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FRANKFURT: Four major Greek banks must find up to
14.4 billion euros ($15.8 billion) to survive potential eco-
nomic shocks, the European Central Bank said yesterday
after they underwent an in-depth financial health check.

The figure was less than anticipated under recapitali-
sation plans agreed with Greece’s partners. Greece’s
Alpha Bank, Eurobank, the National Bank of Greece and
Piraeus Bank were all submitted to a health check by the
ECB known as a “comprehensive assessment”. 

If the economy takes a turn for the worse, the banks
would have a capital shortfall of up to 14.4 billion euros,
the test showed.

The health check comprises an asset quality review
and a forward-looking stress test aimed at assessing “the
specific recapitalisation needs of the individual banks”
under Greece’s current economic adjustment pro-
gramme. 

“Overall, the stress test identified a capital shortfall
across the four participating banks of 4.4 billion euros
under the baseline scenario and 14.4 billion euros under
the adverse scenario,” the ECB said.

Piraeus was the weakest, with an anticipated shortfall
of nearly five billion euros in an adverse scenario. “The
four banks will have to submit capital plans explaining
how they intend to cover their shortfalls by November 6,”
it said.

“This will start a recapitalisation process under the
economic adjustment programme that must conclude
before the end of the year.”

Covering the shortfalls by raising capital would “result
in the creation of prudential buffers at the four Greek
banks, which will improve the resilience of their balance
sheets and their capacity to withstand potential adverse
macroeconomic shock,” the ECB added.

Eurobank noted in a press release that it was ranked
“as the Greek bank with the lowest, and fully manage-
able, capital needs under the... adverse scenario (reflect-
ing) the soundness of the strategy we have been consis-
tently implementing.”

Private funds tapped 
Piraeus said in a statement yesterday that it took bad

loan provisions of 2.121 billion euros in the January-to-
September period, down from 3.197 billion euros in the
same period last year.

It reported a net loss of 635 million euros in the peri-
od, down 61 percent from last year. Analysts say Piraeus
is the most exposed to bad loans because it has been a
top lender to small and medium-sized Greek businesses.

Weakened after years of recession, Greece’s banks
took a further battering earlier this year as the left-wing

government of Alexis Tsipras pushed the country to the
brink of a euro exit in a standoff with Berlin and Brussels
over the terms of Greece’s international bailout. 

Finally, an 86 billion euro bailout was agreed, with 25
billion euros earmarked for the recapitalisation of the
four major banks.  On Friday, the Greek government sub-
mitted draft legislation to parliament paving the way for
the recapitalisation process to begin on Monday.

Finance Minister Euclid Tsakalotos yesterday praised
the results of the stress tests and said he was “optimistic”
over the process. An ECB official said in a yesterday con-
ference call: “Private investors’ contributions are expect-
ed to play a significant role in the capital-raising process
by means of taking common shares.”

But if the private sector response is not sufficient, “the
banks will enter into resolution,” the Greek finance min-
istry said earlier. —AFP

Greek banks need $15.8bn to get back on track
ECB announces health check of banks

ATHENS: In this April 23, 2015 file photo customers use the ATM and enter a branch of Eurobank in central Athens, Greece. The European Central Bank says yesterday, Greece’s battered banks need 14.4 billion
euros (US dollar 15.8 billion) in fresh money to get back on their feet and resume normal business. —AP

MANAMA:  Saudi Arabia’s financial deficit this
year is manageable despite the low oil prices, and
the kingdom’s economic growth rate and finan-
cial health will stay strong, Foreign Minister Adel
al-Jubeir said at a security conference in Bahrain
yesterday.

“The deficits that the kingdom will be running
this year are manageable,” he told reporters. On
Friday Standard & Poors cut its ratings for Saudi
Arabia’s long-term foreign and local currency sov-
ereign credit by one notch to ‘A-plus/A-1’, citing a
“pronounced negative swing” in the govern-
ment’s budget balance.

The kingdom’s Finance Ministry, which has
drawn down some of its financial assets and
closed its annual accounts early to handle a pro-
jected record deficit, later described S&P’s deci-
sion as reactionary.

“We are on the tail end of a huge infrastruc-
ture development programme in terms of air-
ports, roads, hospitals, highways, housing and so
forth and so there was a lot of spending,” said
Jubeir.

But he added that Saudi Arabia and its Gulf
neighbours had over the past 12 years of very
high oil prices accumulated large financial
reserves and that the kingdom’s debt to gross
domestic product ratio of 12 percent was lower

than any other G20 nation.
“We have no doubt that the growth rates in

our economy will continue and the financial
health of the kingdom will remain as strong as it
has been,” he said.

Meanwhile,  Saudi Arabia yesterday strongly
criticised Standard and Poor’s agency for down-
grading the kingdom’s credit rating over the oil
price slump, saying it was not backed by facts.

“The evaluation... came as a hasty reaction,
unjustified and not backed by reality,” the finance
ministry said in a statement cited by the SPA state
news agency. “The agency depended on tempo-
rary and unsustainable factors,” it said.

S&P late Friday lowered the long-term credit
rating for Saudi Arabia one  notch to A+ after its
deficit rose sharply because of low oil prices. The
ratings agency maintained its negative outlook
on the world’s top crude exporter, saying that the
decision reflected the challenges of reversing the
“marked deterioration” in the Saudi fiscal balance.

S&P said it could further lower the rating with-
in the next two years if Riyadh fails to achieve a
“sizable and sustained reduction in the general
government deficit”.

The finance ministry cast doubt on the deci-
sion, saying S&P lowered the country’s ratings
twice within one year from AA- with a positive

outlook to A+ with a negative outlook because of
the oil price fall.

It also said the decision did not take into
account the sound fiscal position of Saudi Arabia,
which is backed by assets of more than 100 per-
cent of gross domestic product besides large for-
eign currency reserves.

Saudi Arabia recorded a $17 billion budget
deficit last year for the first time since 2009. It is
expected to post a deficit of around $130 billion
this year, according to the International Monetary
Fund.

S&P said that Saudi Arabia, a key member of
OPEC, had seen its deficit climb to 16 percent of
GDP in 2015 compared with 1.5 percent in 2014
because of the plunge in the price of oil, Riyadh’s
main source of revenue.

It said the government could cut back on key
investments and cut subsidies on power, water
and fuel to strengthen government finances in
the coming years. But it also referred to political
risk, saying that “intrafamily issues around succes-
sion could make the kingdom’s policy decisions
more challenging and difficult to predict”.

In February S&P had put the Gulf state on nega-
tive outlook, warning about its dependence on oil.
The price of a barrel of oil has tumbled from $90 to
less than $50 since June last year.  —Agencies

SURFSIDE: In this Thursday, Jan. 8, 2015, file photo, a “sale pending” sits
atop a realty sign outside a home for sale in Surfside, Fla. The National
Association of Realtors releases its September 2015 report on pending
home sales. —AP
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