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Greek equities up or down? Watch out for the yields SERENBERG
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* Greek equities and bond
yields are highly

Greek ASE index vs 10 year government bond yields (inverted, in %)

e Risk: ECB can’t buy Greek
bonds during the bailout
program review period, so
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Closing the gap in the yield spread (part 1) BEPREBEFIG
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e Inthe lead up to the
global financial crisis, the
Greek government bond
yields were in line with
Portugal and Ireland

Greek 10 year bond yields are significantly above Cyprus, Ireland and Portugal

e Greek bond yields might
close the gap with Cyprus,
Ireland and Portugal if
Greek bonds will be
included into the ECB QE
program

e Currently the bond spread
with Ireland is 6.7ppts,
with Portugal 4.4ppts and
with Cyprus 3.8ppts

2006 2008 2010 2012 2014 2016
Greek 10yr - Ireland 10yr

Greek 10yr - Portugal 10yr
Greek 10yr - Cyprus 10yr

Source: Bloomberg, Berenberg Research, (in %)




Closing the gap in the yield spread (part 2)

Government bond yields since bailout (weeks)
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Source: Bloomberg, Berenberg Research (in %)
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Ireland received the
bailout package in
November 2010. In the
first months following the
bailout, bond yields rose,
before they started to
drop significantly

Portugal received the
approval for its bailout
package in May 2011. The
yields rose for another 9
months, but started to
shrink afterwards

One year after the latest
bailout program Greek
yields remain elevated

Potentially the yields will
drop over the coming
years if they receive ECB
support and follow in the
footsteps of Portugal and
Ireland




ECB could buy up to 11 months worth of daily trading volume
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ECB could buy potentially up to EUR 4.5bn in Greek bonds
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Greece has EUR 48.7bn
outstanding in sovereign
bonds in the 2-30 year
bracket which are eligible
for the ECB QE program

The ECB can buy max
33% of those bonds,
equalling EUR 16.1bn
(currently they hold EUR
12.8bn)

This would leave the ECB
with EUR 3.3bn to buy on
the markets.

This could rise to EUR
4.5bn from 20 July 2016
as some Greek bonds held
by the ECB will expire

This would reflect around
one year of average daily
trading volume of around
EUR 20m




Emerging market funds (GEM) are underweight Greece

GEM funds did not participate significantly in the latest bank recap
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Source: Bloomberg, EPFR, MSCI, Berenberg Research, (in ppts)
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Greece became part of
the MSCI emerging
market universe in
November 2013

GEM investors started to
close some of the UW
positions in 2014/2015
amid hopes for a recovery

GEM investors did not
participate significantly in
the latest bank recap,
leading again to a large
UW of GEM investors
compared to the MSCI
Greece benchmark
weighting

Currently Greece equities
roughly presents 0.45% of
the MSCI EM index

GEM funds hold only
0.25% weight in Greece




Emerging European funds are also UW Greece

EME funds did not participate significantly in the latest bank recap
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EME funds had almost no
positioning in Greece
when it became part of
their benchmark

They increased their
weight significantly in
2014

Interest faded in 2015 and
UW rose

UW rose to record highs
after recap in December
2015, but have fallen
afterwards again to an
average level

Currently Greek equities
are around 5.5% of the
MSCI EME index

EME funds hold only 2.8%
weight in Greece
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Adjustment progress since 2009: Greece in the lead

Cumulative adjustment progress since 2009 )

Rank Country Total Score External adjustment | Fiscal adjustment Labour cost adj. Reform drive
2015 2014 _ _ 12015 Change 2014|2015 Change 2014 | 2015 Change 2014|2015 Change 2014 | 2015 Change 2014
— T i [Greece —_Lz77_-10 87 74 00 74 89 07 95 | 76 -03_79 170 3 me
2 2 |lreland 7106 77 T 70 0373 T 69 02 72 [ 93 02 91 | 51 23 74
3 3 Spain 6.2 -08 7.0 70 -02 71 63 -1.0 72 58 00 57 56 22 78
4 6 | Cyprus 6.0 -0.1 6.1 40 04 36 76 -09 85 64 02 6.2 n.a. na na.
5 5 Portugal 6.0 -06 65 6.0 -0.1 6.1 6.7 -07 74 58 07 51 54 -21 75
6 4 Latvia 58 -08 66 91 -02 94 36 -02 38 48 -1.8 6.6 na. na na.
7 7 Estonia 49 -08 57 73 02 75 25 03 21 49 -15 64 47 -19 65
8 8 Slovakia 47 04 51 64 02 62 6.2 -04 67 29 04 32 32 -1.2 43
9 9 | Slovenia 45 -04 49 67 01 66 44 -03 46 48 03 44 2.1 -1.8 40
10 1 Poland 40 00 40 49 03 47 63 071 62 04 01 05 43 03 46
11 12 Italy 39 01 37 40 -0.1 41 43 -03 46 33 00 34 38 09 29
12 10 | United Kingdom 35 -05 40 26 0.1 27 50 03 48 34 02 37 3.0 -20 50
 hwois | 35 05 38 | 42 00 41 | 42 05 45 | 24 00 24 | 33 10 43 |
13 13 Malta 34 00 34 53 -09 62 20 03 22 29 10 19 na. na na.
14 14 | Netherlands 31 01 30 51 02 49 3.1 05 36 23 03 19 1.9 03 17
15 15 | Luxembourg 3.0 01 28 45 05 40 14 -08 2.2 59 09 5.0 0.0 00 0.0
16 16 | France 28 01 27 26 01 27 40 071 39 16 00 16 29 01 28
17 17 | Austria 26 -01 27 32 02 33 30 07 23 09 02 11 3.2 08 40
18 18 | Germany 22 01 23 33 01 33 38 -02 39 07 02 09 1.1 01 1.0
19 20 | Belgium 2.2 03 19 43 06 38 1.0 01 1.1 22 04 18 1.3 02 1.1
20 19 | Finland 1.5 05 21 12 02 13 00 00 00 22 02 24 2.8 -6 44
21 21 Sweden 1.2 -03 16 22 03 20 0.0 00 0.0 0.8 01 07 1.9 -1.7 36

Source: Berenberg Research, Lisbon council, Euro Plus Monitor: Cumulative adjustment progress, scores from 10 (best possible) to 0 (worst) . The overall score is the average of

4 sub-scores for external adjustment, fiscal repair, labour cost adjustment and structural reforms
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Berenberg together with
the Lisbon Council
regularly track how 21
countries in the EU are
adjusting on four separate
criteria:

External adjustment, fiscal
repair, labour costs and
structural reforms

The results are
aggregated into one
indicator which sums up
the cumulative
adjustment progress since
2009 on a scale of 10
(best) to O (worst)

Greece scores number 1in
fiscal repair and structural
reforms and second in
external adjustment and
labour costs.

The 5 countries that had
to ask taxpayers of other
countries to help top our
league




Structural reforms: Greece was leading from 2010-2013
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Source: Berenberg Research, Lisbon council, Euro Plus Monitor, OECD: Responsiveness to OECD’s Going for Growth reform recommendations.
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Who is implementing pro-
growth structural
reforms?

The OECD regularly
makes detailed reform
proposals

Once a year the OECD
checks wether countries
are heeding such advice

Under the pressure of
crisis, the euro periphery
including Greece reformed
at a rapid pace

The pace slackened in the
2014/15 period

Greece was leading the
pro-growth reforms in
2010-2013




Greece had the largest improvement in fiscal balances

Change in underlying fiscal balance since 2009 in % of GDP
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Source: European Commission, Berenberg research
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e The overall change in

Greece’s underlying fiscal
position of 141% of GDP
since 2009 exceeds that
of any other country in
the EU despite some
slippage over the last two
years

Ireland, Portugal, and
Spain improved their
balances by around 8%,
significantly less than
Greece

To avoid distortion, we
used data that adjust the
actual fiscal balance for
the impact of the short-
term business cycle,
interest payments and
some significant one-off
factors such as a
recapitalisation of banks.
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Risks: the Greek recovery is slow BERENBERG
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» Investors are concerned
about the slow paced
recovery in Greece

Greek recovery thwarted in early 2015, rebound since autumn 2015

 lIreland, Spain and Cyprus
show that with effective
reforms, growth can
accelerate fast

e There is no negative
influence from the EU as
its growth rate is modest
but steady

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Greece Eurozone (excl. Greece)  ===Cyprus

Corporate confidence: average of industrial, services, retail and construction confidence.
Source: European Commission, Berenberg calculations 1




Risks: high taxes (part D - CIT SERENBERG
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e Greece increased the CIT

Greece has one of the highest corporate income taxes in Europe t0 29% from 1 Jan 2015,

40% e It was only 20% in 2013
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e This makes it one of the
highest tax rates in
Europe and might be a
drag on investments in
the future
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Source: Wikipedia, Berenberg Research
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Risks: high taxes (part 2) - VAT

Greece has one of the highest VAT rates in Europe
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Source: Wikipedia, Berenberg Research
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Greece increased the VAT

to 24% from 23% on 1
June 2016.

Greece increased VAT on
food and public transport
from 13% to 23% in June
2015

This may reduce private
consumption

An increase in cashless
payments is a green
shoot for budget income
and reduces the size of
the grey economy

13




Risks: high taxes (part 3) - PIT

Greece has a high personal income tax rates if solidarity levy is included
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Source: Wikipedia, Berenberg Research

B Maximum income tax rate
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Personal income tax has
increased by 3% to 45%

Furthermore, the
government has lowered
the income tax free
threshold

Additionally, the solidarity
levy has been increased
by up to 10% for incomes
above 220k p.a., which
hikes the top tax rate to
55%

Combined this is among
the highest income tax
rates in Europe

14




Risks: high NPL ratios (part I)

Greece has very high ratio of non performing loans
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Source: Bank of Greece, Berenberg Research
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Non performing loans or
non performing exposures
(NPE) have been rising
significantly since the
crisis, standing now at
around 45%.

This is caused by a fall in
house prices and the
elevated unemployment
rate

The NPL/NPE ratio is
expected to decline over
the coming years as
banks are motivated to
sell NPLs to NPL
collection specialists

According to the Bank of
Greece, 70% of
restructured NPLs are
defaulting again
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Risks: high NPL ratios (part 1)

NPL ratio and coverage ratio in EU member states
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Source: EBA Risk dashboard as of September 2015
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Greece has one of the
highest NPL ratios in
Europe

On a positive note, the
coverage ratio is above
EU average levels

Only Cyprus has a higher
NPL ratio
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Brexit impact: the UK has more to lose than Europe

Who needs whom? Mutual trade exposure of UK and EU to each other

12.7

UK EU GE FR IT GR

Note: UK data shows exports of goods and services to EU 27 as % UK GDP. All other country data shows exports to UK as a % of GDP.

Source: ONS, Bank of England, Eurostat, Berenberg.
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e The UK needs trade with

the EU much more than
vice versa. Whereas the
UK earns 13% of its GDP
through exports to the
EU, the EU-27 earns 3% of
its GDP through its
exports to the UK

The EU would likely suffer
a significant short-term
dent to growth. But as
long as EU cohesion
remains in tact, Brexit
would not hurt trend
growth

Modest losses from less
trade with a less dynamic
UK would be offset by the
relocation of some jobs
from the UK into the EU
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This document has been prepared by Berenberg or one of its affiliates (collectively “Berenberg®). This document does not claim completeness regarding all the information on the stocks, stock markets or developments
referredto in it.

On no account should the document be regarded as a substitute for the recipient procuring information for himself/herself or exercising his/her own judgements.

The document has been produced for information purposes for institutional clients or market professionals.

Private customers into whose possession this document comes should discuss possible investment decisions with their customer service officer, as differing views and opinions may exist with regard to the stocks referred to
in this document.

This document is not a solicitation or an offer to buy or sell the mentioned stock.

The document may include certain descriptions, statements, estimates and conclusions underlining potential market and company developments. These reflect assumptions which may turn out to be incorrect. Berenberg
and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of any kind arising out of the use of this document or any part of its content.

Berenberg may act as market-maker or underwrite issues for any securities mentioned in this document, derivatives thereon or related financial products or perform or seek to perform capital market or underwriting
services.

Berenberg reserves all the rights in this document. No part of the document or its content may be rewritten, copied, photocopied or duplicated in any form by any means or redistributed without Berenberg’s prior written
consent.

Remarks regarding foreign investors

The preparation of this document is subject to regulation by German law. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should
inform themselves about, and observe, any such restrictions.

United Kingdom
This document is meant exclusively for institutional investors and market professionals but not for private customers. It is not for distribution to or the use of private investors or private customers.

United States of America

This document has been prepared exclusively by Berenberg. Although Berenberg Capital Markets LLC, an affiliate of Berenberg and registered US broker-dealer, distributes this document to certain customers, Berenberg
Capital Markets LLC does not provide input into its contents, nor does this document constitute research of Berenberg Capital Markets LLC. In addition, this document is meant exclusively for institutional investors and
market professionals, but not for private customers. It is not for distribution to or the use of private investors or private customers.

This document is classified as objective for the purposes of FINRA rules. Please contact Berenberg Capital Markets LLC (+1617.292.8200), if you require additional information.

© March 2016 Berenberg
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