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REPORT

MR BASIL J. KYRIACOPOULOS
GOVERNOR OF THE
NATIONAL BANK OF GREECE AND ATHENS *
PRESENTED ON BEHALF OF THE BOARD OF DIRECTORS
FOR THE YEAR 1957

GENTLEMEN,

In making their appearance before this Meeting, to report on the
Bank’s business in 1957, the Administration of this Institution consi-
der it their first duty to underline that the year 1958 brings along
the imperative need to create the pre-requisites and possibilities re-
quired to lead Greece to a smooth entry into the European Economic
Community. Now, more than ever, such entry will open up broad
fields for fruitful individual efforts, which are the only guarantee for the
survival of the Greek nation. This year will decide whether these
pursuits can be attained. It is, therefore, the duty of all of us, whether
leaders or plain citizens, to do everything within our power for the
achievement of this purpose. Fortunately, all the basic conditions re-
quired to this end are available: the indefatigable industry of the Greek
race, the wealth-producing resources of our country and the rise in
savings. But what is primarily needed is the existence of an organic
program of development and, mainly, the drawing up of a correspond-
ing credit program. The Greek credit problem should be re-consider-
ed as a whole, both with regard to credit institutions and the chan-
nelling of the funds available and also with regard to supplementing
these funds and bringing them under a common administration. Also
a policy should be established for deposits, to which special attention
must be given, on account of their sensitiveness and because they
still lack in stability. An imperative need for the country’s economy,

* Since the 10/6/1958, the Bank’s name was changed into NATIONAL BANK OF GREECE.
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Favourable develop-
ment of economic

aggregates

as a whole, is to insure such deposits. It is well known that Bank
deposits are the main factor which can contribute to the progress of
our country, and there should be no illusions about the effectiveness
of other ways or means for the concentration and wise channelling
of the savings of the Greek people.

After a brief review of the development of the Greek national
economy in 1957, with which the activity of this Institution is closely
connected, and before describing the trends in the money market,
we think it indispensable to give a general outline of the inter-
national economic situation. Because Greek economy and the efforts
made for its restoration are now connected more than ever with the
economic developments and trends in the whole world and in Europe
more particularly.

I. Achievements and weaknesses of Greek Economy

In the course of 1957, the trends noted in the main sectors of
the country’s economy were particularly propitious, with a favourable
influence on the conditions of credit. These trends were positively
supported by the further considerable improvement of the credit mar-
ket, the recovery of which, after the vicissitudes of the past, tends to
become a fact, provided, of course, that an objective and consistent
credit policy is followed. The increased production noted in the agri-
cultural and manufacturing sectors has kept pace with the monetary
stability, whilst savings, deposits and financing showed a rise, which
corresponded to the most optimistic expectations.

The increase of the Greek national income by over 99, with
prices being steady, is in itself an exceptionally satisfactory develop-
ment, the more so as, contrary to previous years, this increase is not
due so much to secondary branches, as to basic production—agri-
culture and mines—which showed an increase of 15%,, and to ma-
nufacturing, which increased its production by 89%,.

The considerable increase in farming income, last year, was partly
due, of course, to favourable weather conditions and to the coinci-
dence of a good olive crop. But the rise in agricultural output, re-
gardless of fluctuations from year to year, is the result of improve-
ment of agricultural conditions, in general, and may be considered
as being of a more permanent nature.

The favourable effects of the increased farming income on indu-
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strial and handicraft production, from the point of view of demand,
has enabled the latter to achieve a serious increase. The very substan-
tial financing extended last year and the technological improvement
observed in certain cases, in the enterprises concerned, have obvious-
ly contributed to this increase.

The increased national income in 1957, resulting from the above
trends, has created margins for increased savings, which the monetary
stability has maintained and the restoration of confidence in the bank-
ing system has directed, to a larger extent, towards deposits with
Banks.

These developments permit us to express, in principle, optimistic
expectations regarding the current year, provided a wise economic
policy would safeguard the achievements of recent years, and would
aim at further improvement, especially with regard to conditions of
the credit market. Because a sound organization and expansion of
the latter, as well as a more effective orientation of this market to
the most urgent needs of the economy, constitute, especially to-day,
a decisive factor for maintaining the stability and the progressive
development of our country’s productive resources.

Nevertheless, the trends observed, as above, and the existing pros-
pects of further favourable developments do not mean that the basic
weaknesses of Greek economy have disappeared, or that great pro-
gress has been made with the measures taken to ideal with them.
These measures have not been sufficient to lead our economy to an
organic recovery of long duration. The weaknesses and the dangers
involved were lately made more clear to us by developments and
pursuits in the international economy, which have drawn more in-
tensively our attention to them. Before proceeding with an examina-
tion of the standing of the Greek credit and banking economy and
of its problems, we think it advisable to give an accurate account
of the significance and consequences of these developments.

IL. International economic developments
and Greek economy

Two of these developments are of signal importance. The one,
which may be considered of short-term nature, is the recession in
the American economy, which first appeared last year and assumed
certain proportions during the early months of 1958. Its extent is
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Extent and signifi-
cance of the Ameri-
can recession

Characteristics of
the American reces-
sion and disagree-
ment as to the natu-
re of its determining
factors

surely not yet disquieting, but there have been signs of stagnation
and, in some cases, of a slowing down in the activity of European
economy. This recession occurred after an economic upswing which
was practically continuous most of the post-war years, and after
equilibrium was achieved at even higher levels of activity. The other
development, which is of long-term character, and has very extensive
consequences, is the formation of the European Economic Commu-
nity, along with the intended establishment of the so-called Free
Trade Area in Europe, in which seventeen countries, members of the
Organization of European Economic Cooperation, will participate.

1) The recession of American economy

According to the latest data available, the number of unemployed
in the United States was over five millions, reaching 6.89, of the
total labour potential, this percentage being appreciably higher than
in the previous months. On the other hand, stagnation in industrial
production and, in certain branches, signs of economic recession ap-
peared during the last few months in certain European countries
(Western Germany, United Kingdom, Norway), as well as in some
other countries (Japan). ‘

The importance of these developments should not be overrated,
and one may trust that they will be dealt with in due time, consi-
dering that the economic policy of to-day knows the means to find
a remedy for them. In any event, however, we should not lose sight
of the causes of the above developments or of the possibility of a
greater decline in international economic activity.

A characteristic of the slackening in the economic activity of the
United States is that the recession has affected all economic sectors:
production, employment, stocks and investments. Only prices and
salaries show a continuous tendency to rise. This is an additional
indication that the factors, which led to inflationary developments in
recent years, were not actually of a monetary nature. No matter
how little the usual differentiation between «demand inflation» and
«cost inflation» may correspond to reality, it is a fact that the in-
flation of recent years was more of the latter kind, the rise in prices
having originated from increased salaries and other items of cost. It
would appear that the tendency to such inflation now lies with the
organization of modern society itself. The pressures from this infla-
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tion, however, were partly neutralized until now by continuous tech-
nological progress and by increased productivity.

Efforts were made to stop this inflation, especially by credit mea-
sures, such as reduced financing and higher interest rates. There 18
no doubt that such measures do not fail to have a certain influence,
even in the case of cost inflation, provided they can affect the profit
margins of enterprises for salary increases and can lead to a decrease
in employment, thus preventing pressures from over-employment. The
prevailing view, however, is that these anti-inflationary measures did
not do much to solve the problem for which they were taken. In-
stead of affecting the causes of inflationary pressure, they tended
to stop economic and technical progress, which is the indirect anti-
inflationary power that counterbalances inflation. The danger involv-
ed is that these measures may have even worse effects on the country’s
economic activity. Thus, according to one view at least, the

measures in question disregard the real causes of the inflationary

pressures, which were more of an organic than of a monetary nature;
these causes could be faced with measures of credit and other simi-
lar devices. The fact that prices have shown a continuous rising ten-
dency, under conditions of an expanding recession of the American
economy, is probably due to this reason.

Measures of a social character and increases in salaries over and
above the increase in productivity, as well as artificial increases in
prices of agricultural products, are looked upon as being the cause
of inflationary tendencies, which a credit policy is unable to cure.
It is for this reason that the restrictive anti-inflationary policy follow-
ed since 1956 tended to be reversed during these last few months,
as interest rates were lowered and the liquidity of the economy was
increased.

We should not disregard, on the other hand, that the recession not-
ed was due, in some cases, either to disproportionate investments in
certain branches or to overstocking. Should the recession become more
extensive, the consequences of these disproportions would certainly
prove to be of a more serious character.

As already stated, one should rather agree with the view that the
phenomena of slackening of the economic activity in the U.S.A. are not
going to lead to a crisis. We should not, however, overlook the re-
percussion that this recession may have on the economy of other
countries.

el s
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The effect of the re
cession on the Greek
economy

Objectives of the uni-
fication

The shipping crisis, which is due to special causes, was followed by a
more general slackening in the economic activity. This crisis, which, as
generally known, took on large proportions, has not yet affected the
Greek economy to any great extent. As present facts seem to suggest,
this crisis is not likely to become more acute, unless the signs of an econo-
mic depression increase, in which event the crisis will doubtless become
worse. As said above, Greek economy has not yet been affected, as Greek
crews were reduced at a slower rate than in other countries and com-
pensations were paid to members of former crews. Should this situation
continue, however, as it is probable, it cannot but affect the foreign
exchange receipts and the income of Greece.

On the other hand, if the American recession continues to be limit-
ed, it will not have any serious repercussion on Greek economy. If it
should become more intensive, however, it is likely to affect mainly re-
mittances from Greek emigrants. 1f this crisis spreads to the European
countries, it may indirectly affect the Greek economy unfavourably to a
larger extent. In this case, the income from tourists would certainly
suffer a severe setback, whilst the export of Greek agricultural products,
the demand for which is not so elactic, whether incomes are higher or
lower abroad, would be less valuable.

In any event, a possible expansion in the slackness of economic acti-
vity would aggravate the problems of the Greek balance of payments.
On the other hand, it would create a great many difficulties in the inter-
nal equilibrium of Greek economy. A possible decrease of income and
demand would cause disturbances, in respect of which we should be
careful, in order to secure a regular development in business activity,
as well as liquidity and stability in the credit system.

2) Unification of the European economy

The movements towards economic cooperation between European
countries mainly aim at uniting the markets of these countries and at
allocating production among them. These unions are, therefore, based
on a gradual abolition of custom duties and of other obstacles in the
international flow of goods, so that commodities may circulate unim-
pededly. The ultimate aim is to reduce costs and increase production,
thus strengthening the economic potential of European countries and
raising their standard of living. Reduction of costs is expected to be
obtained by the production of goods and by the use of services wherev-
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er conditions are most favourable, by the establishment of a large
market, which will make possible concentrated and well organized pro-
duction by large-size enterprises, and by a more intensive competition
throughout Europe.

In the case of countries which are less developed economically, the
abolition of custom duties and of other foreign trade restrictions will
not solve, of course, the problem of their participation in the interna-
tional division of production. On the contrary, if this abolition is indis-
criminately applied, there is a danger that the under-development
of these countries and their limited participation in the world trade will
become permanent, unless measures are provided for at the same time
to reinforce their economy. Linking under-developed countries with
economically developed ones, by means of a simple customs union,
could possibly lead to a further concentration of capital equipment in
already developed areas, which have all the advantages of «external
economies», whilst the industrially under-developed countries would
be confined to branches with low output. To tie these countries to
larger markets simply, without any special arrangements, would do
nothing more but prove the principle that poor countries are poor to-
day because they were poor also in the past.

It is quite natural that participation of under-developed countries
in the international division of production, and their organic incorpo-
ration in larger economic unities, means that these countries will be
assisted to make the best possible use of their productive potential. This
principle, which has been accepted, by both the theory of our times
and the international organizations, corroborates the requests, made by
Greece and by other European countries in a similar stage of develop-
ment. These requests are that custom duty protection be abolished later
than in other countries, that economic aid be extended, that special
arrangements be made favouring the investment of capital in them,
and, finally, that the sale of their exportable farming products in Eu-
rope be safeguarded. These exports, which represent the bulk of ex-
ports of under-developed European countries, are facing special diffi-
culties and require special arrangements. Our Bank is greatly interested
in the problem of promoting exports of Greek agricultural productsand
aims at the most suitable organization of such exports, through the ap-
plication of proper measures. This problem will be the most critical
subject in negotiating the terms for the participation of Greece in the
European economic union, both owing to its importance to the coun-

—13—
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try’s balance of payments and to the protectionist policy for agricul-
tural production in all European countries. There is also a more or
less steady international demand for these products and often an illegal
competition by non-European products.

In any event, Greece’s participation, under any terms, in the uni-
fication of the European economic area will mean that the conditions
of competition, under which Greek production is labouring, will be-
come harder. Foreign competition will gradually be much stronger.
Thus, in order to survive and develop, Greek production will have to
improve its organization and reduce its costs. Investments will have
to be selected on the basis of stricter criteria. Enterprises must achieve
continuous improvement in their ability for competition. Methods of
production should be up to date, and the organization of enterprises
should be perfect both with regard to productive procedure and trad-
ing, and to evaluation of the market and forecasting of its develop-
ment and possibilities. Disproportionate production charges will have
to belong to the past, and taxes and labour costs should be stabilized.
Cost elements, both those resulting from the enterprise itself and those
due to external causes will have to be reduced. The level of interest
rates for long-term investments will have to be readapted to the requi-
rements of a harder international competition. On the other hand,
the whole credit program will have to be reorganized, to ensure that
enterprises be financed on the basis of standard criteria and under
the guidance of an institution which will be suited for this purpose.
We believe that even if Greece were not to participate in the Gommon
European Market, a pressure would have arisen towards rationaliza-
tion, modernization and improved organization of her production.
Because, the end result of the Common Market will, in any case, be
the acceleration of economic progress in the participating countries,
the reduction of costs and the strengthening of their capability for com-
petition.

At all events, whether Greece will participate or not, the expan-
sion of the European economic area and the increasing competition
will bring about, also in Greece, under the force of trends, a pressure
to eliminate unproductive branches and not up-to-date enterprises,
with all the consequences and problems that will arise, at least during
the transitory period, in the economic and credit mechanism of the

country.
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III. Credit conditions in 1957

1) Development and formation of deposits

Increased savings and a rising tendency towards making deposits
have been the basic determinative factors for last year’s favourable
development, as regards both currency and improvement of credit
conditions and the financing of production. The percentage of con-
suption in relation to the total of national resources, showed a further
decrease in 1957. This has been more substantial in the case of private
consumers, and it is estimated that consumption dropped to 70.2 9,
of the national resources, as against 72.1%, in 1956 and 73.49%, in
1955.Despite the reduction of interest rates in 1957, deposits with Banks
increased beyond every expectation. This increase proves the degree
to which confidence in Banks has been restored. Should a proper po-
licy be followed, this increase will continue and become a foundation
of monetary stability, which is the fundamental condition for economic
development.

Private deposits with Banks (except the Bank of Greece) showed
an increase of 3,357.2 million drachmae in 1957, as against 1,216.7
million drachmae in 1956 and 852.5 million drachmae in 1955. This
increase, calculated in present-day drachmae, is considerably higher
than the annual increase before the last war.

What should be noted, however, is that even at present the total
volume of deposits with Banks is substantially smaller than before the
war and considerably lower than the financing extended by Banks.
The difference between loans and deposits used to be covered by
Bank of Greece financing under the privilege of money issue. This
kind of financing, however, is now limited, in fact, to the financing
extended by the Bank of Greece direct and to loans extended by
the Agricultural and Mortgage Banks. The supply of funds, derived
from the privilege of issue, to commercial banks is at present limited
to an insignificant amount. It should be noted that deposits with
the Bank of Greece, belonging to commercial banks, by far exceed
the financing extended to them by the Bank of Greece. The fact that
commercial banks have substituted financing from deposits with them
for financing from the Bank of Greece has had anti-inflationary effects,
which have counterbalanced the influence of other factors tending to
increase the money in circulation.

—15—
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Development of Deposits in Drachmae with Banks and with
Banking Organizations, except the Bank of Greece (*)
(End of each year, in millions of drachmae)

Amounts Percentage
Banks = :
1955 | 1956 | 1957 | 1955 | 1956 | 1957
| !
1. National Bank of Greece and '
Athens’ 2,174.3 | 3,069.2  4,839.6 | 47.2  47.6 | 46.6
a) Private Persons and Compa-
nies? 1,423.5 | 2,032.2 | 3,673. 309 | 316 | 354
b) Public Entities? 750.8 | 1,037.0 | 1,1

0
1,166.6 | 16.3 | 16.0 | 11.2
9

2. Other Commercial Banks' | 1,523.8 | 1,823.3 | 2,932, 33.1 | 28.4 | 28.2

a) Private Persons and Compa-

nies® 1,217.8 | 1,565.4 | 2,567.7 | 26.5 | 24.3° | 24.7
b) Public Entities® 306.0 | 257.9 | 365.2 6.6 | 41 | 35
3. Total Commercial Banks' 3,698.1 | 4,892.5 | 7,772.5 | 80.3 | 76.0 | 74.8
4, Non Commercial Banks and
Savings Organizations’ 904.7 | 1,548.1 | 2,613.5 | 19.7 | 24.0 | 25.2
a) Private Persons and Compa- J
nies 460.9 | 721.3 | 1,435.4| 10.0 | 11.2 | 13.8
b) Public Entities 443.8 | 826.8 | 1,178.1 9.7 | 12.8 | 11.4

5. Total Deposits with Banks | 4,602.8 | 6,440.6 10,386.0 | 100 100 100

a) Private Persons and Compa-

nies 3,102.2 | 4,318.9 | 7,676.1 | 67.4 | 67.1 | 73.9
b) Public Entities 1,500.6 | 2,121.7 | 2,709.9 | 32.6 | 32.9 | 26.1
6. Deposits with the Bank of
Greece 3,469.3 | 3,394.0 | 5,231.6 [ 100 100 100
a) Private Persons and Compa-
nies 364.4 | 438.4 | 4843 105 | 129 | 93
b) Public Organizations, Emer-
gency Law No 1611/50° 21044 | 2.443.3 | 3,011.5 | 60.6 | 72.0 | 57.6
c) Commercial Banks 550.1 | 335.6 | 1,272.9 | 159 | 9.9 | 24.3
(of which: N.B.G.A.) 227.0 | Z13.7 | 67/6.3 55 [ 6.3 .19
5.2 8.8

d) Special Credit Organizations 4504 | 176.7 | 462.9 | 13.0 ‘

(*) According to revised data (1958) of the Bank of Greece.

1. These figures do not include renewed sight and time deposits of the Agricultural Bank of Greece and of the Post Office Savings Baok to
avoid duplication. The said deposits have been included by the above Institutions with whom they were made originally. During the
corresponding period, these deposits amounted : in 1955 to 67.3 million, the total being with N.B.G.A.; in 1956 to 246.5 million,
out of which 184.6 million with the N.B.G.A.; and in 1957 to 766.3 million, out of which 470.5 million with the N.B.G.A. These
figures do not include renewed deposits of Commercial Banks. Such deposits with the N.B,G.A, in 1955 amounted to 31.9 million,
in 1956 to 71.0 million, and in 1957 to 122.4 million (particularly renewed deposits of the Army Shareholders Fund Bank and
AMEXCO).

2. Including deposits of some Public Enterprises also, ¢.g. Telecommunication Organization of Greece (O.T.E.), Public Power
Corporation (P.P.C.).

3, Including «Funds Administration» deposits made with Banks direct, which carry no interest, direct sight and time deposits,
carrying interest, permitted as an exception to Emergency Law No 1611/50, renewed deposits made by the Bank of Greece from
deposits of Public Entities with the Bank of Greece, as well assome «Special Government Deposits», deposits of the American Mission
and some funds of the Bank of Greece coming from the servicing of the Greek-Egyptian clearing.

4, Namely : Agricultural Bank of Greece, National Mortgage Bank of Greece, Pledged Deposits and Loans Treasury Office and
the Post Office Savings Bank.

5. Including the «Funds Administration», as well as deposits of Public Entities of Emergency Law No 1611/50 with the Pledged Deposits
and Loans Treasury Office.

6. Not including deposits of Public Entities of Emergency Law No 1611/50, which have been included in deposits of Public Organizations .



Analysis of Deposits of Private Persons and Companies, in Drachmae,
with Banks and Banking Organizations, except the Bank of Greece (*)

( End of each year, in millions of drachmae)

(*) See note (*) and remarks (2) and (4) appearing in the preceding table,

. .

Banks __Amoun!t Percentage__
1955 | 1956 | 1957 | 1955 | 1956 | 1957
1. National Bank of Greece and
Athens 1,423.5 | 2,032.2 | 3,673.0 | 45.9| 47.1 | 47.8
a) Sight 993.0 918.0 | 1,257.0 | 32.0| 21.2 | 16.4
b) Savings 286.2 859.9 | 1,941.0 9.2 20.0 | 25.3
c) Time 33.3 131.4 339.0 14 3.0 4.4
d) Blocked 111.0 122.9 136.0 3.6 2.9 1.7
. Other Commercial Banks 1,217.8 | 1,565.4  2,567.7 | 39.2| 36.2 33.5
a) Sight 991.4 851.7 958.9 | 32.0| 19.8| 125
b) Savings -109.4“ 550.0 | 1,256.3 | 3.5| 12.7 ‘ 16.4
¢) Time 38.8 | 86.1 265.4 1.2 20 3.5
d) Blocked 78.2 77.6 87.1 2.5 i 7l R [ |
3. Total Commercial Banks 2,641.3 | 3,597.6 | 6,240.7 | 85.1 ‘ 83.3 | 81.3
4, Non Commercial Banks and i
Savings Organizations 460.9 | 721.3 | 1,435.4 | 149 16.7 | 18.7
a) Sight 109.1 | 127.9| 1382 35| 29| 18
b) Savings 127.3 | 347.6 | 905.1 | 42| 80| 11.7
c) Time = | 9.4 191 | — 0.3 0.2
d) Blocked 2245 | 2364 | 3730| 72| 55 50
. Total Private Deposits with f ’
Banks 3,102.2  4,318.9 | 7,676.1 ({100 | 100 1100
a) Sight 2,093.5 | 1,897.6 | 2,354.1 | 67.5| 43.9 | 30.7
b) Savings 522.9 ’ 17575 | 4,102.4 | 169 40.7 | 534
¢) Time 724 | 2269 6235( 23| 53| 81
d) Blocked 413.7 ! 436.9 596.1 13.3i 10.1 | 7.8
| | |




Analysis of Savings and Sight Deposits with the Nation-
al Bank of Greece and Athens, by categories of Depositors
and Scales of Amounts as at the 31st December 1957

A. Savings Bank Deposits
(In thousands of drachmae)

1 — 50.000 [50.001 — 100.000f 100.000 & over Toa.l
Categories of == == == =
Depositors Num- Am- Num- ; Am- Num- I Am- Num- | Am-
ber ounts ber ‘ ounts ber | ounts ber i ounts
Manufacturers 294 | 2,926 68 4,905 96 11,007 -’;581 18,838
Merchants 6,715 67,901 | 1,184 86,086 817 | 102,789 8,716 256,776
Handicraftsmen 7,068 65,182 585 41,500 227 | 27,595 7,880, 134,277
Free Professionals 6,906 78,759 | 1,140 81,701 520 | 62,539 3,5Gﬁ| 222,999
Emplovees 21,206 | 211,930 | 1,708 | 118,574 491 52,830 23,365 383,334
Others 47,059 455,081 3,738 \ 262,217| 1,546 | 189,155 | 52,343] 906,453
Total as at 31.12.57 89,248 | 881,779| 8,423 @ 594,983| 3,657 | 445,915 | 101,328 1.922,677
o/ 88.1 45.9 8.3 | 30.9 3.6 923.2 100| 100
Total as at 31.12.56 57,512 | 431,543] 3,819 | 242.855] 1,618 | 184,558 6‘.3,9-'19' 858,956
o/ 91.4 | 302 6.4 28.3] 2.5 | 21.5 100 100

B. Sight Deposits '

1) Natural Persons 21,370 ‘ 109,662 886 62,035 837 | 235,776 | 23,093 407,473

a) Manufacturers 593 3,155 35 2,386 39 10,389 667 15,930
b) Merchants 8,694 | 45135| 405 | 28,105| 355 | 108,240| 9,454 181,480
c¢) Professionals 2,820 15,749 93 6,354 59 | 10,323 2,972 32,426
d) Others 9,263 | 45,623 353 | 25,190 3884 | 106,824 10,000‘ 177,637
2) Small Companies 2,808 17,085| 222 15683| 270 89,090| 3,390 122,758
a) Manufacturing 401 ‘ 2,735 23 i 1,652 38 | 16,980 562 21,367
b) Commercial 1,652 | 10,233 150 | 10,562 171 | 56,200| 1,973] 76,995
¢) Others 845 | 5,017 %9 | 3,469 61| 15910 955/ 24,396
3) Sociétés Anonymes | 1,016 8,355 91 6,360 310 | 281,152 1,417 295,867
a) Manufacturing 334 2,700 27 | 1,938 109 | 84,132 470 88,77
b) Commercial a3t 2,611 35 ‘ 2,396| 105 | 68,975 471 73,982
¢) Others a51 3,044 29 | 2,026 96 ‘ 128,045 476 133,115
4) Other Depositors? 3,305 23,974 232 | 16,340 348 | 121,166 3,885 161,480
Total as at 31.12.57 28 589 | 159,976 | 1,431 | 100,418 1,765 1‘ 727,184 | 91,785 987,578
Total as at 31.12.56 92,396 | 180,038| 1,454 | 107,962 1,504 | 513,967 | 35,354 801,969

I. Not including : Sight Deposits of Organizations (Public Utility Enterprises, Oil Companies and
Organizations which are not Sociétés Anonymes and do not come under Lmergency Law No 161/150).

2. Namely : Associations, Corporations, Donation Committees, etc.

— 18—



The considerable increase of deposits cannot be explained merely
as the result of increased incomes over the preceding years and the
pre-war period. An additional explanation for the much higher volume
of annual deposits, as against those of the last pre-war years, could be
that new depositors were attracted by Banks, and they deposit pre-
vious savings with them, as confidence is being gradually restored. An
indication of this development is the considerable increase in the num-
ber of depositors with the National Bank of Greece and Athens, who
were 133,113 on the 31st December 1957, as against 98,303 on the
31st December 1956, for sight accounts and savings bank deposits.
The importance of this phenomenon should not be overrated, of cour-
se, as this is expected to influence deposits towards an increase for
a transitory period only.

The considerable reduction of non-banking loan transactions, as
practiced both during the post-war years and in the years before the
last war, seems to lead to an increased flow of savings with Banks.
Financing through banking channels has now reduced non-banking
financing to a minimum. It is obvious that this fact can be of great
importance as regards both a well balanced financing of the econo-
my’s requirements and the charge on borrowing enterprises.

It has been suggested that the great increase in deposits may also
be due to an inter-relationship between deposits and credits, i.e. that
increased deposits have led to an increased financing therefrom and,
consequently, to a further increase in deposits by those who received
credits, and so on. However, the system of financing in Greece and
the use of credits by enterprises in this country do not make it pro-
bable that deposits can increase considerably from this source. There
can be no question, therefore, of a «credit inflation». It would be
Jjustifiable to believe that such an inflation could manifest itself, under
present conditions, only in the special sense that owing to the existing
system of intervention, pressure is brought to bear on Banks to grant
certain loans beyond the actual requirements of the economy and
without the pre-requisites laid down by sound banking practice. Such
financing, however, does not seem to have taken place on any large
scale until now.

The remarkable improvement in the propensity to deposit and in
the volume of deposits during the last few years, and especially last
year, are shown by thesubstantial increase in deposits with Banks(except
the Bank of Greece), as compared with the gross national product,

=g

Probable causes of
the increased depo-
sits

a) Transfer of older
savings

b) Reduction of non-
banking financing

The improbable view
that deposits and cre-
dits determine each
other )

Favourable signs in
the development of :
a) Deposits and Na-
tional Product



b) Deposits and cir-
culation

Trends of deposits :
a) Concentration of
private deposits with
the N.B.G.A.

b) Fewer deposits of
Public Entities with
commercial banks

Composition of de-
posits and the result-
ing increased cost of
money

Ratio between Gross National Produce and Deposits

{ In market prices. In millions of drachmae)

Gross Na- Deposits wilh
Years tional Banks (except Ratio 9%

Produce Bank of Greece)?!

(1) 2) 211

1938 85,937 23,520 27.4
1954 56,112 3,906 7.0
1955 64,391 4,603 7.1
1956 73,699 6,441 8.7
1957 81,802 10,386 12.7

I. At the end of the year.

This improvement, as well as the development of the banking sys-
tem, are reflected also in the considerable rise in the percentage of de-
posits, in relation to the circulation of bank-notes and to the percent-
age of sight deposits, in comparison with the total money supply. This
development is particularly important in countries where the bank-
ing market goes along with the money and capital market.

The bulk of new deposits again went to the N.B.G.A. last year,
and thus private deposits with us (not including re-deposits of the A-
gricultural Bank and of the Post Office Savings Bank) showed an in-
crease of 1,640.8 million drachmae in 1957, as against 608.7 million
drachmae in 1956, and 308.7 million drachmae in 1955.

Thus, savings flow back into their old and broad channel, and
render to the National Bank its well-known historical characteristics
of a powerful national, independent and self-supporting banking insti-
tution. Out of the total of private deposits with Banks (except the
Bank of Greece), private deposits with the N.B.G.A. represented 47.8%,
by the end of last year, as against 47.19%, by the end cf 1956 and
45.99, by the end of 1955.

Deposits of Public Entities with commercial banks, coming from
re-allocation, according to Emergency Law No 1611/50, showed an
increase of 47.1 million in 1957. But the increase of these deposits
with the other, non-commercial, banks was considerably higher.

All categories of private deposits increased last year, i.e. sight de-
posits by 24.19%, savings accounts by 133.49, and time deposits by
174.8 %, Out of the total of private deposits, the percentage of savings

|



Analysis of Deposits of Private Persons and of Private Entities with
Banks and Banking Organizations, except the Bank of Greece*

(In millions of drachmae)

Cardinal Figures Percentaga

Months ‘

Total Sight | Savings ‘ Time | Blocked| Sight

Savings ’ Time | Blocked

1954 Dec. | 2,249.7 1,607.6; 297.9 | 384 305.8| 715 132 1.7| 136
1955 March | 2,310.9 | 1,601.1 | 320.2 | 47.6] 333.0 69.3‘ 142 21| 144

June | 2,374.0 | 1,605.7 | 355.9 :
Sept. | 25416 | 17199 | 3784 | 684|3752| 677 149| 27| 147

h8.4| 3b4.0| 67.6] 15.0 25| 149

Dec. 3,102.2 1 2,093.5 5229 | 72.1| 413.7] 675| 169 23| 133
1956 March | 3,153.8 | 2,133.4 h68.4 | 37.4| 4146 67.6| 18.0 1.2] 13.2
114.2| 461.4| 58.0f 26.2 34| 127

June 3,658.3 | 2,123.2

=]
(&)

«

59,
20.

o

Sept. | 3,976.1 | 1,901.2 | 1,4 200.4| 454.3| 47.8| 35.7| 5.0| 115

Dec. 4,318.9 | 1,897.6 | 1,757.5 | 226.9| 436.9| 43.9 40.7| 53| 10.1

I

1957 March | 4,957.0 1,8‘15.8; 2,421.3 | 264.8| 455.1| 36.6| 48.8 5.4 9.2
0

(]
bo
b
on
—_—
©
-1

1,942.3 | 3,067.9 | 301.7| 570.8| 33.

Sept. 6,597.8 | 2,143.5 | 3,418.9 | 444.8| 590.6| 32.5| 51.8 6.7 9.0

June 5,882.7

Dec. | 7,676.1 | 2,354.1 | 4,102.4 | 623.5] 596.1| 30.7| 53.4| 84| 7.8

Fluctuations noted in the years 1955, 1956, 1957

1955 852.5 485.9 225.0 | 33.7| 107.9] 30.2| 75.5| 87.8| 35.3
1956 1,216.7 | -195.9 | 1,234.6 | 154.8( 23.2| -9.4| 236.1 | 214.7 5.6
1957 3,357.2 456.5 | 2,344.9 | 396.6| 159.2| 24.1| 133.4| 174.8| 36.4

(*) On the basis of last revision (1958) data of the Bank of Greece,
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The need to improve
composition of depo-
sits further and the
proper policy to this
effect

tose from 40.7 %, at the end of 1956 to 53.4 % by the end of 1957; as the
increase of savings accounts was higher, it follows that there was a fall
in the percentage of sight deposits. This latter percentage dropped from
43.99%, in 1956 to 30.79%, in 1957. The increase in the percentage of
time deposits was also substantial. This fact points to an improvement
in the composition of deposits. The differentiation of interest rates, to
favour time deposits, as from July last, has greatly contributed to this
improvement, as proved by the much faster increase of such deposits
thereafter. But savings deposits also, although withdrawable at any
time, tend to stabilize the volume of deposits. This is due to their origin
and nature as savings (being, therefore, subject to slower movement)
and because they keep adding themselves, from vyear to year, to the
total of deposits in ever increasing amounts. We believe that Banks
rightly assume the onus of high interest rates allowed on deposits of this
category to encourage such savings. This has resulted in a certain quali-
tative improvement of deposits last year, in addition to the quantitative
improvement. However, the continuing and considerable rise of costs,
as a result of this formation of deposits, in general, has absorbed a great
part of profits, which could have resulted from a reduction in the in-
terest rates paid on deposits.

In spite of the foregoing and of the considerable charge to Banks for
the cost of deposits, the proportions of the various categories of deposits
are far from being the desirable ones, at least for the National Bank,
which preferably finances industry. Should there be no improvement
in these proportions, this will mean a serious obstacle to the channel-
ing of deposits thus concentrated to serve the objective of the country’s
economic development. To improve the composition of deposits with
banking organizations, which would undertake the financing of indus-
trial investments it is necessary : a) that an interest rate policy be ap-
plied, which, without increasing the cost of banking money—unless there
is a good reason for it—will aim at establishing those proportions in
deposits which will correspond to the proper ratio between short-term
and long-term loans, and b) that this effort for obtaining a proper ratio
between the various categories of deposits be encouraged by «blend-
ing» these with private deposits of other origin, which would be of a
long-term character. Such capital comes mainly from availabilities of
Public Entities and of the E.D.F.O.

This «blending» of private deposits with money of a long-term nat-
ure is required moreover for the following very important reasons: First,
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the increase of private deposits makes their utilization more difficult
and exacting because of their sensitiveness, as far as their safety is con-
cerned. Larger investments from short-term deposits might create dif-
ficulties, in case of fluctuations in their volume for some reason or other
(such as a mistaken interest rate policy, and so on), as well as risks
concerning the liquidity of the Banks. Second, because the organic con-
ditions of Greek economy do not permit the luxury of long-term private
deposits, whereas the large-scale credit requirements, which character-
ize the development of industry, make the disposal of mixed money
(short-term and long-term financing, in combination) more and more
imperative. Third, because the blending of the said funds would not
only improve their circulation, but would make it also easier to
control their disposal, especially in the case of funds (deposits of Public
Entities), the channelling of which is not followed up at present.
It should be noticed that even the Law of 1928, which required that
Public Entities’ funds be deposited with the National Bank, aimed
basically at creating a steady foundation for sight deposits and
at assisting the National Bank in this manner to carry out its objective
of managing industrial credit, whichis the most difficultand risky branch
of credit. And fourth, because such blending will allow desirable long-
term credit requirements to be satisfied, at a low interest rate, which
will not be prohibitive for this kind of financing.

In setting up a policy, with regard to deposits, Banks are inevitably
confronted with the following basic dilemma: whether they should con-
tinue to aim at obtaining an improvement in the qualitative composi-
tion of deposits, in order to ensure a sounder, steadier and more regular
financing to the economy, despite the higher cost that such improve-
ment involves, or whether they should seek a reduction in the cost of
deposits, which would allow the financing of productive enterprises
under more favourable terms.

In any event, qualitative improvement and stability of deposits are
generally considered most important for Banks, whose main objective is
the financing of industry and of large enterprises. Under present condi-
tions, which are still unfavourable for long-term deposits, and due to
reluctance on the part of depositors, stability of capital is preferable
to a lower cost of same, for two basic reasons in particular. First,
because it is certain that firms financed by such Banks are enterprises
which, owing to their nature and size, do not have the elasticity and
liquidity of commercial firms, the financing of which is the rule for

. .

The National Bank’s
basic dilemma: high
cost of deposits or
high production
costs? '



The effort to lower
the cost of money is
incompatible with
the policy of block-
ing deposits.
Contradictory
aspects of credit

policy

commercial banks. But the main reason perhaps is the fact that even
short-term industrial credit is of longer duration than other categories of
short-term credit, and the way in which working capital has to be at the
disposal of industrial enterprises is more permanent.

We believe, therefore, that application of a policy aiming at the
qualitative improvement and the stability of deposits, even if involving
a higher cost for deposits and consequently for financing, will finally
lead to a lower charge on production costs. Because, if the volume of
deposits were not steady, difficulties might arise in making credits avail-
able, thus causing a disorder in production, as well as a further seri-
ous increase in costs, owing to interruptions in the activity of enterprises,
or to inevitable recourse of same to non-banking financing at high inter-
est rates.

The National Bank, both as an institution with a social mission and
as a financing organization, aims above all at securing regularity in the
productive process and at reducing the cost of same. It is for this reason
that even after savings have returned to the Banks, the National Bank
now aims at an improvement of the composition of deposits, which is a
basic pre-requisite for the financing of production in a way that will
correspond to the said objectives.

The abovementioned considerations do not mean, of course, that
there should not be made every effort, which is compatible with the
obtention of stability in deposits and financing, in order to ensure low-
er cost of money. But the efforts in this direction and the policy sug-
gested for lowering the cost of money are surely not compatible with the
policy of blocking the availabilities of Banks, a policy which inevitably
leads to an increased cost of deposits. Such blocking has not proved ef-
fective, because the funds in question were not used for the purpose for
which they, had beenintended. The use of these funds as intended, would
really have been extremely dangerous under present conditions. Fur-
thermore, the blocking of banking funds thwarts also the National
Bank’s efforts to bring about a better composition in its availabilities.
It thus hinders the business of extending loans to industries, a business
which 1s of a special nature.

On the other hand, these restrictions, leading, as they do, to the
channelling of funds to other organizations, are not only a burden on
the average cost of deposits with commercial banks, but they also result
in a scattering of this money. Such scattering is not without risks for the
Banks or for their deposits. How 1s it possible, in the midst of such con-
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tradictory views on the Greek credit policy, to ensure a normal opera-
tion of the country’s economy and still more to ensure its recovery?
In any event, the need to reduce the cost of money requires that
interest rates on deposits be steadily lowered in the long run, at least
for certain categories and in due time. Along with an improvement in
the other factors of bank-money costs, such reduction would lead to an
average cost, which would render long-term financing possible at sound
interest rates. It is not possible, however, to determine from now what
the proper reduction should be, or when the proper time will come to
apply it. First, because the reaction of depositors will have to be exa-
mined over a longer period, as these reactionsare not quite clear, follow-
ing the last lowering of interest rates, as evidenced by a decrease of
deposits observed during the last two or three months. Second, because
it is impossible to foresee what conditions will arise in the banking mar-
ket and especially in the non-banking market, as a result of an eventual
return to the restrictive measures on credits, which were taken in the
past as a means of regulatory intervention for reasons of foreign exchan-
ge policy or others. Third, because the policy regarding deposits and
interest rates should be directly related to the extent and composition
of the demand for short-term and long-term credits; such credits are
to be included in a sound program on credit requirements, which will
guarantee a maximum productivity to economy, as well as safety, along
with liquidity for Banks and deposits. There is neither a general co-
ordination program, at present, nor can each Bank set up a financing
program of its own in connection with a policy on deposits. But even if
one of them, like the National Bank, were to set up a program of depo-
sits and financing, in the absence of a general program,such a special
program would surely run the risk of being overturned, since regula-
tions, introduced from time to time, without general criteria or direct-
ives, specify to the Bank the disposal or non disposal of funds. Only by
reconsidering the whole subject of credit, according to a general pro-
gram, and by determining the credit requirements in short-term and
long-term capital, arising from such program, or, otherwise, by creating
an institution, or agency, which will concentrate short-term and long-
term financing and will be able to plan loaning and guide investments,
will it be possible to specify both the limits and the conditions for a
systematic and correct policy on deposits, in conformity with the eco-
nomy’s requirements in short-term and long-term capital. Otherwise,
the policy of deposits and of interest rates, and any decisions to change

O

Basic principles of
long-term policy on
interest rates



Extent of increase
in bank financing

As a result of the in-
creased deposits:
a) Credits granted by
commercial banks
with Bank of Greece
funds have been re-
duced to a minimum

1t, would not be the outcome of reflection or of a previous examination
of the requirements of the economy.

2) Development and formation of financing

Thanks to the increasing concentration of deposits, the total bank
financing extended to the country’s economy last year showed an ap-
preciably higher rise than during the previous year.

Expressed in 1938-drachmae, this rise is higher than that of the last
pre-war vears, and its percentage on the gross national product is
approaching the pre-war percentage by now.

Ratio between Gross National Product

(in market) prices and Credits
( In millions of drachmae)

Gross National Total of Ratio percent

Year Product Credits i |
e W L

1938 85,937 22,284 25:9
1954 56,112 10,594 18.9
1955 64,391 11,631 18.1
1956 73,699 14,740 20.0
1957 81,802 18,936 23.1

1. At the end of the year.

By the end of 1957, the share of the National Bank of Greece and
Athens in the total bank financing was 25.9%,. This financing included
credits granted by special organizations and credits extended from Go-
vernment funds through the Banks. During thelast two years, the Nation-
al Bank’s share showed a steady increase (1955: 19.6 %,; 1956: 23.3%,).
This quantitative improvement in bank financing of the country’s
cconomy is, at the same time, a qualitative improvement in business
financing, generally. The reason for this qualitative improvement is
that non-banking high-interest and irrationally-channelled loaning is
being replaced by bank financing. Furthermore, one should particular-
ly stress the fact that the financing extended by commercial Banks from
Bank of Greece funds has now been reduced to an insignificant amount.
Following its considerable decrease last year, the financing granted by
commercial Banks from this source, as at the end of that year, amounted
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to 300 million drachmae only (as against 472 millions at the end of
1956), whereas the total financing extended by these banks by the 31st
December, 1957, amounted to 7,590 million drachmae. It should be noted
that, on the same date, deposits of the commercial banks with the Bank
of Greece, some bearing interest and others none, amounted to 1,273
million drachmae (as against 336 millions at the end of 1956).

Only credits granted by the Bank of Greece direct and by the Agri-
cultural and Mortgage Banks, with Bank of Greece funds, showed a
substantial increase last year. Thus, the outstanding balance of credits
granted by the Bank of Greece direct amounted to 1,344 million drach-
mae on the 31st December, 1957, as against 1,112 millions on the 31st
December, 1956. It should be noted that these credits actually origin-
ated, to a great extent, from deposits of commercial Banks, which these
Banks are obliged to re-deposit with the Bank of Greece. Thus, it is
private deposits with commercial Banks which actually provide, for a
great part, the money for new credits granted by the Bank of Greece
direct and through other Banks.

The fact that the credits granted by the Bank of Greece direct
originate from the privilege of money issue and from the non-interest
or low-interest deposits of commercial Banks with it leaves very large
margins of funds to the said Bank, as it is also apparent from the results
of its balance sheet. It would be easy to use a part of these margins in an
effort to reduce the very considerable burden on the cost of bank money,
which is due to various measures and to the blocking of money, thus
enabling a gradual improvement and lowering of the interest rates on
credits.

On the other hand, by restricting its direct loans and by offering
commercial Banks the possibility of granting corresponding credits,
the Bank of Greece would be able to obtain for the benefit of the coun-
try’s economy and currency the following: First, to reduce organically
the cost of money for Banks. This would result automatically, if the
high percentage of blocked funds were reduced and the amount of
loans granted by commercial Banks were increased ; this would further
lead to a natural lowering of interest rates on credits. Second, to prevent
a credit inflation and arrange that credits, in general, be not extended
beyond measure. To obtain this, it would be necessary to restrict the
total of short-term credits coming from commercial Banks and, beyond
these, from the Bank of Greece.

b) More and more
credits are granted
by the Bank of Greece
from Bank deposits
with it

This fact provides
the Bank of Greece
with the possibility
of reducing the cost
of money



Total Financing to the Economy, by Source and Institution

(At the end of each year, in millions of drachmae)

Financing Banks and other 1955 1956 1938 7
Credit Organizations Amount % | Amount % | Amount %,
\ \

National Bank of Greece and Athens| 2,283.3 19.6| 3,431.0 23.3| 4,895.0| 25.9
a) From its own availabilities 1,597.1| 13.7| 2,325.7| 15.8( 3,879.3| 20.5
b) From Bank of Greece funds 2715 231 3145 24| 1929 1.0
¢) From funds of Public Entities 41470 3.6] 790.8) 5.4 822.8| 4.4

Other Commercial Banks 1,302.4 11.2] 1,813.5 12.3| 2,694.7 14.1
a) From their own availabilities 1,119.9| 9.7) 1,665.2| 11.2] 2,687.0| 13.6
b) From Bank of Greece funds 1085 0.9 157.6| 1.1 107.3| 0.5
¢) From Funds of Public Entities 740/ 0.6 0.7/ 0.0 0.4 0.0

Bank of Greece, direct 988.0 8.5 1,112. 7.5 1,343.8| 7.1

Agricultural and Mortgage Banks 4,028.6 34.6| 4,626.6 31.4 6,023.4 31.8
a) From their own availabilities 573.0) 491 8405 5.7 981.2| 5.2
b) From Bank of Greece funds 3,455.6 29.7| 3,460.8| 23.5| 4,595.5| 24.3
¢) From funds of Public Entities — | — 325.3| 22| 446.7| 23

Economic Development Financing i
Organization (E.D.F.O.) ‘

Tts own funds 2,326.4 20.0| 2,734.9| 18.6 2,759.5 14.6
of which : through Agricultural Bank 45.0| 68.0 74.0
of Greece |

Other Special Organizations 311.4 27| 400.4| 2.7 5059 2.7
(from their own availabilities) 391.2 3.4 621.8 4.2 713.7 3.8

Government availabilities 334.3 526.4 620.1
of which : through Agricultural |

Bank of Greece and Na-
tional Mortgage Bank of
Greece. :
Grand Total 11,631.3 100 [1,4740.5 100 (18,936.0 100
| i }

Such a policy would lead to the best possible results and would en-
sure not only a smoother and sounder formation of the monetary and
credit situation for the benefit of the country’s economy, but alsoa more
rational structure and a more consistent operation of the country’s bank-
Ing system.

Composition of Bank Credits extended to all branches of the economy, last year, showed

creditsanddirectives ., . qiderable increase. Thus, calculated on the basis of the annual

of the National Bank ; .
average, bank credits extended to manufacturers and handicrafts in
1957 increased by 26.5%, or by 33.19%, if loans granted at the end of
the year are taken into account, as compared with the year 1956. Loans
to trade increased by 26.5%, or 22.99%, respectively. The total bank
financing did not show any considerable change in its composition.
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Breakdown of total increase in Financing by Source of funds and Institution.

( Amounts in millions of drachmae)

Source and Institution

Increase in total Financing

Percent increase
between :

31.12.55-31.12.56 | 31.12,56-31.12.57

31.12.55-31.12.56 [31.12.56-31.12.57

Total increase

1. Bank’s own availabil.
a) Commercial Banks
of which : N.B.G.A.
b) Agricultural Bank of
Greece and National
Mortgage Bank
c¢) E.D.F.O.
d) Special Organizations
2. Bank of Greece funds
a) Commercial Banks
of which: N.B.G.A.
b) Agricultural Bank of
Greece and National
Mortgage Bank
c) Bank of Greece
3. Funds of Public Entit.
a) Commercial Banks
of which : N.B.G.A.
b) Agricultural Bank of
Greece and National
Mortgage Bank
4., Government funds
of which : through A-
gricultural Bank of
Greece and National
Mortgage Bank

1,263.9
(728.6)
267.5

302.8
(376.1)
325.81

(192.1)

|
3,109.2 \
2,028.9 |

221.6

628.1

230.6

-171.9
(-121.6)
1,134.7

(]
w
—
o

(32.0)
121.4

(93.7)

4,195.5
2,756.2

1,194.3

15341

91.9

26.7 28.5
34.2 34.6
46.5 62.4
45.6 66.8
46.7 16.7
17.6 0.9
28.6 26.3
4.6 23.7
24,2 —36.4
15.8 —38.7
1.5 32.8
12.6 20.8
128.5 13.7
62.0 &0
90.7 4.0
37.3
58.9 14.8
(57.5) (17.8)

1. The amount of credits granted by the Agricultural Bank of Greece and the National Mortgage
Bank of Greece from Bank of Greece funds showed a limited increase in 19536. This was due to the fact
that the National Mortgage Bank of Greece stopped using Bank of Greece funds for its loans, after funds were
allocated to it derived from deposits of Public Entities.

However, the percentage of credits to manufacture and commerce show-
ed a small increase. Thus, credits extended to industry in 1957 (aver-
age annual level) reached 37.6 9 of the total bank financing, as against
36.8 9, in 1956. As regards credits allocated to commerce in 1957, these
reached 199 in 1957, as against 18.59, in 1956. By the end of last
year, the National Bank of Greece and Athens extended more than half
of its loans to industry and handicraft, i.e. 50.7 9, against 44.8 %, grant-
ed in 1956. Most of the total increase in credits extended to the econo-
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Total Credits granted to Economy by Branches

(End of each year, in millions of drachmae)

Categories of Loans 1955 1956 1957

Amount % | Amount % | Amount %
Industry 4,191.6| 36.0] 5,158.0| 35.0| 6,786.2| 35.8
Handicraft 123.3] 1.1 263.3| 1.8} 426.4| 2.3
Commerce 1,692.9| 14.6] 2,690.2! 18.2| 3,307.4| 175
of which : domestic 792.2| 6.8| 1,005.1| 6.8| 1,438.7, 7.6
imports 178.6| 1.5 259.1 18| 311.3] 16
exports 242.4| 22| 346.1| 23| 482.1| 2.6
tobacco trade £79.7| 4.1{ 1,079.9 73| L.a758) 97
Miscellaneous!? 1,320.1| 11.3} 1,513.6| 10.3] 1,844.5| 9.7
Agriculture 3,804.3| 32.7| 4,548.0 30.9| 5,876.4; 31.0
Housing 4991 4.3| 567.4| 3.8 6951 3.7

Twital 11,631.3i 100 [14,740.5] 100 |18,936.0| 100

I. Including credits to P.P.C. from funds destined for medium-term financing (Currency Committee
decision No 1010/57) and loans to Insurance Funds.

Problems and prin-
ciples arising from
the increased short-
andlong-term credits
extended to industry
a) for the Banks

my by the National Bank of Greece and Athens was channelled by it to
industry, in combination with basic industries (specifically to the Public
Power Corporation, etc.). Thus, this Institution has consciously moved,
with its own means and deposits, the centre of gravity towards the de-
velopment of the country’s industrial potential.

The increase noted in the total of bank credits extended to industry
mostly concerned short-term financing. Thus, compared with 1956, the
average annual level of short-term financing in 1957 showed an increase
of 39.19%, whilst long-term financing increased by 5.8 %,

This development of industrial credit should be made the object
of a more careful analysis, so as to reach certain conclusions and lay
down a series of principles for the development of a sound policy on
industrial credit. First, it should be stressed that the great increase noted
in short-term credit extended to industry was not in the form of dis-
counting, but of loans for working capital, which are now the bulk of
short-term financing to industry.

Sufficient working capital to meet the requirements of a constantly
progressing industry is a basic pre-requisite for a smooth expansion of
its productive activity. It is the duty of Banks, however, to aim always
at keeping these loans within proper limits, and not to give in to exor-
bitant requests for such capital, thus causing an accumulation of exces-
sive stocks and supporting productivity beyond the capacity of the
market.
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Credits granted by the National Bank of Greece and Athens,
by Branches

(End of each year, in millions of drachmae)

1956 1957 Percent |" oroEht ‘;,i Lola,
Branches = [ by com. banks
Amount % Amount % increase ”iﬁw
|

Industry 1,421.0 | 41.4|2,300.1' 47.0| 61.9| 644| 63.6
of which : Bills discounted 523.0 | 15.2| 546.8 | 11.2 46| 57.2| 591
Working capital 898.0 | 26.211,736.3 | 3b5]| 93.4]| 69.5| 649
Tixed installations — — 17.0t 03| — — 96.6
Handicraft 115.8 | 3.4| 1827 3.7| 57.8| 44.0| 428
Commerce 1,485.1 | 43.3|1,871.2 | 38.2| 26.0| 65.7 647
of which : Domestic H48.6 16.0] 826.9 16.9] 50.7| 584| 60.8
Imports 110:2 3.2 41425 2.9 29.3| 43.8| 46.5
Exports 215.0 6.3 291.0 59| 35.3| 64.0| 6141
Tobacco trade 611.3 17.8| 610.8 125 0.1 83.9| 81.7
Miscellaneous 409.12 11.9| 541.0:, 11.1| 32.2| 79.6| 82.6
Total 3,431.0 | 100 [4,895.0 | 100 | 42.7| 654 645

| |

I. Not including loans to Public Power Corporation from funds intended for medium-term credits
(Currency Committee decision No 1010/57), which are included in loans for miscellaneous purposes.
2. Including loans to Insurance Funds, i.c. 218.4 millions on 31.12.1956, and 166.6 millions on

31.12.1957.

Total Bank Credit granted to Manufacture and Handicraft

1. On the basis of average annual level.

(In millions of drachmae)
Short-term credits L ¢
ong-term .
Year - | Discount- Working credits Handicraft
Tota ing capital
1 | 2 1 2 1 2 1 2 1 2
1955 2,497 | 2,357 761 845 1,436 | 1,512 | 1,798 | 1,835 119 123
1956 2,523 | 2,976 832 981| 1,691 | 1,995 2,099 | 2,182 216 263
Increase as against previ-
ous year 326 619 Vs | 136 255 483 301 347 97 140
% 14.8  26.3 9.3 16.0 12.7| 31.9 16.7| 18.9 81.5| 113.8
1.9°5 7 3,510 | 4,488 955 | 1,004 2,555 3,484 2,221 2,299 386 426
Increase as against previ- 987 | 1,512 123 | 23 864 | 1,489 199 1417 170 163
ous year ‘
oL 391 50.8] 14.8 23| 51.0| 74.6 5.8 D4 78.7 62.0

2. On the basis of balances at the end of the period.
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Average Credits granted by the National Bank of Greece and Athens
A.Bybranches

(On the basis of monthly balances. Amounts in millions of drachmae )

b) for industrial en-
terprises

1956 1957 Per- |Percent on total
cent of | loans granted by
Amounts T . ) increa- | commer. banks

Amounts D Amounts | % e 1956 | 1957

Industry 1,181.2 | 40.4 | 1,770.8 | 43.9 | 49.9 | 647 64.0
of which :

Bills discounted 400.9 13.7 515.3 12.8 28.5 52.2 58.1

Working capital 780.3 | 26.7 | 1,252.5 | 31.0 | 60.5 | 738 66.7

Fixed installations — — 3.0 0.1 — — 93.8

Handicraft 97.3 3.3 156.7 39 61.0 45.1 40.6

Commerce 1,309.8 44.8 | 1,709.8 424 | 305 66.6 66.3
of which :

Domestic 535.1 18.3 692.8 12.2 29.5 60.4 58.2

Imports 83.7 2:9 122.0 3.0 45.8 421 48.6

Exports 143.2 4.9 182.6 4.5 27.5 60.0 63.6

Tobacco Trade 547.8 18.7 712.4 17.7 30.0 85.0 83.8

Miscellaneous 335.1 11.5 398.2 98 | 188 77.2 78.1

I
Total 20234 | 100 | 40355 | 100 | 380 | 658 | 647
B. By Source of Funds

From Bank’'s own availabilities 1,890.5 64.7 | 3,047.4 758 61.2 58.3 59.0

From Bank of Greece Funds £17.5 14.3 189.4 4.7 |—54.6 77.0 68.9

Public Entities Funds 615.4 21.0 798.7 19.8 29.8 93.1 99.9

Total | 20234 | 100 | 40355 | 100 | 38.0 | 658 | 647

The Banks should play the role of a guide, and this can only be
performed if they do not grant credits beyond actual requirements. To
this end, their financing should be determined according to market
conditions and to the enterprises’ potential, considering also the nature
of deposits with the Banks. An over-estimate or excess over and above
the buying capacity of the market would bring about serious difficult-
ies to both the enterprises and the banking system. Since the outlet of
the Greek industry is, for the major part of its production, the domestic
market, the trends of that market should be closely followed up. Fluct-
uations of a temporary nature should not be overrated, so that credits
granted will meet the actual needs of enterprises and not be determined
simply by the amount of availabilities with Banks. Otherwise, the cre-
dit mechanism could present signs of inflexibility, which could very
seriously affect the economy as a whole. These effects could be still
greater, as it is likely that international economic activity and prices
will decrease.

The duty of enterprises, on the other hand, is to have such an organ-
ization, as to enable them to plan and carry into effect the expansion



of their existing plants and to increase their production, after evalua-
tion of the data concerning the demand and possibilities of the money
market. It should not be forgotten, moreover, that the amount of short-
term money available with Banks and the possibilities of obtaining
short-term credit from such money for working capital should be the
main basis for determining the extent of the long-term investments
planned. It is also the duty of enterprises to improve their organization
continually, to cut down their expenses and to improve their capability
for competition, so that they will increase the possibilities for the absorp-
tion of their products and be in a position to face adverse developments.
If this is achieved, the bank credit could be adapted, so as to satisfy the
needs of enterprises.

If long-term credits to manufacture are slow to increase, this slow-
ness is largely due to the qualitative composition of the demand for such
credits. As long as requests for funds are not made as they should be,
after a careful estimate of the needs to improve and complete industrial
technical equipment, and after evaluation of the market conditions,
the banking system is right, we believe, in not meeting this demand and
1s wary or even opposed to such demand, especially for long-term loans,
which would place funds coming from deposits beyond the Banks’
control.

There is no doubt that, during the last few years, substantial pro-
gress was made in several cases, by modernizing technical equipment
and by raising the organizational level, especially of pioneering enter-
prises. Nevertheless, much is still left to be done for both a rational
organization of many enterprises and a renewal of their plants. Only
if this is done, the Banks would be justified to increase the channelling
of long-term funds to enterprises.

Furthermore, an improvement in the enterprises’ organization and
a reduction of their costs would bring about the following good result:
by increasing their profits and the possibilities of building-up reserves,
the enterprises would be in a position to promote self-financing, which
—up to a certain extent—constitutes a basic condition for their sound
development and for their obtaining assistance through credits. This
is natural, as the increased means of enterprises deriving from reduced
costs, and the establishment of a sounder proportion in relation to ca-
pital borrowed by them, would result in lightening their fixed costs
and 1n a further increase of their output and business profit.

It is true that, in order to achieve the necessary technological pro-
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The basic problem of
high interest rates
charged to industrial
enterprises, and fact-
ors preventing a re-
duction of these rates

gress and a rational organization of enterprises, by the restoration of the
right proportions between short- and long-term credit, and by a sound
readjustment of the latter, private business should have the support
of a special organization. The National Bank of Greece and Athens,
appreciating the efforts made by enterprises, wishes to assist them, by
examining the possibilities of helping and re-organizing each branch
and by inviting foreign experts for this purpose. But the problem is
much more extensive and, as will be mentioned below, should be ap-
proached as a whole, on a more general basis.

The level of interest rates charged for credits is a basic question for
rational financing. Its significance is becoming more serious, day by day,
as domestic and international trends make it necessary to increase the
competitive ability of enterprises. It is generally known that post-war
conditions have caused an enormous increase in banking costs, which
set a minimum limit to the level of interest rates charged on credits
granted. We believe that two converging trends will justify and allow—
not in a very distant future—a reasonable reduction in the interest rates
on credits. This could be achieved at least in certain categories of enter-
prises, especially in those where the rate of interest is a major charge on
the cost of the commodities offered, or where the enterprises concerned
are confronted with keener competition.

These trends consist, first, of a gradual elimination of excessive de-
mand for credits at high interest rates, with a parallel organic and per-
manent monetary stability; and second, of a continuous reduction of
banking costs. The latter reduction, which is due to increasing invest-
ments, on the one hand, and to a relative restriction of banking expen-
ses, on the other, is already considerable. In the case of the National
Bank of Greece and Athens, the percentage of the charge on credits due
to pay-roll, contributions and general expenses, dropped to 6.959%, in
1957, against 8.999, in 1956 and 10.349, in 1955. A deterring factor
to this favourable development is the charge on Banks owing to constant-
ly increasing formalities in the banking business, but mainly on account
of the fact that Banks are burdened with an increasing accumulation
of funds from high-interest deposits with them, which are left unused.
This accumulation is the result of direct or indirect restrictions, which
oblige commercial Banks to make low-interest or non-interest deposits
with the Bank of Greece. According to the National Bank’s estimate,
the charge on the average interest rate of bank deposits, as a result of
these restrictions, has been very considerable. This is an obvious proof
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that: 1) abolishment of existing restrictions will lead to sounder levels of
interest rates on credits extended to Greek economy, much more safely
than would a reduction in the interest rates on deposits; 2) as mention-
ed above, the reduction obtained in banking costs, in the case of the
National Bank, is greatly counterbalanced by the charge due to the
blocking of funds.

Regardless of the reasons put forth from time to time to justify the
blocking of funds, this measure was mainly intended to combat infla-
tionary factors originating from other sources. It cannot be said that
credit extended by commercial Banks can bring about inflation as a
result of such credits, because, as was mentioned previously, an upward
spiral of deposits and credits does not actually exist. Furthermore, pro-
vided that banking principles are strictly adhered to, there should be
no danger that credits would be extended beyond measure. It is the
responsibility of the Banks to keep credits within the margins of safety
and within the needs of the economy. Moreover, credits extended by
commercial banks until now have served the objective of monetary sta-
bility, as a rule, having contributed to the increased production of
goods and to their distribution, as well as to the smooth supply of the
market.

The inflationary pressures were due to organic reasons of the coun-
try’s economy and to re-adjustments in the cost elements, which could
not be remedied with monetary and credit measures. On the contrary,
the restriction, of credit facilities, to counter-balance increases in money
circulation, which are due to financing for the concentration of products
or to other similar reasons, deprives the credit and monetary policy,
as well as the productive policy, of the necessary consistency. On the
other hand, the credit mechanism is deprived of savings, which, on the
conditions mentioned below, could decisively contribute to increasing
production, to strengthening the competitiveness of enterprises and to
promoting the economy.

We have always believed, and now more than ever, under the con-
ditions that obtain in the credit market, that restrictive regulations of
bank credits do not ensure the best disposal of savings. Such regulations
render credits inflexible, and this makes it difficult to satisfy urgent re-
quirements each time, or even leads to extending credits which are
dangerous to Banks and detrimental to the Greek nation and its econo-
my. These regulations should become increasingly more elastic, with a
parallel increase of the commercial banks’ responsibility, so that financ-
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ing can meet more fully the requirements of production and of circula-
tion of commodities, and meet any special cases that may arise. In this
manner, we think that it would also be possible to satisfy certainrequests
quests from industry and commerce to cover their requirements, e.g.
by financing certain exports on credit, by short-term financing of com-
mercial enterprises, exceptionally and in proportion to their deposits
during the preceding period, by granting certain loans on pledge, etc.

IV. The Greek long-term problem

This country’s economy might be exposed to risks of inflation, if
manufacturing were financed in a way that would not be in harmony
with the conditions of the Greek banking market and with the possibili-
ties of consumers. While the American recession comes to draw atten-
tion to these risks, it is true that, for the time being at least, it has no
substantial or direct influence on the normal course of the Greek econo-
my. But the same remark does not apply to the tendency aiming at
the unification of Western Europe. Production within this union will
reach exceedingly high levels, competition will become more keen and
rapid improvement of productivity will be a matter of survival for each
economy, each economic branch and each enterprise. The impact of
the tendency, thus outlined, on the Greek economic problem will be
definitely stronger and more acute, making the need for a progressive
and rational solution of it most urgent.

Short-term problems of domestic equilibrium have lost their urgen-
cy whilst the basic organic causes of economic imbalance can no longer
be met through monetary and credit handling, which was usual in the
past. Also the maintenance of monetary stability has now become a
subject of secondary importance. The effective solution to the Greek
problem, through industrialization of the country, cannot be obtained,
except by a more rational and systematic financing of industrial bran-
ches and of industrial enterprises, in accordance with the objectives of
the development program. Such financing requires a positive, consist-
ent, coordinative and constructive program, suited to correspond to
the need of a more methodical and intensive facing of economic develop-
ment problems with credits. The great problem today is, therefore, a
re-examination of the credit program. This is related to certain aspects
concerning the more general subject of the country’s credit organiza-
tion, and to the establishment of the most suitable credit mechanism
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for the said objectives, both with regard to the form and the extent of
financing. '

Among the various forms of credit, industrial credit is not only of
primary importance, but also of an altogether special nature. This is due
to the particular way of operation and to the specific mission of the banks
which handle industrial credit within the framework of the country’s
economy. Indeed, the operation of an Institution for industrial credit is
generally connected with the need of a complete technical and econo-
mic organization and of detailed planning. This means the compilation
of technical and economic studies as regards the possibilities of capital
investment and of promotion of constructive projects for the coordinated
and fruitful use of capital of any origin. The operation of an industrial
credit bank is also connected with a socially-minded credit policy,
which would ensure that loans be granted, on the basis of the criteria
of sound progress and of a better composition of the Industry and
investments. At the same time, such an organization must have the
flexibility, vitality and personnel set-up of a private banking institu-
tion, so as to ensure the liquidity of credits granted: credits that are
characterized by a low degree of security and by complicated and sen-
sitive banking activities.

Moreover, the particular mission of an institution for industrial
credit is a consequence of the necessity for it to lay out a singleindustrial
development program, considering that industrial credit, both the so-
called short-term and long-term industrial credit (the latter concern-
ing permanent installations of enterprises or basic investments) is a sin-
gle problem. As such, this problem requires the uniform and appro-
priate solution dictated by the close connection and interrelation of
credits of every form, which are called upon to meet the needs of in-
dustrial economy. This problem further requires a correct evaluation
and fixing of proportions for capital of every form—long-term, medi-
um-term and short-term—which, through the enterprises, the branches
of industry and other investments, lead to an improvement of the ration-
al organization of the entire Greek economy. Specifically, the insti-
tution for industrial credit should, in its operation, aim at the follow-
ing: 1) as regards the individual enterprise, at a close connection and
correlation between fixed and working capital, in order to establish the
proper proportion between them in the productive operation of the
industrial enterprise and thus improve continuously the conditions
of production, and also in order to insure the enterprise against any
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tisk and to secure liquidity for the banking system; 2) as regards the
industrial branch: at facing its composition, so as to be in a position to
obtain the selection of enterprises, which must be incited to radical
efforts for increasing productivity and rationalizing their organization,
with the necessary help in loans and technical assistance, in order to
become, in the course of time, large-scale competitive enterprises, mo-
dels for the other enterprises of the same branch and viable within the
broader national margins; and 3) as regards the economy as a whole:
at the proper coordination of basic and special investments, as we have
explained at length in the respective study of our Bank. The importance .
of organizing industrial credit in this manner and of meeting the whole
industrial problem as one problem, became evident from certain un-
fortunate cases of financing until now and from the excessive waste and
immobilization of capital, as a result thereof. This waste has been a con-
sequence of the policy initiated since the last war to break up industrial
credit amongst institutions of diverging ohjectives, character and cons-
titution, with the result that capital was broken up and dispersed. This
case of channelling short-term and long-term credits without any cohe-
sion, and in many cases the granting of short-term financing for long-
term purposes, is a usual symptom in the present credit relations, which
are detrimental to the progress of our economy.

As a conclusion of the foregoing, it may be said that the interest
in «theory» and in «practice» shown in Greece since the last war is con-
trary to fundamental principles laid down by science and experience,
whether this interest concerns credit intended to cover industrial re-
quirements in «fixed» capital, or credit aiming at supplying «working»
capital, or the setting up of a mechanism which would be able to dis-
pose of credit facilities to the industrial economy.

A change in trends, to avoid any further delay in the restoration
of Greece, would be to concentrate industrial credit and all the relative
investments in the hands of the institution which deals, even now, with
the major part of credit relations of any form with industrial economy,
which it controls and follows up, and disposes of the greatest part of
liquid capital. Because it should not be forgotten that the amount of
liquid availabilities sets the limits to the expansion of investments and
that the center of attraction, around which all business with industrial
economy revolves and concentrates, lies mainly with the current, i.e.
short-term credit transactions. Long-term loans for plants and expan-
sions, for setting up enterprises and participations, for the issuance of
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capital, etc., are interrelated and always in close connection with such
transactions.

In the effort of guiding Greek economy into the European commu-
nity under formation, the country’s Bank of Issue will play a decisive
role, by creating the liquidity required for this purpose and by restoring
a smoother circulation of capital of every form: provided this Institution
will raise itself to become a regulator of credit and the «ultimate»
source of the country’s liquidity. Discontinuation of every activity
tending to undermine the above function (such as the blocking of funds,
retentions and direct business) will be the basis for the success of a credit
program. Banking operation tends to become altogether sui generis
because of the methods imposed on the circulation of funds and of the
blocking of funds in various ways. Consequently, margins should be
created for a greater concentration of capital—particularly at a time
when American aid is extended on a smaller scale and in a form (agri-
cultural products) which offers small service to the country—and the
cost of banking operation should be reduced. Experience has proved
that the various forms of blocking bank funds and the taking away from
the Banks of their own availabilities may serve various objectives, but
these are foreign to a speedy rehabilitation of the country. Because the
dispersal of funds, caused by blocking, has the following effects: it
weakens their effectiveness, it does not ensure their channelling in the
most advisable and fruitful manner, it breaks up the responsibility of
credit institutions and leaves unsatisfied the basic needs of economy, as
no uniform program for the disposal of these funds can be established.

There is no doubt that, especially under the present regime of mul-
tiple industrial credit institutions, the measure lately introduced, name-
ly of having a special service follow up bank credits which are in excess
of a certain amount, will assist banks in their task, by keeping them
informed of the extent of total financing extended to each enterprise.
'This measure, however, cannot help the task of industrial development
in general, as it disregards the essence of the problem. In order to de-
termine the advisable extent of financing for each enterprise, the right
proportions between short- and long- term credits to be extended to
them, and the priority in which each enterprise and each branch will
be financed, special technical and economic studies, as well as specializ-
ed follow up, are required. These are only possible within the limits
of a more general program, which should be drafted by a guiding ins-
titution for industrial and basic investments.
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On the other hand, effective performance of the part played by the
Bank of Greece for the implementation of a program of economic
recovery is not compatible with any further expansion of its credits to
economy direct, For, whereas such an expansion would not increase
the possibilities of controlling and influencing the banking market, it
would hinder both the smooth development of relations between the
Bank of Issue and commercial banks and the introduction of orthodox
and tried forms of dependence of the latter Banks on the Central Bank.

The Central Bank’s degree of success is not measured by its own
business activity or by its assuming responsibility for deciding on any
particular loans. This success is measured by the development of the
banking system, by its suitability for an expedient channelling of funds
available, and by the coherence of its operation from the point of view
of deposits and loans. The Central Bank can, of course, and should for-
bid certain loans or should set limits for others. But what is contrary to
its nature and mission is its undertaking to grant loans itself direct, that
can be given by the other Banks, and also its intervention in obliging
other banks to extend certain loans.

GENTLEMEN,

The nature of Greek economy, as well as developments and trends
abroad, require an objective evaluation and consistent handling of the
country’s economic and credit problems, if the organic weaknesses of
Greece are to be overcome. For this reason, it is now, more than ever,
necessary to introduce an organic program, as well as a credit program
corresponding to it. The objectives of these two programs will converge,
to ensure the quickest and mainly the soundest possible economic deve-
lopment. The effort to concentrate the savings of the Greek people, and
subsequent adequate, steady and balanced financing of transactions
and of production requirements, but also the proper operation, in ge-
neral, of the revised credit mechanism to satisfy all categories of financ-
ing, mark the first stage. After this, the deeper conscious aims of this
Institution are: 1) the creation of pre-requisites, through a uniform
constructive program, based on criteria corresponding to a competiti-
vely developing economy, for restoring a sound, rational and normal
ability to absorb the funds for promoting the necessary investments
and developing creative initiatives; and 2) trending, at the lowest
possible price, the accumulated savings to that qualitative composition
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which will make it possible to satisty, under the best possible conditions,
the planned requirements of longer duration; this should be done with-
out risks, not only for the deposits, for the safety of which the National
Bank, above all, feels very deeply responsible, but also for the curren-
cy and the banking system of the country. During this second stage of
efforts, neither the difficulties nor the need for sacrifices are underesti-
mated by the National Bank. The Bank hopes, however, that the con-
tent and importance of these objectives will meet with a broader under-
standing and that a common national conscience will be formed, away
from the vicissitudes of partial advisability. In any event, despite any
adversities and any interfering obstacles, the encouragement of a speed-
ier economic development will be a steady and persistent policy of the
National Bank. The lessons learned from its great past, the national
conception of economic interest and, above all, the public-utility cha-
racter of this Institution, lead to that direction.

The present National Bank continues the course and the mission of
the old National Bank, whose services to the country’s economy have
placed it in the framework of Greece’s national life. Like the National
Bank which has always been an institution for national objectives and a
pillar, for the great efforts made to lift the Greek nation materially, the
present National Bank of Greece will continue the same mission, with
steadiness and consistence, and having as its sole guide course the pro-
motion of the Greek national interests.
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GENERAL REMARKS ON THE OPERATIONS OF THE BANK

The Bank’s business during the last year 1957 developed as follows :
Deposits

Deposits with the Bank, in general, which amounted to Dr. 4,344 million at
the end of 1956, reached Dr. 6,616 million at the end of 1957, i.e. they showed a
Dr. 2,272 million increase, as against an increase of Dr. 1,268 million during the
preceding year. An amount of only Dr. 55 million of this increase concerns depo-
sits with the Bank’s Branches abroad, and thus practically the total amount of
the increase came from our Offices and Branches in Greece.

A breakdown of these deposits, by categories, as at the end of 1955, 1956
and 1957 was, in million drachmae, as follows :

1955 1956 1957
Sight Deposits 1,860 1,852 2,392
Savings Account Deposits 457 1,051 2,189
Time Deposits 246 650 212
Deposits of Public Entities,
Emergency Law No 1611/50 513 791 823

3,076 4,344 6,616

These figures show that deposits in Greece and abroad, as atthe end of 1957,
increased 52.5%,, compared with the total of deposits at the end of 1956, as
against an increase of 41.59, in 1956, compared with 1955. Deposits with the
Bank’s Branches in Greece, not including the deposits of Public Entities, have
increased 769%,, as against 519, which was the increase of deposits at the end
of 1956, in relation to the total of 1955 deposits. Savings deposits increased 1259,
as against a 1979, increase in 1956.

In 1957 also, deposits, generally, and particularly Savings account deposits,
went on increasing, despite a slight reduction in the interest rate, which was
reduced as from July 1, 1957, for deposits generally, and as from October 1,
1957, for Savings account deposits.

=k



Financing by the Bank of Greece

As expected and mentioned in our Report, which we addressed to you last
year, the money for the loans granted by our Bank throughout 1957 came from
the Bank’s own funds. In addition to this, money of our Bank, for which no pro-
per investment was possible, due to the restrictive conditions set by the Currency
Committee, was left deposited with the Bank of Greece until August 31, 1957.
This money amounted, on March 15, 1957, to Dr. 378 million.

In August 1957, the Currency Committee, by their decision No. 1015,
abolished their previous decision No. 978 of July 30, 1956, which required Banks
to invest a certain part of their deposits in special loans, and stated that such
Banks were entitled to be financed by the Bank of Greece for the part beyond
this percentage. The new decision stated that Banks should grant loans, there-
after, from their own availabilities, supplemented by re-descounting of industrial
drafts and, on an exceptional and temporary basis, by overdrafts on their current
accounts with the Bank of Greece.

The same decision further permitted Banks to be financed, exceptionally,
until the end of October 1957, for loans granted especially to the export trade.

Even after the new measures came into effect, we made no use of such financ-
ing, but, on the contrary, we invested our funds with the Bank of Greece, which
amounted to Dr. 254 million on December 31, 1957, at 59, interest.

Moreover, capital deposited with the Bank of Greece, intended for financing
medium-term industrial loans, was left unutilized. This capital, which, at the
end of December 1957, amounted to Dr. 92 million, was lelt over after part of it
had been used for medium-term loans. These funds came from the 309, increase
in our deposits of all kinds, as from June 1957, following the decision of the
Currency Committee.

It should be pointed out that an average total of Dr. 395 million was left,
in 1957, in the form of compulsory deposits and investments, compulsory or not,
more than half of which brought no interest, whilst the balance earned interest
at 5% p.a.

This capital, at the end of January 1958, amounted to a total of Dr. 1,055
million, one third of which brought no interest, whilst the balance earned interest
at 5%, p-a. Nearly one half of these funds were deposited obligatorily, following
a decision of the Currency Committee stating that 109, 129, and 14%, of all
kinds of private sight and Savings account deposits be compulsorily left deposited
with the Bank of Greece in December, January and February, respectively, re-
gardless of the other provision permanently in force requiring that 8% of these
deposits be obligatorily deposited.
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The loss to the Bank, as a result of this compulsory immobilization of such a
volume of capital, in addition to its cost due to the high rate of interest payable on
deposits, is evident.

Loans and Advances

Loans and Advances, on December 31, 1957, amounted to Dr. 5,309 million,
as against Dr. 3,778 million at the end of 1956. The year 1957 showed an increase
of Dr. 1,531 million, representing almost entirely loans and advances abroad
increased by 39 million only.

The average of loans and advances, generally, amounting to Dr. 4,407 million
in 1957, increased by Dr. 1,120 million, over 1956, as against Dr. 575 million in
1956 over 1955.

Tourism

In 1957, we spent about Dr. 3.5 million for minor completions to the build-
ings of our hotels at Iraklion and Kavalla, for furnishing both hotels and for
constructing the major part of our hotel building at Alexandroupolis. This money
came from the Dr. 6 million left available, as mentioned in our 1956 Report. A
sum of Dr. 2.5 million was left over, and efforts will be made to complete with
this amount the building of this third hotel, at Alexandroupolis, and to furnish it.

The first two hotels, as above, are already operating.

“Astir,, Hotel Company, who have undertaken to operate the bathing and
other facilities at Glyfada beach and our hotels at Rhodes, received no further
financing from us in 1957. On the contrary, their operation left certain surpluses,
which are deposited with us. Profits from this operation show a continuous in-
crease with the progress of time.

The firm “Kamena Vourla Radium Springs,,, Société Anonyme, increased
its share capital in 1957 by issuing 15,000 preference shares of a nominal value of
Dr. 3,105,000.

After the other shareholders had declared that they were unable to take
up the shares they were entitled to, all the shares were bought by the Bank, at
par.

The Bank now holds, therefore, 789, of this Company’s shares.

The Company signed a new contract with the Greek National Tourist Or-
ganization, in 1956, following a Law requiring that the original contract be re-
vised. Under this new contract, the Company secured the operation of Kamena
Vourla Mineral Spa until 1990 and was allowed a five-year period within which
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construct the indispensable new works, the cost of which is estimated at about
Dr. 18 million.

The Company intend to carry out these projects, partly with their increased
capital, as above, and by using the operation surpluses during the five-year
period, and partly by contracting a long-term loan.

The Mineral Spa in question combines many natural advantages and deve-
lops satisfactorily from year to year. It is believed that after the construction of
the new Athens-Thessaloniki national highway, which is being laid out and
passes by this Spa, the latter will develop considerably in the course of time.

Shipping

It is generally known that the Greek mercantile marine assumed world-
wide proportions after the last war. Greek shipping lays claim almost to primacy
over world tonnage and takes part in all fields of shipping activity. Nevertheless,
Greek shipowners found no banking assistance in Greece, to serve even their
clementary requirements, such as to cover the expenses of vessels on their arrival
in Greek ports. This applies to Greek-owned shipping, flying either the Greek
flag or foreign flags.

The National Bank, faithful to its long tradition to consider it its duty
and obligation to assist the development of every Greek national effort, has
extended its activity, in a systematic and organized manner, also to the
shipping sector in Greece.

We thus proceeded to establish, in August last, special Services in Athens
and Piraeus, under a Department for Shipping Business with the Administration
designed to serve seamen. These services aim at the promotion and development,
in general, of the Shipping Credit branch in Greece.

Purchase of Sterling Loan Bonds of the National Mortgage Bank of
Greece

During the year 1957, we were faced with a question which arose from a
guarantee given by the former National Bank of Greece in connection with the
above National Mortgage Bank of Greece bond loan.

Bondholders abroad, representing 87%,, refused to comply with the pro-
visions of Decree-Law No 3393/55, which reduced the bond capital by 50%
and extended the time of repayment until the year 2028. This Law further
reduced the interest rate from4.75%, t02.5%,. The bondholders in question then
lodged lawsuits before the English Courts, claiming payment of matured
coupons, first, and payment of matured capital, afterwards,
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With the consent of the Greek Government and of the Bank of Greece,
our Bank made efforts and obtained a compromise with bondholders abroad
who possess 859, of the bonds in circulation. For reasons of principle, this
agreement included bondholders who had complied with Decree-Law No
3393, and the Bank paid £42.10.0 per £100 bond, including coupons as from
June 1, 1941, and hereafter, etc.

Thus, out of a total of £1,950,000 bonds, we purchased bonds of a
nominal value of £1,646,500, and paid about £700,000 in foreign exchange,
which the Bank of Greece made available to us against payment of its counter-
value by our Bank.

Should the continuing suits of the bondholders, who claim the matured
capital of their bonds, end in their favour at the next stages of appeal and
quashing, considering that the first Court has decided against the Bank, the
amount we will have to pay is expected to amount to another £250,000.

We are discussing the matter with the National Mortgage Bank in a spirit
of mutual understanding, and shall reach an agreement, whereby the amount
we have paid will be repaid to us by the said Bank in 20 years, on an amorti-
zation basis, plus interest at 59, p.a.

We sincerely believe that this solution was highly successful, for if no agree-
ment were reached with the bondholders, the sum we would have been called
upon to pay to settle capital and interest would have amounted to more than
three times the amount paid for the purchase, provided, of course, that the
English Courts will decide against the Bank at the last stage of the legal proce-
dure.

Portfolio of Securities

The book value of the Bank’s securities in portfolio as at 31st December,
1957, amounted to 589.6 million drachmae, as against a balance of 580.6 mil-
lion drachmae on 31st December 1956.

The surplus difference of 9 million drachmae is due to shares purchased
in various companies and to new shares bought due to capital increase of com-
panies, old shares of which are owned by the Bank, less amounts collected from
the sale of some shares and from bonds drawn by lot at par.

Real Estate

The book value of the Bank’s Buildings and Real Estate as 31st December
1957, amounted to 371.3 million drachmae, as against a balance of 371.1 mil-
lion drachmae on the 2nd January (after the new adjustment at the beginning
of the year 1957). This balance has resulted as follows:
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Value as at 2nd January, 1957 Dr. 371.1 million

Real Estate purchased Dr. 6.3 million
Real Estate acquired from for-
ced sales » 2.3 »
Spent on construction of new
buildings » 4.8 »
Spent on improvements and ad-
ditions to old buildings » 4.7 » » 18 »
Dr. 389.2 million
Real Estate sold Dr. 1.8 million

Struck off owing to donation
(Branch at Ioannina donated

to Municipality of Ioannina) » 3.4 » » h.2 »
Dr. 384.0 million

Whritten off as per Balance Sheet » 12.7 »
Balance as at 31st December, 1957 Dr. 371.3 million

Out of the amount of 6.3 million drachmae spent on purchases of Real
Estate, 2.7 million drachmae were used for buying the building of our Kaminia
Branch, as well as two plots, the one intended for the construction of an office
building at Zea and the other for the construction of an office building at Ky-
parissia. Out of the amount of 4.8 million drachmae spent for the construction
of new buildings, 1.6 million drachmae were used to continue the construction
of the hotel at Alexandroupolis, and the balance for the new office premises
being constructed at Almyros, Katerini, Kiaton, Xylokastron and Nicosia; also
for additional expenses to complete the Branch buildings constructed at Argo-
stolion and Volos, and for the expansion of our Metropolis Branch, Athens.

During the year under review, our Argostolion Office moved to its new
building.

It has always been our policy to see that our customers contact our Offices
and Branches under the best conditions possible and be served for their busi-
ness in pleasant surroundings. Moreover, it is our desire that our personnel
should work under comfortable and up-to-date conditions. In this spirit, we
are constructing the above new buildings for our Branches.
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Installations, Furniture, Vaults, etc.

Alter the new adjustment at the beginning of the year 1957,
thebalanceof the above account, asat January 2,1957, was Dr. 18.3 million

During the year 1957, new items of installation were pur-
chased, worth » 6.5 »

Out of this amount, 2.4 million drachmae were used for the
purchase of typewriters and accounting machines, 1.6 mil-
lion drachmae for the purchase of furniture for the hotels
at Iraklion and Kavalla, and the balance for steel furni-
ture, teletypes, safes and various items of installation,
especially for our new Branches

Dr. 24.8 million

Depreciation for the year 1957 W 5.5 »
Balance as at 31st December, 1957 Dr. 19.5 million
Capital

Share Capital

Following a new adjustment, pursuant to Royal Decree of the 14/27th
November 1956, the Share Capital rose to 581,637,060 drachmae as at the
beginning of 1957, as shown in the special statement of accounts for the begin-
ning of the year 1957, published together with the Balance Sheet for 1956.

Out of this amount, and in compliance with a decision reached at your
last year’s General Meeting, a sum of 229,380 drachmae was credited to the
Regular Reserves, in order to round off the nominal value of the Bank’s shares.

Thus, the Share Capital amounts to 581,407,680 drachmae and is divided
into 404,880 shares, each of a nominal value of 1,436 drachmae.

Regular Reserves

In accordance with the Articles of Association, the Regular Reserve Funds
were credited with a sum of 2,770,620 drachmae from the profits available for
distribution. This amount, together with the above 229,380 drachmae, trans-
ferred from the Share Capital, formed the Regular Reserves of 3,000,000 drach-
mae shown in the Balance Sheet.

Results ef the year

During the last year, the Bank’s gross earning,
after deduction of interest due, amounted to Dr. 397.7 million

as against 317.3 million drachmae in 1956
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The expenses and taxes in 1957 amounted to Dr. 307.6 million
as against 277.2 million drachmae in 1956.
The breakdown of expenses is as follows:

Administration expenses Dr. 272.7 million
Of which:

Salaries to personnel Dr. 190.4 million

Contribution to Personnel’s
Insurance Funds » 342 »

Fees to third parties »  10.2 »

General expenses (office stati-
onery, lighting, heating, con-
tributions to Institution for
social Insurances —«IKA»—,
conpensations to retiring em-
ployees, rent for IBM machi-
nes, publications and adver-

tising, donations, etc.) » 37.9 »
Taxes (on net income, business
turnover, etc.) » 349 »

Total Dr. 307.6 million

The charges for administration expenses, over and above the debit interest
paid on deposits and on financing for capital used for loans, are shown (in
million drachmae) below, for each year, from 1950 to 1957:

Salaries, Contribution

Average of loans to I[nsurance Funds Charge on capital
Year etc., in Greece and General expenses due to salaries, etc.
1950 1.545 177 14.45%;
1951 1.858 236 12.70%
1952 1.635 251 15.35%,
1953 1.670 250 14.97%
1954 2.027 219 10.80%,
1955 2.233 231 10.34%,
1956 2.803 253 8.999%,
1957 3.913 272 6.959%;

The amount of administration expenses shown above does not include the
extraordinary contributions to the Personnel’s Insurance Funds.
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This table clearly shows the continued improvement in the percentage of
charges incurred each year, especially during the years 1956 and 1957.

RELATION OF CATEGORY OF EXPENSES TO THEIR TOTAL
DURING THE YEARS 1954 - 1957 (IN MILLION DRACHMAE)

195 4 1955 1956 1957
Mill. Dr. 0 Mill. Dr. oL Mill: Dr. = 9 Mill. Dr. oL
Salaries 1495 61.1 1596 621 178.00 642 190.3 61.9
Contribution to Per-
sonnel’s Insurance
Funds 299 122 292 M4 - 323 147 - -342 - 114

Fees to third parties 6.8 2.8 89 35 92 33 102 33
General expenses 92.7 - 48.4. 329 128 336 -124_..37.9 123
Taxes 25.7 105 -.26.3- 10.2. 241 " 8.7 .349 114

244.6 100.0 256.9 100.0 277.2 100.0 307.5 100.0

Compared with 1956, salaries showed an increase of 12.3 million drachmae.
This is due to an additional payment of 3 million drachmae to the Personnel
for overtime, and the balance represents differences paid owing to promotions
and increases for changes in ranks.

Contributions to Personnel’s Insurance Funds show an increase of 1.9
million drachmae, against the preceding year, as a consequence of the larger
amount paid for salaries due to the above reasons.

As stated in the previous year’s Report, the Bank paid a sum of 50 million
drachmae as an extraordinary contribution to its Personnel’s Insurance Funds,
for the years 1956 and 1957, pursuant to Law No. 3662/57. To write off this
amount in part, a provision of 10 million drachmae was included in the
Balance Sheet for 1956.

It is now proposed to include 25 million drachmae in last year’s Balance
Sheet, for the same purpose, and thus leave a balance of another 15 million
drachmae for writing off this item completely.

The profits made last year have permitted that the amount of this extraor-
dinary cotribution for the years 1956 and 1957 be written off by a much larger
amount than in the preceding year. This contribution, however, was not totally
written off, as it should have been, as according to the above Law, our Bank will
be called upon to pay a new contribution, jointly with the Bank of Greece and
the National Mortgage Bank, for the new two-year period now commencing.

Fees to third parties showed an increase of 1 million drachmae, mainly
due to salaries paid rectroactively to dismissed lawyers, who were re-employed
by virtue of court decisions.
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The total of general expenses, which amounted to 37.9 million drachmae,
showed an increase of 4.3 million drachmae, as compared with 33.6 million
drachmae of general expenses in 1956, mainly due to expenses incurred for
the maintenance of the Bank’s buildings and installations, and for advertising
expenses, especially for the savings campaign.

Taxes, in general, showed an increase of 10.8 million drachmae, which was
due to increased business turnover tax and stamp paid, on account of higher
income over the preceding year, to increased taxes on buildings, because of
their higher income, and to employment tax, which partly concerned the
preceding year, as taxes were paid for eighteen months, i.e. from Ist July 1955 to
31st December 1956.

According to the foregoing, the Bank’s earnings for the year amounted to
397.7 million drachmae. Against these earnings, expenses amounted to 307.6
million drachmae, and thus the net profits made amounted to 90.1 million drach-
mae, as against 40.1 million drachmae the preceding year. Net profits were, there-
fore, 50 million drachmae higher than the preceding year, despite the fact that
expenses, including taxes, increased by 30.4 million drachmae.

The above amount of net profits, plus 0.3 million drachmae brought forward
from the preceding year, of a total of 90.5 million drachmae, was used for depre-
ciation and for provisions, thus leaving a sum of 27.5 million drachmae for dis-
tribution, as follows :

a) To write off installation expenses Dr. 5.3 million
b) Fordepreciation of the Bank’s Office Build-

ings and Real Estate permitted by Law,

free of tax » 12.7 »  Dr. 18.-million
c) To provide for bad and doubtful debts » 20—~ »
d) To provide for extraordinary contribu-

tion to Personnel’s Insurance Funds for

the years 1956 and 1957, according to Law

3662/1957 » 25~ »
e) Balance for distribution » 215 »
Total Dr. 90.5 million

It is to be noted that the sum provided for bad and doubtful debts is still
sufficient to cover them, as stated in our Report for the preceding year.

We recommend, for your approval, that pursuant to the Articles of Associa-
tion, the above balance of 27.5 million drachmae be distributed as follows :
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Regular Reserves Dr. 2.8million

Gross dividend at 60 drachmas per share » 243 »

Balance carried forward » 0.4 »
Dr. 27.5 million

New Branches and Agencies

During the year 1957, two new Agencies were opened, one at Orchomenos
and the other at Nemea, which started operating on the st and the 7th August,
1957, respectively. The former depends on the Branch of Levadia and the latter

on the Branch of Argos.
As of the 1st November, 1957, a Branch started operating at 4, Colocotroni
Street, Athens, to replace the Branch at Argentinis Street, which has been closed.

Personnel

The General Meeting is requested to express appreciation to the Bank’s
personnel, to whose zeal and industry the satisfactory results obtained last year

are due.
Bank’s Directors

During the year 1957, the passing away of Mr. P. Sfakianakis, Director of
the Bank, deprived us of the services of a valuable colleague.

According to the Articles of Association, Mr. Andreas Laimos, ship-owner,
was temporarily elected by the Board of Directors to replace the late Mr. Sfa-
kianakis for the remainder of the latter’s term, expiring in 1960. You are requested
to ratify his nomination.
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PROPOSED AMENDMENTS TO THE ARTICLES OF ASSOCIATION

Text in force

Article 1

The NATIONAL BANK OF GREE-
CE AND ATHENS, S.A. established by
virtue of Royal Decree dated 26th Febru-
ary 1953, «regarding the amalgamation of
the National Bank of Greece and the Bank
of Athens, by the formation of a new
Limited Liability Banking Company»,
has its Registered Office in Athens, and
as objects, the carrying on of the busi-
ness prescribed by the present Articles of
Association.

The Bank has the right to establish
Branch Offices and Agencies anywhere
in Greece or abroad.

Article 3

On the 27th February 1953, date of
publication of the Royal Decree of 26th
February 1953 referred to in Article 1 of
these Articles of Association, and by virtue

Proposed amendments

Article 1

By virtue of Royal Decree dated 26]27th
February, 1953, «regarding the amalgama-
tion of the National Bank of Greece and the
Bank of Athens, by the formation of a new
Banking Sociéié Anonyme», the Banking Société
Anonyme, established in 1841 under the name
of «National Bank of Greece, S.A.» and the
Banking Société Anonyme, established in 1893
under the name of «Bank of Athens, S.A.» were
amalgamated, and a new Banking Sociélé
Anonyme was formed, first under the name of
«National Bank of Greece and Athens, S.A.»
and subsequently, in compliance with a decision
of the General Meeting of Shareholders held
on the 30th April, 1958, under the name of
«National Bank of Greece, S.4.».

The National Bank of Greece, S.A. has
its Registered Office in Athens, and its objects
are to carry on the business prescribed in these
Articles of Association,

The Bank has the right to establish Branch
Offices and Agencies anywhere in Greece or
abroad.

Article 3

As jrom the 27th February 1953, date of
publication of the Royal Decree o 26th Februa-
ry 1953, referred to in Article 1 above, and by
virtue of same, the property of both the «Na-
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of same, the property of both Banks, the
National Bank of Grecce, S.A., and the
Bank of Athens, S.A., taken as a whole
(Assets and Liabilities, except commit-
ments mentioned hereinafter) was auto-
matically transferred to the National
Bank of Greece and Athens, S.A., which
entered ipso jure and without any other
formality whatsoever into all the rights
and all the obligations of the aforesaid
Banks, as their universal successor, except
those obligations which resulted from di-
rect debt, guarantee or any other commit-
ment on the basis of bonds, titles in gene-
ral, contracts or for any other reason,
concerning loans in gold orforeign exchan-
ge, either bonded or not, issued to the
bearer by joint-stock companies, Public
Entities, Communities and Municipalities,
etc. (Decree Law 3504/1956).

The share capital of the National Bank
of Greece and Athens, which had been
fixed by virtue of the Royal Decree of 26th
February 1953, at 223,190,100,000 old
drachmae, fully paid, divided into 30,366
shares, each of a nominal value of 7,350,
000 old drachmae, was later increased,
pursuant to a decision reached by the
Bank’s Board of Directors on the 10th Sep-
tember 1953,to 297,586,800,000 old drach-
mae, or 297,586,800 new drachmae (Law
2824/1954) divided into 40,488 shares,
each of a nominal value of 7,350 new
drachmae. Following a decision reached
at the General Meeting of Sharcholders
on the 2nd April 1935, the above share
capital was divided into 404,880 shares,
cach of a nominal value of 735 drachmae.

This capital, having been readjusted
pursuant to Royal Decree «in regard to
readjustment of Balance Sheets of Sociétés
Anonymes» dated 14/27th November
1956, rose to 721,353,476 drachmae. Af-
ter 4,070,000 drachmae, representing re-
serves, were absorbed, however, the ac-
count «Difference due readjustment» final-

tional Bank o) Greece, S.A.» and of the « Bank
of Athens, S.A.», taken as a whole, assets and
liabilities (except the commitments mentioned
directly below ), was transferred to the « National
Bank of Greece and Athens, S.A.» which, under
s new name of «Natwnal Bank of Greece,
S.A.», as above, entered, ipso jure and without
any other formality whatsoever, as the universal
successor of the said Banks, into all their rights
and obligations, except their obligations arising
JSrom direct debt, guarantee, or for any other
reason, on the basis of bonds, securities, in gene-
ral, or contracts, or for any other reason, relating
to loans in gold or foreign currency, contracted
tn the form of bonds, or not, issued to the bearer
by Sociétés Anonymes, Legal Entities of Public
Law, Municipalities and Communities efc.
(Decree Law 3504[1956).

The share capital of the Bank, which was
fixed by virtue of the Royal Decree of 26th Fe-
bruary 1953, at 223,190,100,000 old drach-
mae, fully paid, divided into 30,366 shares,
each of a nominal value of 7,350,000 old drach-
mae, was later increased, pursuant to a decision
reached by the Bank’s Board of Directors on
the 10th September 1953, to 297,586,800,000
old drachmae, or 297,586,800 new drachmae
(Law 2824[1954), divided into 40,488 shares,
each of a nominal value of 7,350 new drachmae.
Following a decision reached at the General
Meeting of Shareholders on the 2nd April 1955,
the above share capital was divided into 404,880
shares, each of a nominal value of 735 drachmae.

This capital, having been readjusted pur-
suant to the Royal Decree «regarding readjust-
ment of Balance Sheets of Sociélés Anonymesy,
dated 14|27th November 1956, rose to 721,353,
476 drachmae. After 4,070,000 drachmae, re-
presenting reserves, were absorbed, however, the
account «Difference due to readjustment» finally
showed a debit balance of 139,716,416 drach-
mae, and when this sum was deducted from
721,353,476 drachmae, a sum of 581,637,060
was left. To round off the nominal value of each
share, a sum of 229,380 drachmae was transfer-
red to reserves, and thus, pursuant to the provi-
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ly showed a debit balance of 139,716,416
drachmae, and when this sum was de-
ducted from 721,353,476 drachmae, a sum
of 581,637,060 drachmae was left. To
round off the nominal value of each share,
a sum ol 229,380 drachmae was transfer-
red to reserves, and thus, pursuant to the
provision of Article 10 of the said Royal
Decree of 14/27th November 1956,
the Bank’s share capital now amounts
to 581,407,680 drachmae, divided into
404,880 shares, each of a nominal value
of 1,436 drachmae.

Article 5

By virtue of the Royal Decree of 26th
February 1953, the shareholders of the
Bank are, ipso jure, the shareholders of
the «National Bank of Greece, S.A.» and
the «Bank of Athens, S.A.», and the ratio
between the shares of the two last men-
tioned Banks and those of the new Bank,
following the decision reached at the
General Meeting of Shareholders on the
2nd April 1955, to increase the number
of shares and to reduce their nominal
value proportionately, is fixed as follows :

Ten (10) shares of the National Bank
of Greece and Athens, S.A. are to be
exchanged against one (1) share of the
National Bank of Greece, S.A. or against
twelve shares and five-hundredths of a
share (12.05) of the Bank of Athens, S.A.

sion of Article 10 of the said Royal Decree of
14[27th November 1956, the Bank’s share
capital now amounts to 581,407,680 drachmae,
divided into 404,880 shares, eack of a nominal
value of 1,436 drachmae.

Article 5

By virtue of the Royal Decree of 26th Fe-
bruary 1953, the shareholders of the « National
Bank of Greece, S.A.» and of the «Bank of
Athens, S.A.» are, ispo jure, the shareholders
of the Bank, and the ratio between the shares
of the above two Banks and those of the Bank in
question, following the decision reached at ithe
General Meeting of Shareholders on the 2nd
April 1955, to increase the number of shares
by reducing proportionately their nominal value,
is_fixed as follows:

Ten (10) shares of the Bank are to be ex-
changed against one (1) share of the former
National Bank of Greece, S.A. or against twelve
shares and five hundredths of a share (12.05)
of the former Bank of Athens, S.A.

Article 41

Until new share warrants are issued, which
will bear the new name of «National Bank of
Greece, S.A.», as decided at the General Meet-
ing of Shareholders on the 30th April 1958, the
shares bearing the imitial name of the Bank,
which originated from the merger, i.e. « National
Bank of Greece and Athens, S.A.» will continue
to be in force.
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NATIONAL BANK OF GREECE AND ATHENS

SOCIETE ANONYME

BALANCE SHEET, AS AT 315" DECEMBER, 1957, IN DRACHMAE

ASSETS

AVAILABILITIES

Cash on hand, with the Bank of Greece, Cou-
pons, Cheques, and foreign Treasury Bills
Gold, with Banks abroad, and foreign bank-
notes

LOANS AND ADVANCES

1. To Merchants and Professionals
Bills: discounted.s ss i« susns smas s smas s swmas -

Loans and Accounts :
Against personal guarantee .............
On merchandise and bills of lading ... ..
On SCEUTTHES s s svans svmus s cums vumns ;oo
On mortgage . ...
Current accounts and Guarantors

1. To Industry and Handicraft
Bills discounted
Loans and Accounts :

On mortgage
Current Accounts and Guarantors.......
Reconstruction Loans

INVESTMENTS

Securities in Portfolio
Bank Premises and Real Estate
Fixtures, Office Furniture, Vaults

SUSPENSE ACCOUNTS
BRANCHES

DEBIT

General Expenses
Taxes

Constribution to Personnel’s Insurance Funds ..

Depreciation of :
Fixtures and repairs
Bank Premises and Real Estate

Provisions :
For bad and doubtful debts
For extraordinary aid to Personnel’s Insu-
rance Funds, pursuant to Law 3662/57. .

Balance carried forward

....................................

CAPITAL

Share Capital
Ordinary Reserves

1,001,966,234.31

DEPOSITS

Sight Deposits
Savings Accounts
Time Deposits

117,091,819.— 1,119,058,053.31

437,927,744.10

1,129,540,298.15
957,249,396.75

Deposits of Public Entities
BANK OF GREECE FINANCING................... ...
CURRENT ACCOUNTS AND GUARANTEES. .............

581,407,680.—
~3,000,000.—

2,391,995,273.78
2,188,942,988.62
1,212,436,416.85

822.778,697.20

O. (Long-term Reconstruction Loans). . .

CHEQUES AND PAY ORDERS .. ... ...

.....................................

80,298,337.35 GREEK STATE - E.D.F.
6,201,953.90
927,979,588.72 3,539,197,318.97 PROFIT AND LOSS ACCOUNT
Balance carried forward
81,939,392.90

2,435,983,667.70
177,870,513.10
2,451,260.—
426,536,321.50

579,217,398.— 3,703,998,553.20

589,579,571.35
371,344,132.60

19,495,994.85 980,419,698.80

116,609,821.67

46,343,877.80
9,505,627,323.75

PROFIT AND LOSS ACCOUNT

.................. 2387422710051 Balance brought forward
.................. 34,886,674.75
.................. 34,233,655.—
5,300,000.—
12,700,000.— 18,000,000.—
20,000,000.—
25,000,000.— 45,000,000.—
.................. 27,485,477.55 |
398,027,907.81

DISTRIBUTION OF PROFITS

To Ordinary Reserves .. cowsioess iemns svars L 5 ren DI e

Gross Dividend at 60 drachmae per share....... |
Balance carried forward

Commissions, Interest and Sundry Earnings

2,770,620.—
24,292,800.—
422,057.55

27,485,477.55

LIABILITIES

584,407,680.—

6,616,153,376.45
1,427,717.45
1,626,086,306.80
579,217,398.—
97,912,787.50

422,057.55

9,505,627,323.75

CREDIT

346,896.43
397,681,011.38

398,027,907.81

BASIL J. KYRIAKOPOULOS

GOVERNOR

Athens, 20th March, 1958

N. J. DRITSAS
SPECIALLY AUTHORISED DIRECTOR
|

SP. CH. KAPANTAIS

MANAGER, CHIEF ACCOUNTANT
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OF THE AUDITORS



- : = o *
e
el IF - E\‘I
* - N : [ - I il
. F\E'- I I* 1 Ll t =| i : l I . o 11 i Ll - .
_- ; l l i I- q - Il
-I——"h ..... m i - ‘MH m [b-y‘ﬂlnr um-‘-a‘ n' N l ]
i 3\% ol II]*II I?I T - I|||| SR il a \;I o I# 1
I “ . "I;I II - S . e 1 I-|L.I N - I
F . --I I - - *E.I . - I h [all I
= .'E-'%_:ﬁ...u e :
- ' . i ﬁ
=S -
=) 1 -II II
';‘gl e mmi II o B a
l Ilw- h.- I‘
a - - r Flﬂ il l ; Ll ’
. N . - T--IH E* - II I I I ll
N ‘ IIII . . I
e :E:_# ... _:H..h i o,
N .. -: . - . IIN L,!If?:jsnl" s FT{‘I’ e - i
- e = | .I - . 1,
ppEL g«@ " ‘ il MI\ { = w‘- u i |ﬂ|hi'ﬂm'|"" “'“"Iﬂ‘l%’ﬂ ﬂtﬂﬁ"@ i .~rI"I ‘J! E‘I ) :
St “ﬁ:ﬂﬁw e -n..@"ﬂ"‘f o ﬁznmﬁ‘-ﬁ"'%wﬁ%mm w,
% fﬂ o o "III Em ||| \lllﬂdﬂ:n]uk! @lul’fﬁ'« —T\ I'- II
WM m&tﬁ;é-wmwww -al.._-m AT mﬂm’ by [Luiin @”ﬂ@m - o
| N =il se ..rj .“hw hae el spi™ "r'I'q.!!.g ol sy
= oty wﬁﬂw@ JmﬁillPuﬂ" _uu..... ==|. ..- id 5 e i I’IIH i = :
0 I | _JEI 5 a! Hu!"“ﬁ hl‘;llllﬁmu I&JIIIIII w’wmpl g"m _I;:LI\HII Ll LLl L_,—\ I‘ il N _I”II Ju IIIIIII III II n IIM;'EIHII . I
I I I - N - -- I - 1_ = ‘u; : : B : I\I'\IIII LU TR - i
W’F \IIFI' ﬂHH\ -Ilﬁ IHI F m Ilmllw I- \II\M| q IH N Illl I I| ?EI HHII:I.- - =
TinylTigille: -Jh'. ln..ﬁ..... Bggums o H" Al =g Sy -
e %I&I‘JEIITQHEMIIJ&.— ||\|J H [N _'I'I'I_hn - i ,"1 b IIM m i -'.' [ . - i
1P, T=e, i SRR S A -
. @g AT = I.lI-iﬁ . i: II e . r N
e w"-ﬁﬂﬁ%ﬁ:’-" I rIH . 'H" ';'I- — '-I"" & =y S I— . - N
F--| t J R I i I - - I-I.I- - r L‘f III]\III-‘ ":"]. III I.I:h . - ﬁ’m ::‘.'.JI IlﬂI I I - .
v I,II I\&mﬂmw EI I.\II i -II II n -l rIH i " =I\IIPIII 'Tfﬁ” i IIIl”'?Pﬁ IIlL:| V
e ‘"'jﬁl-rw- IQ,_L,'HG = ;;..w. bl v el 'H'::I Ll i
-- - r'-‘ ﬂ II-IIn ﬁ I \III I 411“” I III* - I IIII I Iﬁﬂ””‘ R IIIII
t Hﬁ ' u | - l|| ;ﬂ - FII ! 13 iinan = =i’ J'ﬁ' . "”'"IINIIW 'I .
}ll 1 wynﬂmﬁlluﬁﬁ'lr'-mluql |IHI|“ "1,.IU|III n-lﬁ'ﬂﬁ”l'uuwll I“er p— IIII'IIWMH”




REPORT OF THE AUDITORS

TO THE
ORDINARY GENERAL MEETING OF THE SHAREHOLDERS
OF THE

NATIONAL BANK OF GREECE AND ATHENS
FOR THE YEAR 1957

GENTLEMEN,

We have the honour to inform you that in compliance with the authority
given us at your Ordinary General Meeting, held on the 29th April 1957, we have
audited the accounts of the Bank for the past year, 1957, and have verified the
balances in the Ledger with reference to the Balance Sheet, as of the 31st Decem-
ber, 1957, and the other records placed at our disposal.

From the audit made by us, we have satisfied ourselves concerning the ac-
curacy of the entries, which have resulted in the amounts appearing in the Balance
Sheet.

The figures in the Balance Sheet under approval clearly show a steady rise
in the level of deposits and of the loans and advances of the Bank.

Thus, capital made available for loans, etc., all coming from the Bank’s own
funds, amounted to Dr. 5,309 million on the 31st December 1957, as against
Dr. 3,778 million at the end of the preceding year, i.e. they showed an increase of
Dr. 1,531 million, as against an increase of Dr. 1,085 million in 1956. No use
was made of Bank of Greece funds.

The total amount of deposits with the Bank increased by Dr. 2,272 million
at the end of 1957, their balance having amounted to Dr. 6,616 million, as against
an increase ol Dr. 1,268 million recorded in 1956.

These increases nearly all come from deposits and loans in Greece, as the
corresponding increase abroad was insignificant.
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The net profits trom business amounted to Dr. 90.1 million, as against
Dr. 40.1 million the previous year.

According to the Balance Sheet under approval, it is proposed that out of
last year’s net profits, Dr. 18 million be used for depreciation of real estate and
installation expenses, Dr. 45 million for sundry provisions, 25 million of which
for the Bank’s extraordinary contribution to its Personnel’s Insurance Funds,
pursuant to Law No 3662/1957, and the balance of Dr. 27.5 million for reserves,
according to the Statutes, and for the distribution of a mixed dividend of Dr. 60
(sixty) per share.

We avail ourselves of the opportunity to record the order prevailing, in general,
in the services of the Bank’s General Accounting, as well as the accuracy of the
data placed at our disposal for this audit.

We recommend, therefore, approval of the Balance Sheet as submitted to

you.

Athens, 22nd March, 1958

D. APOSTOLIDIS
D. THIVIDOPOULOS
N. SPAHIS

AUDITORS
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RESOLUTIONS
PASSED AT THE ANNUAL ORDINARY GENERAL
MEETING OF SHAREHOLDERS
OF THE 30TH APRIL 1958

UNDER THE CHAIRMANSHIP OF THE GOVERNOR
MR B. J. KYRIACOPOULOS

THE GENERAL MEETING:

Adopted the Report of the Board of Directors and the Balance Sheet for the
year 1957, as submitted.

Discharged the Board of Directors and the Auditors from all liability for
the year 1957.

Voted amendments to articles 1, 3 and 5 of the Bank’s Articles of Associa-
tion and the addition of article 41.

Amended decision of the General Meeting dated 15th May, 1954, approving
the donation of a building at Ioannina to the Ioannina Municipality.

Approved the election of Mr. Andreas Lemos to the Board of Directors,
as made by the Board, to fill a vacancy.

Re-elected Messrs. Andreas Kyriacopoulos, Stavros Vlachos, George Papa-
dimitracopoulos, Pericles Ioannidis and Nicholas Petridis, as members of
the Board.

Appointed Messrs. Asterios Dais, Nicholas Spahis and Demetrios Apostoli-
dis as regular Auditors and Messrs. Aristotelis Peppas, Constantine Cordo-
sis and Demetrios Thividopoulos as substitute Auditors for the year 1958,
and fixed their remuneration.

Fixed the remuneration of the members of the Board of Directors and of
the Administration.
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