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Titel/Gegenstand: 

Decision to grant, in principle, stability support to the Hellenic Republic, to entrust the Managing 
Director with the task of preparing a proposal for a financial assistance facility agreement, and 
to entrust the institutions with the negotiation of a MoU 

(Beschluss, der Hellenischen Republik grundsätzlich Stabilitätshilfe zu gewähren, den 
Geschäftsführenden Direktor damit zu beauftragen einen Vorschlag für eine Finanzhilfefazilität 
auszuarbeiten sowie die Institutionen damit zu beauftragen, ein MoU auszuhandeln) 

Datum: 

14. Juli 2015. 

Sicherheitseinstufung durch die Organe des Europäischen Stabilitätsmechanismus: 

Vertraulich 

Dringlichkeit: 

Die besondere Dringlichkeit gemäß § 74d Abs. 2 GOG-NR ist gegeben. Die Beschlussvorlage zur 
grundsätzlichen Gewährung von Stabilitätshilfe wurde vom ESM am 14. Juli 2015 um 15:12 Uhr 
übermittelt; die Sitzung des ESM-Gouverneursrates, in der die Beschlussvorlage behandelt wird, 
ist für den 17. Juli 2015 um 17:00 Uhr angesetzt. Darüber hinaus wurde die Sitzung gemäß Art. 3 
Abs. 3 der ESM-Satzung dringlich anberaumt. Ohne Dringlichkeitsverfahren kann nicht 
sichergestellt werden, dass die Ermächtigung zeitgerecht erfolgt. 

Beschlussfassung im ESM-Gouverneursrat: 

17. Juli 2015 

Nationale Rechtsgrundlage für die Übermittlung: 

Erfordert die besondere Dringlichkeit eine unverzügliche Beschlussfassung gemäß 
§ 74d Abs. 1 Z 1 GOG-NR (d.h. Ermächtigung zur Zustimmung eines Vorschlags, einem ESM­
Mitglied grundsätzlich Finanzhilfe zu gewähren), so kann der zuständige Bundesminister gemäß 
§ 74d Abs. 2 GOG-NR den Nationalrat unverzüglich befassen. 

Ermächtigung durch den Nationalrat gemäß Art. 50b Z 1 B-VG iVm § 74d Abs. 2 GOG-NR 
erforderlich: 

Ja. 

Beschluss-Aviso des österreichischen Vertreters im ESM-Gouverneursrat: 

Zustimmung 
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Kurzbeschreibung und Erläuterungen: 

In einem Schreiben datiert auf den 8. Juli 2015 (siehe Anlage 2) hat der griechische 
Finanzminister den Vorsitzenden des ESM-Gouverneursrates um Stabilitätshilfe für die 
Hellenische Republik ersucht. Daraufhin hat der Vorsitzende des ESM-Gouverneursrates die 
Europäische Kommission, im Benehmen mit der EZB, damit beauftragt, die gemäß Art. 13 Abs. 1 

ESM-Vertrag vorgesehenen Bewertungen (d.h. Einschätzung der Gefahr für die Finanzstabilität 
des Euro-Währungsgebietes insgesamt u. seiner Mitgliedstaaten, Einschätzung der Tragfähigkeit 
der Staatsverschuldung sowie Einschätzung des potenziellen Finanzierungsbedarfs ) 
vorzunehmen (siehe Anlage 3). Zudem haben sich die Staats- und Regierungschefs des Euro­
Währungsgebiets bei Ihrer Sitzung am 12. Juli 2015 auf Voraussetzungen und einen Fahrplan für 
die Gewährung von ESM-Stabilitätshilfe an Griechenland verständigt, die auch darauf abzielen, 
das Vertrauen zwischen den Verhandlungspartnern wiederherzustellen. Schließlich hat der 
Bundesminister für Finanzen am 14. Juli 2015 seine Einschätzung des Antrags aus 
österreichischer Sicht dem Nationalrat übermittelt. 

Auf der Grundlage des Ersuchens der Hellenischen Republik sowie der Bewertungen der 
Kommission gemeinsam mit der EZB, welche eine Stabilitäts hilfe durch den ESM für angemessen 
erachten, soll der ESM-Gouverneursrat am 17. Juli 2015 beschließen, der Hellenischen Republik 
grundsätzlich Stabilitätshilfe in Form einer Finanzhilfefazilität zu gewähren (siehe Anlage 1 iVm 
Anlage 4). 

Gemäß § 74d Abs. 1 Z 1 GOG-NR benötigt der österreichische Vertreter im ESM-Gouverneursrat 
eine Ermächtigung durch den Nationalrat, um diesem Beschluss zustimmen zu können; 
aufgrund der besonderen Dringlichkeit kommt in diesem Fall § 74d Abs. 2 GOG-NR zu 

Anwendung. Der Antrag erfolgt mit dem Verständnis, dass eine Zustimmung im ESM­
Gouverneursrat durch den österreichischen Vertreter nur vorbehaltlich der Erfüllung der mit 

der Hellenischen Republik vereinbarten Vorleistungen erteilt wird. 

Antrag: 

Antrag des Bundesministers für Finanzen aufgrund besonderer Dringlichkeit gemäß 
§ 74d Abs. 2 GOG-NR an den Nationalrat auf Ermächtigung zur Zustimmung zu einem 
Vorschlag des ESM nach Art. 13 Abs. 2 ESM-Vertrag. der Hellenischen Republik grundsätzlich 
Stabilitätshilfe in Form einer Finanzhilfefazilität zu gewähren. 

Der Nationalrat wolle beschließen: 

"Der österreichischen Vertreterin oder dem österreichischen Vertreter in den Gremien des 
Europäischen Stabilitätsmechanismus wird die für die Zustimmung zu einem Vorschlag nach 
Art. 13 Abs. 2 ESM-Vertrag, der Hellenischen Republik grundsätzlich Stabilitäts hilfe in Form 
einer Finanzhilfefazilität im Sinne der Anlage eins zu gewähren, erforderliche Ermächtigung 
erteilt". 
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Begründung: 

Am 8. Juli 2015 hat der griechische Finanzminister den Vorsitzenden des ESM-Gouverneursrates 
um Stabilitätshilfe für die Hellenische Republik ersucht. Weiters liegt eine positive Bewertung 

der Kommission, im Benehmen mit der EZB, hinsichtlich der Gewährung einer Stabilitätshilfe 
durch den ESM vor. Daher sind die Bedingungen für die grundsätzliche Gewährung von 
Stabilitätshilfe an die Hellenische Republik durch den ESM gemäß Art. 12 bzw. 13 ESM-Vertrag 

erfüllt. Zudem kommt der Bundesminister für Finanzen in seiner Einschätzung des Antrags der 
Hellenischen Republik aus österreichischer Sicht ebenfalls zu dem Ergebnis, dass eine 
Stabilitätshilfe durch den ESM notwendig ist. Insbesondere rechtfertigen die zu erwartenden 

negativen wirtschaftlichen Auswirkungen einer Zahlungsunfähigkeit Griechenlands auf die 
Länder des Euro-Währungsgebietes bzw. der Europäischen Union sowie die langfristigen 
negativen Folgen einer Gefährdung der Integrität des Euro-Währungsgebietes insgesamt eine 
Stabilitätshilfe. Schließlich haben sich die Staats- und Regierungschefs der Mitgliedstaaten des 

Euro-Währungsgebietes am 12. Juli 2015 auf Voraussetzungen und einen Fahrplan für die 
Gewährung von ESM-Stabilitätshilfe an Griechenland verständigt. 
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Anlage 1: Beschlussvorlage des ESM-Gouverneursrates zur grundsätzlichen Gewährung 
von Stabilitätshilfe an die Hellenische Republik 

� 
20150717 - 2 - ESM 

BoG - Resolution 1 - c 
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European Stability Mechanism 

CONFIDENTIAL 

SG {BoG {2015{ 02{ 01 

EUROPEAN STABILrrv MECHANISM 

BOARD OF GOVERNORS 

Meeting of 17 July 2015 

RESOLUTION No. 1 

Decision to grant, in principle, stability support to the Hellenie Republic, to entrust the 
M anaging Director with the task of preparing a proposal for a financial assistance facility 

agreement, and to entrust the institutions with the negotiation of a MoU 

THE BOARD OF GOVERNORS, 

Having regard to the request for stability support addressed by the Hellenic Republic to the 
Chairperson of the Board of Governors on 8 July 2015, annexed hereto as 
Annex 1, 

Having regard to the assessments pursuant to Article 13(1) of the Treaty, annexed hereto as 
Annex 2, 

Having regard to the Euro Summit statement of 12 July 2015, 

Having regard to the proposal by the Managing Director to grant, in principle, stability 
support to the Hellenie Republic in the form of a loan, annexed hereto as Annex 3, 

RESOLVES, according to Article 13(2) of the Treaty, to grant, in principle, stability support 
in the form of a loan to the Hellenie Republic, pursuant to the Managing Director's proposal 
referred to above; 

ENTRUSTS, according to Article 2(3)(b) of the Guideline on Loans, the Managing Director 

with the task of preparing a proposal for a financial assistance facility agreement ("FFA"), 

European Stability Mechanism 
6a, Circuit de la Foire Internationale L-1347 Luxembourg Tel (+352) 260 962 401 Fax (+352) 260 911400 www.esm.europa.eu 
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European Stability Mechanism 

CONFIDENTIAL 

including the financial terms and eonditions of the loan, to be adopted by the Board of 
Governors; and 

ENTRUSTS, aeeording to Article 13(3) of the Treaty, the European Commission - in liaison 
with the ECB and together with the IMF - with the task of negotiating a memorandum of 
understanding ("MoU") with the Hellenie Republie, refleeting the severity of the weaknesses 
to be addressed and detailing, in aeeordanee with Article 2(3)(a) of the Guideline on Loans, 
the poliey eonditions attaehed to the loan. 

Annex 1: Request for stability support from the Hellenie Republie dated 8 July 2015 

Annex 2: Assessment of a) the existenee of a risk to the financial stability of the euro area b) 
whether publie debt is sustainable e) the aetual or potential financial needs 

Annex 3: Proposal to grant, in principle, stability support to the Hellenic Republie in the 
form of a loan 

Distribution: 

Governors 
Alternate Governors 

European Stability Mechanism 
6a, Circuit de la Foire Internationale L-1347 Luxembourg Tel (+352) 260 962 401 Fax (+352) 260 911400 www.esm.europa.eu 
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Anlage 2: Antrag der Hellenischen Republik auf ESM�Stabilitätshilfe 

20150717 - 3 - ESM 

BoG - Resolution 1 - P 

Kurzbeschreibung und Erläuterungen: 

In einem Schreiben datiert auf den 8. Juli 2015 ersucht der griechische Finanzminister um ESM­
Stabilitätshilfe für die Hellenische Republik. 

Dieser neuerliche Antrag ersetzt jenen datiert auf den 30. Juni 2015, welcher dem Nationalrat 
bzw. dem Ständigen Unterausschuss in ESM-Angelegenheiten am 2. Juli 2015 übermittelt wurde. 
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8 July 2015 

Dear Chairperson and Managing Director, 

On behalf of the Hellenie Republic ("the Republic" or "Greeee"), I hereby present a request for 
stability support within the meaning of Artieles 12 and 16 of the ESM Treaty given the risk to the 
finaneial stability of Greeee as a member state and of the euro area as a whole. 

Specifically, Greeee seeks from the ESM a loan facility ("Loan" or "Programme") with an availability 
period tor three years in aecordance with the eonditions provided in Artiele 13 of the ESM Treaty 
and in Artiele 2 in the Guideline of Loans. The Loan will be used to meet Greece's debt obligations 
and to ensure stability of the financial system. 

Consistent with the prineiples of this medium to long term Programme, the Republie is eommitted to 
a comprehensive set of reforms and measures to be implemented in the areas 01 fiscal 
sustainability, finaneial stability, and long-term eeonomie growth. Within the framework of the 
Programme, we propose to immediately implement a set of measures as early as the beginning of 
next week including: 

• Tax reform related measures 

• Pension related measures 

We will also inelude additional aetions that the Republic will undertake to further strengthen and 
modernize its economy. The Greek government will on Thursday 9 Jufy at the fatest set out in detail 
its proposals for a comprehensive and specifie reform agenda for assessment by the three 
Institutions to be presented to the Euro Group. 

In addition to the above, it is the expressed goal by the Greek government that by the end of the 
availability period of the Loan or earlier, it regains full and affordable market financing to meet its 

future funding requirements as weil as sustainable eeonomie and finaneial situation. As part of 
broader discussions to be held, Greeee weleomes an opportunity to explore potential measures to 
be taken so that its offieial sector related debt beeomes both sustainable and viable over the long 
term. 

Greeee is committed to honor its finaneial obligations to all of its ereditors in a full and timely 
manner. We trust Member States appreciate the urgeney of our Loan request at this time given the 
fragility of our banking system, our shortage of available liquidity, our upeoming obligations, our 
buildup of internal arrears, and our expressed desire to elear our outstanding arrears with the IMF 
and the Bank of Greeee. 

We reite rate the Greeee's eommitment to remain a member of the. Eurozone and to respect the 
rules and regulations as a member state. We look forward to your favorable and timely 
eonsideration of our request. 

For avoidance of doubt, this letter supersedes our previous request letter dated 30 June 2015. 

Yours faithfully, 

� 
Minister of Finance 
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Anlage 3: Bewertungen gemäß Art. 13 Abs. 1 ESM-Vertrag 

� 
20150717 - 4 - ESM 

BoG - Resolution 1 - t 

Kurzbeschreibung und Erläuterungen: 

In einem Schreiben datiert auf den 8. Juli 2015, welches am selben Tag an den Nationalrat 

übermittelt wurde, hat der griechische Finanzminister den Vorsitzenden des ESM­
Gouverneursrates um Stabilitätshilfe für die Hellenische Republik ersucht. 

Gemäß Art. 13 Abs. 1 ESM-Vertrag überträgt der Vorsitzende des ESM-Gouverneursrates bei 
Erhalt eines solchen Ersuchens der Europäischen Kommission, im Benehmen mit der EZB, die 
folgenden Aufgaben: 

1. Bewertung der Gefahr für die Finanzstabilität des Euro-Währungsgebietes insgesamt 
oder seiner Mitgliedstaaten, 

2. Bewertung der Tragfähigkeit der Staatsverschuldung sowie 

3. Bewertung des tatsächlichen oder potenziellen Finanzierungsbedarfs. 

Im vorliegenden Falle des Ersuchens um Stabilitätshilfe für die Hellenische Republik wurden die 
Bewertungen von Kommission und EZB (unter Berücksichtigung von Beiträgen des IWF) am 
11. Juli 2015 übermittelt (siehe Anlage 1). Die gegenständliche Analyse wurde noch nicht dem 
ESM-Gouverneursrat vorgelegt und ist daher nicht als Teil eines Beschlusses gemäß Art. 13 Abs. 
2 ESM-V zu verstehen. Im Zuge eines noch anzuberaumenden ESM-Beschlussverfahrens werden 
sämtliche Unterlagen an den Ständigen Unterausschuss in ESM-Angelegenheiten erneut als Teil 
eines Antrags auf Ermächtigung des österreichischen Vertreters im ESM-Gouverneursrat 
übermittelt. 

Mit Hinblick auf die Gefahr für die Finanzstabilität des Euro-Währungsgebietes insgesamt 

kommen die Institutionen zu dem Ergebnis, dass ESM-Stabilitätshilfe notwendig ist, um die 

Finanzstabilität in Griechenland zu gewährleisten und um Risiken für andere EU-Mitgliedstaaten 
sowie die Eurozone insgesamt zu verhindern. Die Risiken von Übertragungseffekten seien zwar 
durch in jüngster Vergangenheit ergriffene Maßnahmen vermindert worden, die langfristigen 
Auswirkungen von Entwicklungen, die die Integrität des Euro-Währungsgebietes betreffen, 
seien jedoch mit hoher Wahrscheinlichkeit signifikant, wenn auch nicht einschätzbar. 
Gleichzeitig hebt die Analyse hervor, dass ein weiteres Programm für Griechenland nur unter 

strenger Konditionalität gewährt werden kann, nachdem andernfalls die Glaubwürdigkeit der 
Eurozone und damit ihre Finanzstabilität in Gefahr wäre. 

Was die Tragfähigkeit der griechischen Staatsverschuldung betrifft, so äußern die 

Institutionen in ihrer vorläufigen Bewertung ernste Bedenken. Diesen Bedenken könne 
begegnet werden durch ein umfassendes und glaubwürdiges Reformprogramm, welches von 
den griechischen Behörden vollinhaltlich angenommen wird sowie schuldenmildernden 
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Maßnahmen; die Gewährung letzterer würde laut Analyse voraussetzen, dass die griechischen 
Behörden ihren Reformwillen unter Beweis gestellt haben. 

Die Bewertung des potenziellen Finanzierungsbedarfs kommt schließlich zu dem Ergebnis, 
dass Griechenland im Zeitraum von August 2015 bis Juli 2018 eine Finanzierungslücke in Höhe 
von 81,7 Mrd. Euro hat. Der Schuldendienst, d.h. Tilgungs- u. Zinszahlungen, macht dabei den 
größten Teil mit rund 51,6 Mrd. Euro aus; ein weiterer wesentlicher Teil sind die 
Finanzierungsbedürfnisse des Bankensektors mit rund 25 Mrd. Euro. Unter der Annahme, dass 
die SMP- bzw. AN FA-Gewinne (Gewinne des ESZB aus griechischen Wertpapieren, die unter 
bestimmten Bedingungen der Hellenischen Republik zu Gute kommen sollen, Anm.) in Höhe von 
7,7 Mrd. Euro weiter zur Verfügung stehen, ergibt sich damit ein Gesamtfinanzierungsbedarf von 
bis zu 74 Mrd. Euro; es wird darauf hingewiesen, dass der Finanzierungsbedarf derart ist, dass 
zu Beginn eines weiteren Programms größere Auszahlungen erfolgen müssten. 
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EUROPEAN COMMISSION 
DIRECTORATE GENERAL 

ECONOMIC AND FINANCIAL AFFAIRS 

Brussels, 10 July 2015 

Greece - request for stability support in the form of an ESM loan 

Assessment oft 

a) the existenee of a risk to the finaneial stability 0/ the euro area; 

b) whether publie debt is sustainable. 

e) the aetual or potential jinaneing needs. 

(in compliance with Art 13 0/ ESM Treaty) 

* In compliance with Article 13 of the ESM Treaty, this assessment has been prepared by the 
European Commission, in liaison with the ECB. The assessment has been conducted with input of 
IMF staff for parts b) and c). 

1 
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Greece - Assessment 0/ the Commission, in liaison with the ECB, 0/ the request /or stability support 

in the /orm 0/ an ESM loan,· in compliance with Art 13 0/ ESM Treaty 

1. Introduction 

10 July2015 

On 8 July 2015 the Hellenic Republic made a request to the Chairperson of the Board of Governors of 

the European Stability Mechanism (ESM) for stability support in the form of a loan/ with an 

availability period for three years, in the context of a macro-economic adjustment programme 

comprising strict conditionality, with a comprehensive set of reforms and measures in the areas of 

fiscal sustainability, financial stability and long term growth. 

Pursuant to Article 13(1) the ESM Treaty in conjunction with Article 2 of the ESM Guidelines on 

Loans2, and to form the basis for a decision of the ESM Board of Governors in line with Article 13(2) 

whether to grant, in principle, stability support to the Hellenic Republic in the form of a loan, on 8 

July the Chairperson of the Board of Governors has entrusted the European Commission, in liaison 
with the ECB, with the following tasks: 

a) to assess the existence of a risk to the financial stability of the euro area as a whole or its 

Member States; 

b) to assess, together with the International Monetary Fund, whether public debt is sustainable;3 

c) to assess the actual or potential financing needs of Greece. 

This document provides the three assessments pursuant to article 13 of the ESM Treaty. 

2. Assessment of the existence of a risk to the financial stabilitv of the euro area as a whole or 

its Member States4 

2.1 Risks to the financial stability of Greece 

Since May 2010, over the course 0/ the two Economic Adjustment Programmes /or Greece, the 

Greek banking sector has been restructured, consolidated and undergone a series 0/ significant 

re/orms. The banking sector was recapitalised twice between 2013 and 2014, respectively, while 

being subject to three Asset Quality Reviews (AQRs) and stress tests. The results of the ECB 

Comprehensive Assessment in 2014 confirmed that the four core Greek banks would not require 

additional capital under the dynamic balance sheet assumption, based on their restructuring plans 

1 According to Article 13 § of the Treaty establishing the ESM ('ESM Treaty'), "An ESM Member may address a request for stability support 

to the Chairperson of the Board of Governors. Such a request shall indicate the financial assistance instrument(s) to be considered." 

http://www.esm.europa.eu/pdf/esm treaty en.pdf. 

2 http://www.esm.europa.eu/about/legal-dOcuments/index.htm 

3
Article 13 (1)b.stiPulates that the task is "b) to assess whether public debt is sustainable. Wherever appropriate and possible, such an 

assessment is expected to be conducted together with the IMF". 

4 According to Article 12§1 of the ESM Treaty, "If indispensable to safeguard the financial stability of the euro area as a whole and of its 

Member States, the ESM may provide stability support to an ESM Member subject to strict conditionality, appropriate to the financial 

assistance instrument chosen". 

2 
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approved by the EC, ta king the capital increases in the first three quarters of 2014 into account. At 

the end of 2014, the banking sector had adequate solvency levels with Core Equity Tier 1 (CETl) 

ratios of 13.8% at consolidated level and 16% at solo level, while the coverage of non-performing 

loans (NPLs) (excluding restructured loans) by provisions was further increased to 55.8% (from 49.3% 

at end-2013). 

However, since end-2014, the situation 0/ the banking sector has deteriorated dramatically amid 

increased State financing risks, strong deposit outflows, a worsened macroeconomic development 

and more recently due to the implementation of administrative measures designed to stabilise the 

funding situation of banks and preserve financial stability. On this basis, the current prospects for the 
sector are even more negative than those assumed in the adverse scenario of the Comprehensive 

Assessment. 

The Iiquidity 0/ banks seriously deteriorated in 2015 and is now in a very critical state. In 2015 until 

end May, deposits of €30bn or 19% left the banking sector. The sector's reliance on central bank 

funding dramatically increased to above €116.4bn amid 1055 of market access, deposit outflows and a 

series of additional factors negatively affecting the liquidity situation of banks. The use of Emergency 

Liquidity Assistance (ELA) by Greek commercial banks increased from zero in December 2014 to 

€78bn by end May 2015. 

Since 29 June 2015, a bank holiday was imposed on Greek banks with strict restrictions on deposit 

access. The Governing Council of the ECB decided to non-object to the maintenance of the HA 

ceiling for the Greek banking sector at an unchanged level (since 26 June 2015). On 6 July 2015, the 

Governing Council of the ECB also decided to increase the haircuts on the Greek government related 

assets used as ELA collateral, wh ich have reduced the remaining ELA collateral buffers of banks. 
Consequently, banks are currently operating under very tight liquidity conditions, and have almost 

exhausted their eligible collateral. 

In addition to high /iquidity risks, the capitol situation 0/ Greek banks is coming under increasing 

pressure since end-2014 due to expectations 0/ significant /urther deterioration in asset quality. 

While Greek banks already face unprecedentedly high NPL levels, these are expected to materially 

increase due to the adverse impact of political uncertainty since end-2014 on economic activity and 

payment culture, the significant delay in the NPL resolution process, and most importantly significant 

adverse impact of bank holidays and capital controls on economic activity and payment culture. Since 

end 2014, the ratio of NPLs has resumed a sharp upward trend, as the ability and propensity of 

borrowers to service their loans has declined owing to the uncertain economic conditions. By the end 

of Q1 2015, 36% of total loans were classified as non-performing and 8% were classified as 

restructured.s In these circumstances, bank capital has been eroded and by end-Q1 2015, the CETl 

ratio for the sector was at 12.5% at consolidated level and 14.4% at solo level. The capital controls, 

which are expected to remain in place for an extended period of time until depositors' confidence is 

restored, will seriously constrain economic activity, further eroding the ability and willingness of 

borrowers to repay their loans and so are expected to lead to a further strong increase in NPL ratios. 

5 Sy end-2014, 7% of performing loans were in the 0-90 day delinquency category (Le. in arrears but not yet 

non-performing), which are soon expected to partly or fully transition into the non-performing category while 

the number of leans in arrears is expected to increase substantially further. 

3 
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A very signijicant risk to linancial stability Irom the bank-sovereign nexus remains in Greece. The 

banks hold a notable amount of government papers and significant part of the collateral used for ELA 

purposes includes Greek Government related assets. These government papers, guarantees and 

capital elements might be deemed unacceptable from a prudential perspective or their collateral 

eligibility be revisited, in particular if the Greek state defaults on its debt service obligations. 

Furthermore, significant part of Greek banks capital are DTAs. 

Against this background, banks will lace additional capital needs. It is also uncertain whether 

banks would be able to implement envisaged divestments of foreign subsidiaries and other non-core 

assets as envisaged under the CA dynamic balance sheet projections thus further aggravating the 

capital shortage. Consequently, the capital needs of banks needs to be reassessed in light of these 

new developments as soon as there is more clarity on the outlook and past developments are mostly 

reflected in banks' financials. It is expected that banks will need to raise a substantial amount of 

capital over a short period of time so as to remain compliant with regulatory requirements. Given 

that it is unlikely that banks will be able to secure private funds in the continued absence of market 

access, capital injections from Programme financing remain as the only option. 

In view ol this, it is necessary to agree on an adequate capital backstop to restore the conjidence 01 

depositors and markets in Greek banks and saleguard linancial stability in Greece. 

In the absence 01 support by the ESM, linancial stability risks lor Greece will not be manageable 

and the banking sector will inevitably collapse. Without provision of funding to the State, a 

sovereign default would be almost certain, given the shortage of available liquidity and upcoming 

obligations, as already highlighted by the build-up of significant interna I arrears, and outstanding 

arrears with the IMF and the Bank of Greece. In absence of support, the ability of Greek banks to 

access central bank refinancing would need to be reassessed while at the same time the solvency of 

banks would be adversely affected .. The Greek banks would need to remain closed with depositors 

having no access to their deposits. In this scenario, the banking sector would collapse and the 

economy would experience a further very sharp contraction. Greek citizens would suffer significant 

reductions in wealth and income and could face a shortage of basic goods. 

The effect 01 jinancial instability in Greece would be very signijicant beyond the jinancial sector. 

The im position of capital controls and of a bank holiday is already taking a very significant toll on the 

real economy, through a number of channels, such as investment, trade and tourism, with strong 

impact on growth and employment prospects. These effects would be amplified if the stability of the 
Greek financial system could not be secured, and the majority of Greek companies would be in 

default. 

2.2 Risks to the financial stability of the euro area and other Member States 

Greece is a relatively small economy compared to the size 01 the Euro area (representing only 

1.77% 01 total GDP). However, the collapse of the Greek banking system would still have negative 

consequences for the Euro Area as a whole, and potentially serious repercussions for a number of 
Euro Area Member States. 

The direct risk 01 contagion to the Euro Area through the banking system has been reduced during 

the two Economic Adjustment Programmes. Risks were mitigated via the consolidation of the sector 
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and the reduction of foreign exposures; specifically the exit of foreign banks from the Greek market 

as weil as the absorption of Cypriot bank branches operating in Greece during 2013. 

In addition, the euro area's institution al jramework has been improved signijicantly in recent years 

and thus made more resilient. In particular, the euro area and EU has strengthening the fiscal and 

macroeconomic surveillance, establishing a permanent crisis resolution framework (the ESM) and 

setting up important steps towards a banking union (such as establishment of the SSM and SRB). 

These improvements have helped limit apparent spill-over effects from the renewed Greek crisis in 
2015 thus far. In addition, the accommodative monetary policy of the Eurosystem including non­

standard measures such as the currently ongoing expanded asset purchase programme (EAPP) has a 

broadly supporting effect on the prices of sovereign bonds and other financial assets in other euro 

area member states and may thus contribute to limiting financial contagion. Moreover, in September 

2012, the ECB introduced the Outright Monetary Transactions (OMT) programme which is a scheme 

designed to safeguard an appropriate monetary policy transmission and the singleness of the 

monetary policy. OMT is a potential backstop if funding conditions in some euro-area government 

bond markets deteriorate substantially and the conditions of its application are met. Further steps to 

complete the Banking Union could further safeguard financial stability in other euro area countries. 

Greek banks still have a number oj branches and subsidiaries in other countries which could cause 

spillover effects. The foreign subsidiaries of Greek banks are located in Cyprus, Bulgaria, Romania, 

the UK, FYROM, Albania, Serbia and Turkey. In some of the EU member states Greek banks' 

subsidiaries account for 15-25% of the local banking sector which make them systemically important. 

Adverse development in the Greek banking sector has the potential to create financial instability in 

these countries which would prompt host authorities to act and set intrusive ring-fencing measures 

on the Greek operations in their jurisdictions. Furthermore, it cannot be excluded that the banking 

turmoil in Greece, the potential spill-overs to host countries and the reaction by host authorities 

might indirectly influence depositors' behaviour in other Euro Area and EU Member States due to 
confidence effects. 

Besides the specijic impact on other countries through the banking/jinancial sector, banks 

throughout the euro area might also see their ability to raise unsecured junding deteriorate; and 

there might be a negative impact on the junding outlook oj other sovereigns. All this could have a 

negative impact on the credit supply and on its costs, with potential important repercussions on 

growth and employment. 

Final/y, an uncontrol/ed col/apse oj the Greek banking system and oj Greece as a sovereign 

borrower would create signijicant doubts on the integrity oj the euro area as a wh oie, currently 

and in the future, which would exacerbate the effects highlighted above. 

2.3 Conclusion 

There are substantial jinancial stability risks in Greece, which are caused by the uncertainty on the 

economic and jinancial policies oj the Greek authorities over the last halj year. The provision of 

stability support by the ESM to Greece that includes an adequate capital backstop for Greek banks is 

critical to restore confidence of depositors and markets in Greek banks and safeguard financial 

stability in Greece, but also to avoid risks for other EU member states and the euro area as a whole. A 

default of Greece and its banks could have direct stability consequences for countries where the 

market share of branches and subsidiaries of Greek banks are of systemic importance, even with 
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strong mitigating action due to confidence effects. Even though reforms in recent years should 

enable the euro area to better manage such spillovers, the long-term consequences resulting from 

developments wh ich affect the integrity of the euro area are likely to be significant, yet difficult to 

assess due to the lack of a historical precedent. 

However, support can only be granted on the basis 0/ a /ar-reaching and credible reform 

programme which has a high level % wnership 0/ the Greek authorities and the general public. 

The granting of a third programme thus has to be made on the basis of the same level of stringency 

applied in previous country programmes. Otherwise, the credibility of the Eurogroup, Euro Area 

institutions and the governance framework could be undermined, wh ich could pose risks to financial 
stability looking forward. 

3. Assessment of whether public debt is sustainable 

This is a preliminary estimate of the sustainability of Greece's public debt, which will need to be 

reviewed in light of the outcome of the MoU negotiations and hence precise commitments of the 

Greek authorities as weil as the timing of their implementation. 

The economic and /inancial situation in Greece has strongly deteriorated following policy 

uncertainty, shortfall in government revenues, the authorities' decisions that made the bank holidays 

and the im position of capital controls necessary, and the missed payments to the IMF and Bank of 
Greece. 

Hence, the sustainability 0/ Greece's public debt has signi/icantly deteriorated compared to the DSA 

published in the April 2014 Compliance Report prepared by the Commission in liaison with the ECB. 

At the time, the debt-to-GDP ratio was projected to reach 125% in 2020 and 112% in 2022. During 

the second part of 2014 Greece's debt sustainability improved further due to lower interest rates and 

the replacement of part of external funding sources by interna I sources through repo operations with 

general government entities. These factors together with full programme implementation by the 

Greek authorities would have reduced the debt-to-GDP ratio weil below the 2012 targets of 124% in 

2020 and significantly below 110% in 2022. Under these circumstances, debt was deemed 
sustainable. 

Since end 0/ last year, a very signi/icant weakening 0/ commitment to re/orms and backtracking on 

previous re/orms have led to a signi/icant deterioration 0/ debt sustainability. Prior to the 

announcement of the referendum and the imposition of capital controls, a preliminary DSA was run 

and three scenarios were presented to the Eurogroup. The first assumed the full implementation of 

the reforms in the aide memoire and the corresponding growth effects. The second scenario 

assumed partial compliance with the aide memoire, among others regarding privatisation, resulting 

in a 0.5% lower growth path and a higher risk premium (0.6%). The third scenario reflected the IMF 

baseline as published on 2 July 2015. In all three scenarios, the debt-to-GDP ratios were on a 

declining path, but remained substantially above the Eurogroup November 2012 targets of 124% in 

2020 and significantly below 110% in 2022 (the debt-to-GDP range under the three scenarios was 

138% to 150% in 2020 and 124% to 142% in 2022). 

The parameters that led to the deterioration were: (i) lower macroeconomic growth due to the 

weaker implementation of structural reforms by the authorities; (ii) a lowering of the fiscal targets 
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compared to the original programme; (iii) a lowering of privatisation receipts compared to the 

original programme targets; (iv) higher arrears clearance as protracted negotiations led to an acute 

liquidity shortage for the sovereign. 

The lai/ure to complete the review, the missed debt service payments, the expiration 01 the EFSF 

programme and the introduction 01 capital controls have created new circumstances which have 

led to a lurther strong deterioration in debt sustainability. The following paragraphs present the 

different assumptions according to a baseline and an adverse scenario and give the respective 

numbers in these two scenarios: 

• Growth estimates have been further revised downwards: preliminary revised projections 

point to a strong decline in economic activity in 2015. Real GDP growth expectations now 

range from -2% to -4.0% in 2015, compared with 0.5% in the Spring forecast. 2016 should 

also see negative growth -0.5% to -1.75% with growth picking up only in the course of 2017, 

assuming that political stability is restored soon and a gradual relaxation of the 

administrative measures on the banking sector. Long-term growth is assumed at 1.8% in the 

base line and at 1.5% in the adverse scenario. 

• The expected primary surplus outcomes have been revised downwards. The fiscal 

programme, which had been on track until the third quarter of 2014, was de-railed in the last 

quarter of 2014. The weaker implementation of reforms in the second half of 2014 and the 

turn of the economic cycle led to a primary balance rather than a primary surplus. Moreover, 

the political uncertainties and the severe policy slippages of the first half of 2015 have led to 

a strong deterioration of economic growth and hence to weaker primary balance outcomes. 

Furthermore, the im position of capital controls and the severe liquidity shortage in the Greek 

economy now require a further downward revision of the fiscal targets at least for 2015-

2017. It is now expected that primary balance outcomes would decrease substantially. A 

primary deficit of 0% to 1% is expected in 2015, a primary balance of 1% to 0.5% in 2016 and 
a primary surplus of 2.25 to 2% in 2017, before moving to 3.5% from 2018 onwards. The 

expected outcomes have been lowered in view of the developments of the Greek economy. 

• Privatisation receipts are likely to be lower than envisage when the last review was 

completed. The strong deterioration in the banking sector outlook, heightened economic 

and political uncertainty, more challenging financing conditions for potential investors 

together with reduced prospects for the privatisation programme result in lower expected 

privatisation proceeds, though the government intends to proceeds with privatisation 

projects. We could expect until 2022 EUR 10 bn would materialise in the baseline scenario 

going down to EUR 4 bn in the adverse scenario (compared to EUR 22 bn before). 

• Financing needs for the banking sector have increased considerably. The capital situation of 

Greek banks is coming under increasing pressure due to worsening asset quality that is 

related to the significantly weaker macro-economic development, high political uncertainty, 
the delayed NPL resolution process and the significant adverse impact of capital controls on 

economic activity and payment culture. In view of this banks will face substantial capital 

needs. As they will likely have no market access in the near future, an adequate capital 

backstop as part of a next financial assistance programme is needed. The estimated size of 

the required capital backstop amounts on a preliminary basis to EUR 25 bn. Further work on 
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the calibration and terms of such capital backstop is currently ongoing among the different 

institutions. 

Based on the developments above, the debt-to-GDP ratio is expected to reach 165% in 2020,150% 

in 2022 and 111% in 2030 in the baseline scenario. The respective debt/GDP ratios in the adverse 

scenario are: 187% in 2020, 176% in 2022 and 142% in 2030 .. 

However, locusing exclusively on the debt-to-GDP level does not allow capturing the structure 01 

debt and is not accounting entirely lor the measures taken by the European jinancial support to 

make Greek debt sustainable. This aspect can be better assessed by the grass financing needs of a 
country, which captures its payment structure over time. Lower grass financing needs reduce 

rallover and financial stability risks. Greece currently benefits fram very low debt servicing in the 

period up to 2020 due to low interest rates, interest deferral and a long grace period on both GLF 

and EFSF loans. As in the case of the debt-to-GDP ratio it is also difficult to determine concrete 

thresholds for this alternative metric above which public debt should be considered as no longer 

being sustainable. Based on cross country evidence, an IMF guidance note to staff suggests that grass 

financing needs-to-GDP would need to remain below the 15% to ensure debt sustainability. 

Given the lurther strong deterioration that lollowed the imposition 01 capital contro/s and the 

grinding to a halt 01 the Greek economy, gross jinancing needs-to-GDP over the 2015-30 period are 

and on average 10.4% and above the 15% threshold in a number 01 years. In the adverse scenario, 

the average gross financing needs-to-GDP ratio stands at 13.1% over the 2015-30 period. 

Conclusion 

The high debt to GDP and the gross jinancing needs resulting Irom this analysis point to serious 

concerns regarding the sustainability 01 Greece's public debt. The concerns could be addressed 

through a far reaching and credible reform programme, very strong ownership of the Greek 

authorities for such a programme and, after full restoration of the loans agreements, debt-mitigating 

. measures that would be granted only once the commitments to reform from the Greek authorities 

has been demonstrated. A very substantial re-profiling, such as a long extension of maturities of 

existing and new loans, interest deferral, and financing at AAA rates would allow to cater for these 

concerns fram a grass financing requirements perspective, though they would still leave Greece with 

very high debt-to-GDP levels for an extended period. 

4. Assessment of the actual or potential financing needs of Greece 

This preliminary estimate of the financing envelope would also need to be reviewed in light of the 

outcome of the MOU negotiations and the agreed targets. 

Greece is projected to have the following financing needs over the July 201S-July 2018 period. 

a. Financial sector: 

As explained in detail in section 2.1 'Risks to the financial stability of Greece', following the 

uncertainty over the financing of the State and over the economic and financial policies by the Greek 

government in the last months, and the intraduction of bank holidays, restrictions on deposit 

withdrawals and capital controls, the situation for the banks has dramatically worsened. 
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Hence, it is expected that banks will need to raise a substantial amount of capital over a relatively 

short period of time so as to remain compliant with regulatory requirements and to mitigate the loss 

of confidence resulting from the im position of payment restrictions. Given that it is unlikely that 

banks will be able to secure private investment, capital injections will likely need to come from 

programme financing. 

Current preliminary calculations estimate financing needs in the banking sector to total EUR 25 bn. 

These would need to be validated by a due diligence exercise by the various institutions at a later 
stage. 

b. Medium and lang-term debt redemptian 

Over the three years, Greece has to cover EUR 53.7 bn in debt amortisation and interest payments 

(EUR 35.9 bn in amortisation and EUR 17.8 bn in interest payments). This includes the EUR 2.1 bn in 

debt redemptions to the IMF and Bank of Greece (BoG) that were due on 30 June 2015 and which 

Greece has not yet paid. This assumes that no creditors will accelerate their claims due to default of 

repayments and that the authorities and other creditors will respect the IMF's preferred creditor 

status. The Greek authorities' arrears to the Fund as of July 10 are EUR 1.6 billion. 

Of the total amortisation due over the July 2015-July 2018 period, EUR 8.3 bn represents IMF debt 

redemption, EUR 12.7 bn is amortisation on the Eurosystem ANFA and SMP bonds, EUR 1.9 bn is for 

the BoG and EUR 6.8 bn is on other debt mainly to the private sector. 

In terms of interest payments over this period, EUR 3.6 bn is due on the Eurosystem ANFA and SMP 

bonds, EUR 2.7 bn on the new Greek government bonds issued after the PSI exchange and mostly 

held by the private sector, EUR 1.6 bn on the EFSF PSI and bond interest facilities (which is not 

deferred), EUR 1.3 bn on the IMF loan and EUR 1.2 bn on the GLF loan. 

c. Fiscal needs 

Compliance with the primary fiscal targets of the second programme, would have allowed the 

primary balance surpluses to contribute to lower financing needs. The second programme fiscal 

primary target path were a surplus of 1.5% of GDP in 2014, 3% in 2015, 4.5% in 2016-17, 4.3% in 

2018-20 and 4% in 2021-22. This would have resulted in interna I financing of some EUR 24 bn over 

the programme period. Maintaining those targets would be highly pro-cyclical. Every percentage 

point change in the targets will cost about EUR 1.8bn per year. In this respect, guidance from the 

Eurogroup would be appreciated, in light of the implications for programme financing. 

The primary fiscal deficits which are in accrual terms need to be adjusted to cash to calculate the 

overall financing needs. The cash-ac�rual adjustment depends on the final measures agreed with the 

Greek authorities and is estimated at EUR 2 bn for the period July 2015 to July 2018. Overall, 

assuming implementation of fiscal measures to reach a primary surplus of 3.5% by 2018, it is 

expected that the fiscal primary balance wili lower financing needs by EUR 6 bn during this period. 

The authorities also need to clear arrears given the tight financing conditions. Arrears clearance 
based on latest data available is estimated at EUR 7 bn over the programme period. 

d. Cash buffer for deposit bui/d-up 

The absence of programme disbursements since August 2014 and the complete lack of market access 

since October 2014 have forced the authorities to use internal resources to honour internal and 

9 

58/BAESM XXV. GP - Vorlage gem. § 74d Abs 2 - ESM-Vorlage 19 von 25

www.parlament.gv.at



external debt service payments. As a result, the liquidity situation has become very tight and total 

State deposits had decreased to below EUR 1 bn by end-May 2015. The programme should allow re­

building deposits to the EUR 5 bn level at the end of 2015 wh ich had been agreed during the second 

adjustment programme. The total State deposit level is projected to remain constant at EUR 5 bn 

over the medium to long term. The build-up of State deposits would require an additional EUR 4.5 

bn. The IMF is of the view that given the accumulation of external arrears, it is necessary to build an 

additional amount of EUR 3 bn to build a buffer for State deposits of EUR 8 bn. 

e. Privatisation proceeds 

Since the im position of capital controls, it is no longer realistic to assume a re-privatisation of banks. 

This together with a weak track record so far and uncertainty on the commitment on the part of the 

authorities to privatise non-bank assets have led to a strong downward revision of the privatisation 

receipts expected over the programme period. The latter currently amount to EUR 2.5 bn until July 

2018 while the IMF estimate is EUR 1.5 bn. 

f Unwinding of repo operations 

The Greek fiscal framework did not allow inter-governmental borrowing amongst the various general 

government entities. As a result more expensive external borrowing was used to cover part of the 

State financing needs. Since Spring 2014 the Greek authorities implemented legislation that allowed 

general government entities to conduct repo operations with the State thereby covering part of its 

financing needs, while crowding out liquidity available to the private sector. This was meant as a 

temporary tool until the authorities implemented an in-depth cash management reform that would 

allow using part of the repo operations as a permanent source of funding. 

Since the liquidity shortage the authorities have had to increasingly rely on repo operations to meet 

internal and external financing needs. The total stock of repo operations increased to EUR 10.5 bn by 

end-June 2015. Of this total stock we estimate that EUR 7 bn can be considered a permanent source 

of funding, while the remaining EUR 3.5 bn would have to be unwound and replaced with other 
sources of funding. 

Based on all the elements above total gross financing needs for the programme period are estimated 

at the current juncture around EUR 82 bn. The IMF staff estimates are some EUR 4 bn higher, mostly 

due to higher state deposit build up. 

Total financing sources 

a. SMP/ANFA profits 

Total SMP and ANFA profits until July 2018 amount to EUR 7.7 bn. If agreed by Member States, the 

SMP profits of 2014 and 2015 (totalling EUR 3.3 bn), although insufficient, could be used in July to 

July to repay arrears to the IMF and other upcoming payments. SMP profits of 2016, 2017 and 2018 

could also be used for subsequent programme financing. 

Over the July 2015-July 2018 period, Greece is expected to receive EUR 2.7 bn in SMP profits 

(excluding the 2014 and 2015 profits used for urgent debt payments) and EUR 1.7 bn in ANFA profits 

from the other Member States and the BoG, reducing financing needs accordingly. 
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b./MF 

Table. Greece financing envelope for new programme 

New 3-year ESM 

programme from 

the beginning 

Aug 15-end Jul 18 

Gross financing needs 81.7 

Amortisation 33.8 

Repayment IMF and BoG loans 2.1 

Interest payments 17.8 

Arrears clearance 7.0 

Cash buffer for deposit build-up 4.5 

Privatisation (-) -2.5 

Cash general government primary surplus* (-) -6. 0 

Bank recapitalisation 25.0 

Potential Financing sources 7.7 

SMP/ANFA profits 7.7 

Financing gap 74.0 

Note: The cash primary balance is calculated based on the accrual fiscal 
targets and adjusted to cash. Although the programme is expected to start 
only at the beginning of August, the programme financing envelope also 

covers the clearance of the external arrears and the financing gap of July. 

At this stage, in light of the arrears to the IMF it is impossible to predict how much the IMF could 

contribute to the programme. Under the current EFF, the IMF has an amount of around EUR 16 bn 

undisbursed. At this stage, in light of the arrears to the IMF, the IMF is not in a position to contribute 

to the programme. The preferred creditor status of the IMF needs to be acknowledged. Arrears to 

the IMF need to be cleared before the IMF is able to disburse. Furthermore, the IMF staff indicated 

that it would need sufficient assurances--through much stronger prior actions or or by waiting for an 

extended period to allow the authorities to build a track record of strong policy implementation--that 

arrears will not reoccur before new financing is disbursed. 

c. Access to market financing 

The main purpose of ESM financial assistance accompanied by a macroeconomic adjustment 

programme is to allow the beneficiary member to gradually regain market access at affordable costs. 

While it is difficult to forecast when and to which extent market access is regained, it is consistent 

with past experience (including Greece itself) assuming that from the second half of the programme 

horizon, a beneficiary member state is able progressively to tap the markets. The amount raised in 

the markets will obviously reduce the amount of resources to be provided by the official sector. 
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Provided overall current market conditions and the search for yield, market access of Greece could 

even start earlier provided that a credible reform path is pursued by the government. 

Conclusion 

Given the projected finan cing needs and sources above, Greece is expected to have a financing gap 

in the range of EUR 74 bn plus over the July 2015-July 2018 period that would need to be covered 

by new extern al financing. The IMF considers that this estimate should be EUR 4 bn higher. Given 

the profile of the needs, the disbursement will have to be frontloaded. 
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Anlage 4: Vorschlag für eine Finanzhilfefazilität für die Hellenische Republik 

� 
20150717 - 5 - ESM 

BoG - Resolution 1 - t 

Kurzbeschreibung und Erläuterungen: 

Gemäß Art. 2 der ESM-Darlehensrichtlinien arbeitet der Geschäftsführende Direktor des ESM 
einen Vorschlag für eine Finanzhilfefazilität auf Grundlage eines Antrags auf ESM-Stabilitätshilfe 
sowie der Bewertungen gemäß Art. 13 Abs. 1 ESM-Vertrag aus. 

Im Falle des Finanzhilfeersuchens der Hellenischen Republik wurde der Vorschlag am 14. Juli 

2015 übermittelt. Laut diesem Vorschlag beträgt die verbleibende Vergabekapazität des ESM 
zum 30. Juni 2015 455,31 Mrd. Euro; aus diesem Grund könne ein Darlehen gemäß Art. 16 ESM­
Vertrag in Höhe des festgestellten Finanzierungsbedarfs der Hellenischen Republik, d.h. bis zu 
86 Mrd. Euro, durch den ESM vergeben werden. 

Weiters sieht der Vorschlag eine Vergabeperiode von drei Jahren vor; Auszahlungen sollen in 

bar bzw. in Form von ESM -Anleihen erfolgen; die Konditionalität des Darlehens wird im Rahmen 
eines Memorandum of Understanding spezifiziert. 
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European Stability Mechanism 

14 July 2015 

Proposal to gra nt, in principle, stabi l ity support to the Hellenic Republic in the 

form of a Loan 

On 8 July 2015, the Hellenie Republic (lfGreece") addressed a request for stability support to the 

Chairperson of the Board of Governors. Greece indicates in its request an ESM loan as the financial 

assistance instrument to be considered. The request further specifies that the loan shall have an 

availability period of three years and that it will be used to meet Greece's debt obligations and to 

ensure stability of the financial system. 

On 8 July 2015, the Chairperson of the Board of Governors entrusted, pursuant to Article 13(1) of 

the Treaty, the European Commission, in liaison with the European Central Bank, with the following 

tasks: 

(a) to assess the existence of a risk to the financial stability of the euro area as a whole or of its 

Member States; 

(b) to assess, together with the International Monetary Fund, whether public debt of the Hellenie 

Republic is sustainable; and 

(c) to assess the actual or potential financing needs of the Hellenie Republic. 

Pursuant to Article 2 of the Guideline on Loans, the Managing Director shall, on the basis of the 

request and the assessments referred to above, prepare a proposal, consistent with the 

aforementioned assessments and taking into account the financial situation of the ESM, for the 

Board of Governors to decide whether to grant, in principle, stability support in the form of a loan in 

accordance with Article 13(2) of the Treaty. 

1. ASSESSMENTS PU RSUANT TO ARTICLE 13(1) OF THE TREATY 

On 10 July 2015, the European Commission, in liaison with the European Central Bank and together 

with the IMF, provided the aforementioned assessments. 

These assessments conclude that granting stability support to Greece is required to safeguard the 

financial stability of the euro area as a whole and of its Member States, that debt sustainability can 

be attained with additional measures (possible longer grace and repayment period) aiming at 

ensuring that gross financing needs remain at a sustainable level, and that financing needs amount 

up to € 86 billion. 
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2. FINANCIAL SITUATION OF THE ESM 

The ESM has a maximum lending capacity of (500 billion, pursuant to Resolution No. 11 of 8 October 

2012 (SG/BoG/2012/01/11). The Forward Commitment Capacity ("FCC") corresponds to the 

remaining ESM lending capacity. The FCC as of 30 June 2015 is (455.31 billion: this is the difference 

between the maximum lending capacity and the amounts disbursed or committed under the 

financial assistance programmes to Spain and Cyprus. 

Furthermore, there is no indication that the ESM would not be in a position to raise in the capital 

markets the necessary funds for granting stability support to meet Greece's financing needs as 

proposed above. The ESM would therefore be in the position to extend financial assistance in the 

proposed amounts. This assumes that sizable amounts for bank recapitalisation can be disbursed 

'in kind' through ESM bonds as done in other ESM financial assistance programmes. 

3. PROPOSAL TO GRANT STABI LITY SUPPORT 

On the basis of Greece's request and of the assessments provided by the European Commission and 

the ECB, and in view of the financial situation of the ESM, it is proposed to grant, in principle, 

stability support to Greece in the following terms: 

Instrument: Loan under Article 16 of the Treaty, as requested by Greece. 

Amount: up to ( 86 billion, in line with Greece's financing needs as reported by the 

institutions and acknowledged by the Euro Summit statement of 12 July 2015. This amount 

will be lowered by the funds made available under an IMF programme, and market 

financing. Greece can be expected to regain market access in the course of the programme if 

it credibly complies with the policy conditionality and implements reforms. 

Availability period: 3 years, as requested by Greece. 

Payment modalities: cash and cashless. 

Conditionality: to be determined by a macro-economic adjustment programme detailed in 

accordance with Article 13(3) of the Treaty and Article 2(3)(a) of the Guideline on Loans 
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