Exchange differences have been transferred to the Profit and Loss
Account.

Criteria for classifying claims and liabilities as long-term items

Advances and deposits falling due for repayment more than 12 months after the
balance sheet date have been classified as long-term items. All others are con-
sidered short term.

Provision for bad and doubtful debts

The provision set aside in 1982 to cover likely losses from bad and doubtful debts
(in accordance with art 2, par. 2 of E.L. 396/1968 as amended) amounts to Drs.
3,808.6m, which represents the highest percentage permitted by the Law, namely
1% of the annual average amount of loans and advances granted in 1982. The
provision for 1981 was Drs. 3,082.0m, i.e. also 1% of the respective average total.
In accordance with standard practice, write-offs of bad and doubtful debts are
deducted from provisions by book entries whereas the debit balance of the amor-
tizable receivables are deducted in an extra-accounting way. According to the
Bank's estimates, the amount of Drs. 12,604,283,513, which represents the
balance of the provision account, more than covers likely losses from bad and
doubtful debts.

Moreover, in accordance with standard practice, the following principles have
been applied

a) in the case of the main items of earnings

— interest on regularly serviced loans and advances, except for sinking fund loans,
is calculated on a quarterly basis, i.e., on 15th March, 15th June, 15th Septem-
ber and 15th December of each vyear;

— interest on regularly serviced sinking fund loans is calculated on the maturity
date of the instalment;
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_ interest and commission on discounted bills are calculated on the date on
which they are discounted;

— interest on doubtful loans is calculated only if these are repaid; such computa-
tion is made on the date of their collection;

— commission on letters of guarantee is calculated on a quarterly basis, starting
from the date of their issue.

b) In the case of the main items of expenditure

In principle, the results of each financial year include expenditure incurred during

the year.

More specifically, it is to be noted that:

— interest on time deposits which are served by the on-line system is calculated
on 30th June and 31st December of each year, whereas in the case of time
deposits not being served by the on-line system, interest is calculated on 15th
June and 15th December of each year. :

— Safekeeping expenses, insurance premiums and other expenses incurred for
maintaining industrial plants, ships, machinery, and merchandise acquired at
auctions are charged, according to established practice, to the Profit and Loss
Account if they concern industrial plant, whereas they increase the respective
value of acquisition in the case of ships, machinery and merchandise.



RESOLUTIONS

ADOPTED BY THE ANNUAL ORDINARY
GENERAL MEETING
OF SHAREHOLDERS
HELD ON 24 JUNE 1983

CHAIRMAN: Mr STYLIANOS PANAGOPOULOS
Governor

The General Meeting of Shareholders:

1t

2,

Approved the Report of the Board of Directors and the Balance Sheet as at 31
December 1982.

Released the Board of Directors and the Auditors from all responsibility for the
year 1982,

Approved the fees of the members of the Board of Directors and of the Ad-
ministration.

Approved the transfer of an amount of Drs. 665,927,970 from the Share Pre-
mium Reserve Account to Share Capital in order to cover the difference resul-
ting from the misinterpretation of the provisions of Law 1249/82 regarding the
readjustment of the value of the Bank’'s real estate.*

. Approved the amendment of art. 3 of the Bank's Articles of Association

regarding the transfer mentioned above.*

Confirmed the election of Mr. George Th. Lambropoulos as Director and
Deputy Governor and of Mr. George Tsouyopoulos as Director.

Reelected as Directors for a term of three years His Eminence the Archbishop
of Athens and All Greece Serafim, Messrs. Dimitrios Beis and George P.
Livanos, and the ladies Anna Panagopoulou and loanna Zervaki.

Elected the Chartered Accountants Messrs. Demetrios Varvatsoulis and Em-
manuel Sakellis as ordinary auditors for the year 1983, and the Chartered Ac-
countants Messrs. George Skoularikos and John Trakos as alternate auditors.

*The Bank’s Share Capital was increased by decision of the Exraordinary General Meeting
of Shareholders held on 24.9.82 through capitalization of:
{a) an amount of Drs. 14,212,217,5645.56 from surplus value of real estate resulting from

readjustment of its value pursuant to Law 1249/1982, and

(b) an amount of Drs. 53,212,354.44 from the Share Premium Reserve Account.
The total increase of the Share Capital thus amounted to Drs. 14,265,429,900.



NATIONAL BANK
OF GREECE S.A.

141 sT

BALANCE SHEET
AS AT 31sT DECEMBER 1982
IN DRACHMAS






AUDITORS" REPORT
TO THE SHAREHOLDERS
OF THE NATIONAL BANK OF GREECE S.A.

We have audited the above Balance Sheet of the National Bank of Greece, S.A. at 31st
December, 1982, and the Profit and Loss Account for the year then ended. Our examina-
tion was made in accordance with the requirements of Article 37 of the Companies Act of
Greece (L. 2190), and also in conformity with the standards of auditing accepted by the In-
stitute of Certified Public Accountants of Greece and accordingly included such tests of the
accounting records and such other auditing procedures as we considered necessary in the
circumstances. We obtained all the information and explanations, including statements of
all Branch operations, which we needed for the purpose of our audit. We have found that
the books of account, as required by existing laws, have been kept by your Bank and that
the above financial statements are in agreement therewith. It is noted that: a) In the year
under review, the book value at 31st December, 1980 of land and buildings, and deprecia-
tion on buildings was readjusted according to the relevant provisions of L. 1249/1982. The
surplus arising therefrom of Drs. 14,212,217,546 and an amount of Drs. 53,212,354 from
the share premium account increased the Bank's share capital. However, due to misinter-
pretation of the provisions of L. 1249/1982 as regards the method of computation of the
readjustment of the depreciation on buildings, this depreciation readjustment was lower by
Drs. 665,927,970, in consequence of which the final readjustment surplus which was
capitalised was higher by an equal amount. At the closing of the Balance Sheet, an ad-
justing entry was made to the depreciation by debit to the account “Difference from read-
justment pursuant to L. 1249/82" of which the debit balance of Drs. 665,927,970 is
deducted in the above Balance Sheet from the “Share premium account”. This difference is
to be covered, by decision of the General Meeting, by the balance of this account. b)
Depreciation on buildings was computed for the whole year on their readjusted value. Thus,
the year's depreciation is higher by Drs. 186,180,000 than if it were computed on the pre-
readjustment value of buildings, as in the previous year. c) The value of the portfolio shares
of the Bank has increased by Drs. 4,336,247,758 owing to the acquisition of bonus shares
and to the increase of the nominal value of old shares according to L. 1249/1982. This in-
crease is shown in the Liabilities account “Special Reserve from bonus shares or plus value
of shares under L. 1249/82". No change in the inventory evaluation method has been
made as compared with that of the previous year, except as stated in the above cases. In
our opinion, the above Balance Sheet, Profit and Loss Account and Appropriation Account
present fairly the financial position of the Bank at 31st December, 1982 and the results of
its operations for the year ended on that date in conformity with legal requirements and ac-
cepted accounting principles applied on a basis consistent with that of the preceding year,
except as above. The basic accounting policies adopted by the Company are set out in the
Report of the Board of Directors to the General Meeting of the Shareholders.

Athens, 30th April 1983

THE CERTIFIED PUBLIC ACCOUNTANTS

DEMETRIOS P. VARVATSOULIS EMMANUEL J. SAKELLIS



1981

12,413,186,806
34,365,968,001

95,642,733,929
139,989,650,000

75,655,378,755

13,8569,199,190
377,555,945

248,509,070,766
24,471,336,079

31,415,319,000

847,262,196
10,362,612,576
2,297,722,915
2,977,511,790
23,032,553,655
5,728,218,831
915,954,822

8,921,167,138
16,628,169,016
—608,799,625

5,275,783,339
5,488,011,264
—2,808,199,084

1,839,976,484
43,765,942

—-814,813,887

371,005,470
13,863,831,772

770,961,133,085

67,809,672,046
103,491,483,410

942,262,288,541
273,903,378,726
120,284,481,009
394,187,859,735

—_—

ASSETS

AVAILABLE FUNDS

Cash, Cheques and Sight Accounts with the Bank of Greece .......

With Banks abroad and Foreign Exchange .......................

Deposits with Bank of Greece pursuant to Currency Committee
LT D IR e P e n e e i AR SR

BT e e L A L

LOANS AND ADVANCES

I. To Commerce
Bills discounted and advances against commercial paper and
other guarantees
Loans and Accounts:
On merchandise and billsoflading ..................c.00uue.
(ST T o et o o e S e e S S Rl SR

Il. To Industry
Bills discounted and advances against commercial paper and
other guarantees
Loans on merchandise and bills of lading

Ill. To Handicraft

SUNDRY DEBIT ACCOUNTS
Deferred charges
Claims from sundry banking transactions
Claims against Staff Insurance Funds ...........................
Foreign Exchange Accounts
Claims due to difference in foreign exchange rates on deposits .. ...
ST BT el sl e R e R

INVESTMENTS

Portfolio of Securities
Lt e, A T T T 1 Lot e A ) SN o e
Shares

Land

Fixtures, Office Furniture and other Equipment ...................
Vehicles and other Transport Equipment

Less: Depreciation

INVESTMENT SUSPENSE ACCOUNTS
BRANCHES (entries in transit)

TOTAL ASSETS

CONTRA ACCOUNTS
Guarantors e EReet [ Ny I e R s

87,070,555,908

12,696,545,426

356,722,379

299,113,323,489

24,797,824,274

12,733,609,948
24,017,223,663

—1,429,963,625

16,562,701,060
11,814,935,024

—7,5673,983,148

2,525,908,812
42,695,095

—1,059,813,887

1982

26,150,375,631
42,310,311,794

125,014,754,607

204,192,050,000

100,123,823,713

323,911,147,763

53,615,338,000

725,811,838
13,311,344,872
2,278,480,089
4,199,403,744
44,126,014,168
6,718,628,972

925,401,185

35,320,869,986

20,803,652,936

1,508,690,020

312,961,991,966
164,688,317,510

477,660,309,476

—_—

70,844,004,873
118,202,543,299

397,667,492,032

477,650,309,476*

72,285,084,868

57,633,212,942

358,245,346
12,805,894,760

1,018,400,239,424

189,046,648,172

1,207,446,787,596

—_—



1981

5,370,513,600
8,482,432,100

1,656,602,214
1,231,647,381

1,925,184,364
1,330,140,258
813,493,871

8,894,201

10,7565,017,602
948,293,408

207,731,803
10,928,261

57,742,447,929
277,667,201,671

164,341,036.803
128,633,321,958

20,337,619,930
41,860,133,299
5,666,255,160
9,069,601,635
3,256,334,026
948,193,919
1,750,074,198
11,841,730,016

12,621,046,778

2,685,256,800

770,961,133,085

67,809,672,046
103,491,483,410

942,262,288,541

LIABILITIES

CAPITAL ACCOUNTS
Share Capital (4,363,543 shares at Dr. 4,500 each) ..............

T T TR e e e R e R e T 8,429,219,746
less: Difference from readjustment pursuant to Law 1249/82 . .... —665,927,970
Reserves:
T L e R e e S, 1,796,602,214
St e S U e < gt 1,231,647,381
Special Reserves:
From sales of securities under E.L. 148/67 ....................0. 2,239,805,599
From bonus sharesunder ELL. 148/67 ..........cccivivnenniiins 1,330,140,258
From bonus shares or plus value of shares under L. 542/77 ....... 813,493,871
From bonus shares or plus value of shares under L. 1249/82 ...... 4,336,247,758
B IICEICAETIEIRTEIEVUBEC - 51y xva/s o s 574 s o, a(asiar st sl alaraals) o/ aTale mta sl ai 6 o o

PROVISION FOR CONTINGENT LOSSES FROM DOUBTFUL DEBTS
Inland (E.L. 396/68)
Foreign ............

SUNDRY PROVISIONS
0L s s b o e e R P RS o e O
EETI e e e e T e A T A T

DEPOSITS

DR RO O o o555 . o w0

I T T R A R S U e e

Time Deposits:
SRR I e i e R T [ S 224,554,820,411
Long-term (Overoneyear) ..........c.oiieeciiiinaarnrninans 175,763,966,646

1982

39,163,112,177
19,635,943,500
7.763,291,776

3,028,249,595

8,719,687,486

15,939,820

12,604,283,513
11,149,031,927

1,455,251,586

261,369,303
207,604,926
53,764,377
840,349,116,743

84,452,928,881
355,5677,400,805

400,318,787,057

SUNDRY CREDIT ACCOUNTS

Banks abroad: Loan account in foreign exchange (of which
Dr. 6,052,997,413 due for instalments in 1983) .................
Bank of Greece-Financing Account ..........cooeeveiinnannnsnnas
Deferred INCOME .......cvvevrrrenneernrennrnnseennrinennnns
Obligations from sundry banking transactions ...................
Foreign EXCHARGE ACCOUNIS -t ve e cveiiirmrnnissensasisnsases
Principals of Duties and Advance Import Deposits ................
Withholdings in favour of Third Parties ..........................
T O ek s v v s < aialo e v oisma s s sl e o s ai o s sieaaie

CHEQUES AND ORDERS PAYABLE

DIVIDENDS PAYABLE

TOTAL LIABILITIES

CONTRA ACCOUNTS
W TR S i e iy S SRy R S o L
I T T i e RS P o e

105,358,678,289

22,284,161,630
44,427,583,186
7,301,916:119
9,891,747,629
2,966,573,554
959,860,788
2,369,637,409

15,157,197,974

18,481,907,899
2,181,771,600

1,018,400,239,424

70,844,004,873
118,202,543,299 189,046,548,172

1,207,446,787,596




1981

7.750,609,457
223,168,035

2,214,658,160
910,201,019

440,279,597

2,175,155,385
239,753,536

4,559,015,416

230,635,000
172,000,000

3,082,000,000
10,000,000

55,252,085
3,042,556,548

25,105,279,238

DEBIT

STAFF PAYROLL AND CONTRIBUTIONS
Staff Salaries and Wages
Fees paid to Third Parties
Contribution to Staff Insurance Funds:

Ordinary e Sk e R T L L e e

Extraordinary, pursuant to Laws 3662/57, 810/78,etc. ........

Contribution to Social Insurance Institute (IKA)

GENERAL EXPENSES AND TAXES

General expenses

TANOE s R e e e e e s
Contribution in favour of export

pursuant to Law 128/1975

DEPRECIATION AND PROVISIONS
Depreciation on buildings
Depreciation on furniture, fixtures, motor vehicles and other equipment

industries and handicraft

Provision for contingent losses from doubtful debts (E.L. 396/1968)

Special provision for liabilities under settlement

Loss from sale of property to the Government below its readjusted

book value pursuant to Law 1249/1982

BUSINESS PROFIT
Profit on sale of securities carried to tax-free Special Reserve

pursuant to E.L. 148/67

N PO e e e simene

STYLIANOS P. PANAGOPOULOS

Governor

To Ordinary Reserve
Provision for Income Tax
Initial dividend (6%) on 4,363,543 shares at
Additional dividend on 4,363,543 shares at

PROFIT AND

10,250,108,004
261,911,562
3,044,895,741
903,400,000
3,948,295,741
565,476,966 4,503,772,707 15,015,792,273
2,402,136,652
422,796,042
5,416,692,423 8,241,525,117
465,090,000
245,000,000 710,090,000
3,808,580,000
55,000,000 4,573,670,000
763,408,668
314,621,235
2,5682,605,869 2,897,227,104
31,491,623,162
APPROPRIATION

....... Dr 270
....... Dr. 230
Dr. 500



LOSS ACCOUNT

1981 CREDIT 1982
23,674,170,453 Gross operating profit (Commission, Interest, and Sundry Earnings) 28,356,625,094
1,375,856,700 Income from Securities and Real Estate ..............cccvviuenn.. 2,428,925,106
55,252,085 Profit on Sale of Securities, carried to tax-free Special
Reserve pursuantto E.L. 14B/67 .......c.vvvniiirienennnnnnenns 314,621,235
- SUNEY NONTOCUHIT NGOG i - vivs v e sionilsdieisaian s uvassis 391,651,727
25,105,279,238 31,491,623,162
1982 1981
2,582,605,869 3,042,556,548
8,894,201 15,383,203
2,591,500,070 3,057,939,751
140,000,000 160,000,000
250,000,000 200,000,000
1,178,156,610 322,230,816

1,003,614,890 2,181,771,500 2,363,025,984 2,685,256,800

3,788,750 3,788,750
15,939,820 8,894,201
2,691,600,070 3,0567,939,751

Athens, 29th April 1983

SPYROS C. CALOGEROPOULOS - STRATIS ANTONIS K. MASTRANTONIS
Specially Authorized Director Chief Accountant
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