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SME MARKET

SMEs are of significant importance to the Greek business economy providing c. 87% of all jobs and
generating c. 75% of the total value added versus 67% and 58% for EU28 respectively.

Enterprises (#)

GR
Number
(‘000s)

Companies by employee
size

Employees (#)

GR EU28
% %
Share Share

GR
Number
(‘000s)

GR %
Share

EU28 %
Share

GR
Billion

Value added (€)

GR %
Share

EU28 %
Share

Total enterprises 693 100.0 100.0 2,089 100.0 100.0 49 100.0 100.0
A A

SME 692 99.9 99.8 1,815 66.9 37 57.8

Micro 670 96.7 92.7 1,226 58.7 29.2 18 37.4 21.1

Small 20 2.9 6.1 361 17.3 20.4 10 20.9 18.2

Medium 2 0.4 1.0 229 10.9 17.3 8 16.6 18.5

Large 0.4 0.1 0.2 274 13.1 33.1 12 25.2 42.2

No. of Enterprises % Share of Persons Employed % Share of Value Added
: Large
Large 0.1% 0.4% Medium 13.1% Large
25.2%
10.9%
Medium
58.3%
76.0% Micro+ Small
99 6% Micro+ Small 16.6%

Micro+ Small
Source: SBA Factsheet, 2015

Medium
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KEY SME STAKEHOLDERS FOR NPLS & GROWTH

Government and government bodies have a key role to (i) resolve the legacy NPL overhang in the Greek
banking market and (ii) facilitate SME sector growth by attracting all forms of available financing for SMEs
from traditional commercial banks to alternative funders

Key Regulatory Areas

Central _ _ : ,
Bank / e Capital requirements covering bank SME lending
Regulator e Robust strategy, guidelines and codes for
NPLs/arrears

e Proactive review of bank’s NPL operations

e Setting, implementation and monitoring of bank NPL
targets

SME
Stakeholder
Responsibility
Map

Key Direct Impact Areas

e Robust NPL management strategy,
framework & execution by asset class

e Develop appropriate debt restructuring
options (e.g. tranched debt)

Mi_nistry of Key Policy Areas Banl_<s /
Finance / Main

Treasury e Facilitate NPL enabling legislation Lenders
e Setting of lending targets for state banks e Develop appropriate debt products for

schemes (eg.equity, VC, mezz, debt)) Export credit / Invoice discounting /
e Tax breaks & incentives, where possible inventory financing

e Develop Credit Bureau
e SME help, advisory and mediation offices
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NPL VOLUMES REMAIN SIGNIFICANT ACROSS EUROPE

NPL volumes across Europe reached €1.18trn in 2014. Cyprus, Greece, Ireland, Spain and Portugal and the majority of the CEE

countries have ratios well above both the Euro (8.3%) and EU (8.2%) averages

Cyprus
Greece
Serbia
Albania
Ireland

Italy
Montenegro
Bulgaria
Croatia
Hungary
Romania
Slovenia
Portugal
Spain

Euro area
Kosovo
Lithuania
EU

Czech Republic
Slovak Republic
Poland

2014 Bank NPLs — Total Gross Loans %

France*

Austria
Netherlands
OECD members
Germany*
Finland+

Source: World Bank. * 2013 data, + 2012 data

23.0
22.8

18.7
17.3
17.2
16.7
16.7
15.6
15.3
11.7
11.2
8.5
8.3
8.2
8.2
8.2
5.6
5.3
4.9
4.5
3.9
3.1
3.1
2.7

0.5

34.3

454
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WHERE IS THE SILVER BULLET?

NPL build up must be released to avoid the restriction of financial flows to the business sector and thereby impacting the real
economy

o

~ BANK Loans Real economy
é é é Repayment
Clogged A
system
NPLs T Goods é
AN N & :

) Service Profit
Breakdown in

financing flow

-

Un-Clogged & ’
system
=

A 4

| %

Asset purchase? /. ."
Asset protection? ...\
Guarantees?

In-house banks?

T—
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OVERVIEW OF THE LEGISLATIVE NPL FRAMEWORK IN GREECE

In an effort to facilitate debt restructuring and effective NPLs management, there has been an increasing

oversight of regulator / state towards NPL management from 2007 onwards.

A number of important

legislative and regulatory measures have been introduced since 2007 with the timeline highlighted below:

L.4013/2011
Introduction of a

L.3588/2007

Introduction of the L.3858/2010

: - Incorporation of cross- -

first court-driven ; pre-pack
restructuring border insolvency restructuring

process (Art.99) principles process

2007

2008 2009 2010

Bank of Greece
Code of Conduct on

NPLs

L.4055/2012 L.4224/2013

Amendments Cessation of
on enforcement auctions till
measures 31/12/2014

management Bank of Greece

Revision of
L.4224/2013 /

Bank of Greece Code of Conduct

Directive on NPLs
management

L.3869/2010
Basic framework
for the settlement

of retail loans in
arrears

L.3996/2011
Introduction of
criminal penalties
for dues towards
the State

L.4161/2013
Easement
program for
low income
debtors

L.4307/2014
New court driven
processes for the L.4334/2015
settlement of business Revision of Greek
loans in arrears Civil Code &

changes in
auction process

L.4354/2015
Law on loan sales
and servicing
platforms
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6 NPL stages
1 Strategy

2 Segmentation

3 Restructuring
Tools

4 Servicing
Platform

5. Policies &
Procedures

6. Measurements

CASE STUDY - SME NPL MANAGEMENT PILLARS IN IRELAND

NPL Management Pillars

Central Bank of Ireland (CBI) Department of Finance

= Amend Insolvency &

= Code of Conduct for bankrubtey legislati = SARS
Business Lending to | an Irup cySeg|§ a |ofn
SMEs Inslo vc;ancy ervice o
= SME Arrears Resolution Cr:e Tt o
Strategy (SARS) redit Bureau = By risk buckets &
business drivers (e.g.
= Distressed Credit sector, size, collateral,
. . = N/A . .
Operations Review type, location, vintage)
(DCOR)
» Restructuring Toolkit
= DCOR /Restructuring N, (e.g. Tranched debt -
toolkit ABC notes)
= DCOR = Separate NPL unit by
. = N/A
= Qutsourcing asset class
= DCOR = Separate P&Ps / DAs
= N/A
= SME Arrears Resolution SART = Efficiency (stages of
Targets (SARTS) s restructuring activity)

= Effectiveness (SARTS)

Ireland was in a Troika bail-out program for 3 years (2012 — 2014)
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EXAMPLE : WHAT GETS MEASURED GETS DONE - RESOLUTION TARGETS

Loan Book Performance

Process efficiency

Number of cases Balance EUR"000 Amount in Arrears EUR'000 ous 4 Qua
T — Q2 Q3 Q3 Q4 Q4 Q2 Q3 Q3 Q4 Q4 Q2 Q3 Q3 Q4 Q42013 e Gmn  omp | ok || s
Total arrears cases in arrears up to 90 days 400 | 530 | 503 652 | 717 | 50000 55000 | 60500 | 66550 7a205 1078 1186 1304 1435 Number of designated Risk Managers (RM) 4 5 5 5 6
Total arrears cases in arrears 91 to 180 days 100 i 200 230 253 1 272 | 10000 20000 | 22000 25280 27a1a 83 om0 1012 1113 Number of meetings performed per RM 5 5 6 6 7
Total arrears cases in arrears 181 to 360 days 240 | 264 | 200 310 | 351 27500 | 30250 2556 ;2811 Number of calls performed 422 452 483 517 553
I%::\IasrreRaéss'_T_aR?é%aRrée;rs over 361 days 30 33 36 40 44 878 Coverage % cases in arrears up to 90 days 12% 13% 13% 14% 15%
o )
New Loans Restructured (in period) 20 22 | 2 21 | 28 | 2200 2640 | 3000 | 2520 3360 | — | — 1 = = CovarEge f’ 8 I amears €1l D D etys 30% 32% 33% 3% 36%
Loans restructured recovered (in period) [ 1 8 6 4 000 1210 | 380 66D 44D = . . = = Coverage % cases in arrears 181 to 360 days 35% 37% 39% 41% 43%
Stock Loans restructured (end period) 200 | 211 | 228 243 | 267 | 22000 23210 | 25080 | 26730 20370| 22 27 38 ar 49 Coverage % cases in arrears over 361 days 55% 58% 61% 64% 67%
g"ears rEpalyments tructured not vet d 1 T 8 14 12 150 720 840 | 1450 1300 18 15 15 o] 2 Number of financial statements obtained 18 15 22 19 20
4 F 3 2 1 420 200 | 325 | 210 120 8 5 4 4 2 ) ;

Rgzar:::res“; g%n;ar\zs fuctured notyet processe 3 i € € 7 559 Ty o £79 b 5 5 55 i Fe Number of financial statements assessed 18 14 18 24 19
Re-arrears > 90 days 5 E) 7 7 8 ] 350 T 75D 50 17 7 i5 14 18 Time to restructure (average in days) 72 89 72 55 45

rrears: Nu r : unt in Arrear
Arrears: Number of rrears: Balances Amount in Arrears
cases w0000 - 3000 - New Restructures vs. Re-Arrears
70000 2500
60000 2 2000 30
2 £ s0000 £ 500
[+ & 40000 ]
2 3 30000 2 1000 25
20000 500
10000 0 @ 20
Q2 03 a3 a4 o 04 Q2 a3 a3 a4 a4 L]
2012 2012 2012 2012 2013 02201203 201203 201204 2012042013 2012 2012 2012 2012 2013 g’ 15 - ® New Loans Restructured {in
Number of cases Balance EUR'000 Amount in Arrears EUR'000 -E period)
§ 10 m Re-Arrears
. H H 5
Legal Proceedings Receiverships
Legal Proceedings EUR'000 Receiverships EUR'000 0
. . Number value of Exposure | Exposure . . Number value of Exposure | Exposure 022012 03201203 2012042012 042013
Time since start Exposure ) . Time since start Exposure . .
of cases collateral atrisk atrisk of cases collateral atrisk atrisk Period
<3 months 2 200 184 16 8% <3 months 1 100 90 10 10%
3 -6 months 550 500 50 9% 3 -6 months 3 325 280 45 14%
6 - 12 months 3 270 240 30 11% 6 - 12 months 3 350 300 50 14%
12 - 24 months 8 800 704 96 12% 12 - 24 months 1 120 80 40 33%
> 24 months 3 360 300 60 17% > 24 months 0 0 0 0 0%
21 2180 1928 252 12% 8 895 750 145 16%
Repossessed Properties Analysis
5 Repossession per region Sales per region Stock per region
w— New repossed
Q2 2012 Q3 2012 Q3 2012 Q4 2012 Q12013 40 :;‘:Z:;?es (in
New repossed properties (in period) 4 4 6 5 7 30 saeor
Sale of repossed properties (in period) 4 3 1 1 0 20 51‘;;1“”
Stock of repossed properties (end period) 29 30 35 39 46 10 r petod)
4 B ——
Market value of stock (EUR'000) 2900 2940 3325 3432 3956 0
Liquidation value of stock (EUR'000) 2030 2058 2161 2231 2374 Q22012 032012 Q32012 Q42012 Q12013

@ Region A
whegion
wRegion ¢
@ Regiond
whegion e
wRegionf

uRegiong
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Il FINANCING FOR GROWTH
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AVERAGE CREDIT VALUE GAP PER ENTERPRISE

Greece has one of the highest average credit value gaps per SME enterprise out of 177 countries
surveyed by the International Finance Corporation

1,200,000 -
1,000,000 -
800,000 -
600,000 -
400,000 -
200,000 -

B Average credit value gap per enterprise

"

Average Credit Value Gap (US$)

Source: Worldbank

e Of the 177 emerging countries surveyed by the IFC in 2010%, Greece had one of the highest average credit
values gaps per enterprise ($111k)

e As per the IFC Enterprise Finance Database, Greece has c.188k SMEs

1. The IFC Enterprise Finance Gap Database, using primarily data from World Bank Enterprise Surveys, estimates the number of small, and medium enterprises (SMEs) in the
world, and the degree of access to credit and use of deposit accounts for formal and informal SMEs. The database currently covers 177 countries
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THE CHANGING FINANCING NEEDS OF GROWING COMPANIES

1. As companies grow, their financing needs change moving towards relatively formal forms of
finance and capital market sourced financing.
2. The level of market maturity will depend on the types and forms of financing available.

.

Seed Start-up \ Early growth Sustained growth

Invest equity to accelerate growfh

v

Provide advice and access to network

Source: The IIF / Bain & Company interviews
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CASE STUDY - SME FINANCING FOR GROWTH PILLARS IN IRELAND

Funding Growth Pillars

Equity

= Seed / Start-up: = Pillar Bank targets - = Government
Enterprise Ireland 5 year funding payments protocol
Seed & VC scheme targets (€33bn) = SURE Tax Scheme
* |SIF SME Credit fund = Supporting SME
= Early Growth: = Strategic Banking online toolkit
Development Capital Corporation of = DOF SME credit
Scheme Ireland (SBCI) !

demand survey

= MicroFinance
= DOF SME quarterl
Ireland Loan fund a y

= Sustained Growth: newsletter
ISIF SME Equity = Credit Guarantee T e e
fund Scheme (BOI) |
= Credit Review Office
(CRO)

TEAM IRELAND: THERE ARE C. 80 GOVERNMENT SUPPORTS FROM 30 GOVERNMENT DEPARTMENTS AND AGENCIES FOR SMES IN IRELAND
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STRATEGIC BANKING CORPORATION OF IRELAND

¥ @IriDeptFinance  #SMECred

Supporting SMEs with Sustainable Credit

ISIF EIB
6 Irsh Strategac The European

STRATEGIC BANKING
CORPORATION
@ OF IRELAND

BANKS IN IRELAND , RISH SME LENDING MARKET
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SME FUTURE CONSIDERATIONS (NPL & GROWTH STRANDS)

SMEs are a unique asset class due to intrinsic relationship with the domestic economy
NPL resolution and growth strategies must be considered in tandem and co-ordinated by the authorities

NPL
Strategy

SME

Attributes

e Multi-banked nature

. i . 1. Enhanced supervision,
* Volume & diversity of SMEs (region and sector) 2. Legislative rerf)orms (insolvency), and
» Property and other debt entanglement 3. Development of a distressed debt market (investors

* Weak collateral and reliance on personal guarantees

. 7 X & servicers
* Access to relevant financial information )

4. Multi-faceted PROGRAM, ACTION & RESULTS

SME
SME Growth

Funding for

Attributes Growth

Strategy

* Tied to the domestic economic market

* Bank concentration & competition o « Facilitating credit from existing and new players

* Lower bank credit risk appetite since the crisis « Support entrepreneurs and equity investing into SMEs
* SMEs now more risk averse and debtshy _ + Access European funding support (Kfw, EIB, EBRD)

* Information about SME creditworthiness is difficult to obtain . Developing more information supports for funders

+ SMEs face disincentives to increase scale & competitive (credit bureau) and SMEs (one stop shop for advice)
« Alternative funding providers face many barriers to entry P P
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