Eurogroup approves next disbursement to Greece
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The Greek programme got back on track, when the Eurogroup on 26 November
2012 gave political approval to the next disbursement of financial aid to Greece.
Ministers commended Greek policy actions and agreed on a package of measures
to ensure Greek debt will be sustainable.

The decision reflects a positive assessment of Greece's implementation of agreed
measures and agreement on future programme conditions. The programme had been
on hold since the Spring, when political uncertainties led to delays in the
implementation of reform measures.

The Eurogroup commended Greece's efforts since elections in June. In particular, the Greek
Parliament has adopted:

e Legislation (the "Omnibus Law") to enact a large number of economic reforms designed to
strengthen the Greek economy, to improve the efficiency of the Greek public administration
and to boost growth and employment.

e A budget for 2013 and a medium-term fiscal strategy (MTFS) for the years 2013 to 2016.
These enact €13.5 billion of fiscal consolidation in 2013-2014 and aim to reach a primary
fiscal surplus (not including interest payments) of 4.5% of GDP in 2016, bringing the headline
deficit below 3% in the same year.

The Eurogroup approved this new target date, which represents an extension of two
years of the timetable previously agreed for the achievement of this level of primary
surplus.

In light of this revised target date, the Eurogroup felt that the programme warranted a
broader analysis of long-term debt sustainability. New targets for the debt level were
therefore established, with a figure for the debt-to-GDP ratio of 124% in 2020,
declining to substantially below 110% in 2022 and continuing to fall significantly
thereafter.

The Eurogroup agreed on the following measures to support debt sustainability:

e Greece will consider conducting a debt buy-back operation to achieve a
significant reduction in outstanding debt held by the private sector.

o The interest rate charged to Greece on loans under the Greek Loan Facility
(bilateral loans from other member states) will be reduced.

o The guarantee commitment fee payable by Greece on European Financial
Stability Facility (EFSF) loans will be cancelled.

e Maturities on both bilateral and EFSF loans will be extended by 15 years, with
all interest payments deferred by 10 years.

o Member states will pass on to Greece amounts equivalent to the profits arising
from the Securities Market Programme of Eurosystem central bank holdings
of Greek bonds.



o Member states will consider further measures if necessary to achieve key debt
sustainability targets, once Greece has achieved a primary surplus.

Member states reiterated their commitment to provide adequate financial support
throughout and beyond the programme, until Greece regains access to financial
markets, so long as it complies with its obligations. This includes considering further
measures if necessary to achieve debt sustainability.

The Eurogroup also welcomed the Greek authorities' measures to ensure correction
of any budgetary slippages and safeguard the achievement of targets for privatisation.
Greece also confirmed a significant strengthening of the operation of the segregated
account established for debt servicing.

In light of the positive assessment, the Eurogroup gave political approval to the next
disbursement by the EFSF, subject to the completion of the necessary national
procedures. The Eurogroup expects to be in a position to take a formal decision to
confirm this on 13 December.

The disbursement would be for a total amount of €43.7 billion, €34.4 billion of which
will be disbursed in December. The remainder will be disbursed in three sub-tranches
in the first quarter of 2013 and will be linked to the implementation of agreed
"milestone" actions in the Greek programme.



