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Greek Tax Reforms Kick-Start Economic Resurgence
By: Emerging Markets Debt | June 21, 2023

London - The Greek government is poised to build on the country's remarkable turnaround story if the governing New Democracy party can
clinch re-election at the polls on June 25. Since coming to power in 2019, Mitsotakis' pro-business government has worked to restore
confidence and reignite growth. The centerpiece of his reform program, an ambitious package of tax cuts, appears to be making a
meaningful impact.

June 21 — "Tax Freedom Day"

According to the Greek think tank, The Center for Liberal Studies — Markos Dragoumis (KEFiM), "Tax Freedom Day" falls on June 21 this
year, a 14-day improvement from 2022 and the earliest date in the calendar since 2011.  Tax Freedom Day is calculated as the date when
taxpayers would have paid all their tax obligations, were they to prioritize paying into government coffers before meeting their own needs.

The tax burden remains relatively high compared to the likes of the U.S., where Tax Freedom Day landed on April 18 this year, but Greece's
improvement is undeniably meaningful. The tax relief increases the amount that households and businesses will earn for themselves,
boosting individual payer's disposable incomes and companies' free cash flows for consumption spending and investment.

The reform drive is paying off for the Greek economy. Although the country was hit hard by the pandemic, GDP growth has outperformed
expectations during the recovery from COVID-19. The country is implementing reforms as part of the EU Recovery Plan, and significant
investments are being made by both public and private sectors into the green economy and digitalization.

The sovereign is benefiting too. S&P changed the outlook on Greek government debt to positive from stable in early May. There are
expectations that the country could soon regain its investment grade rating after previously being downgraded.

June 25 — Parliamentary elections

In the most recent general election on May 25, the New Democracy Party increased its share of seats, but failed to win an outright majority.
Accordingly, the country will hold snap elections on June 25, with prospects for Mitsotakis to secure a second term and to strengthen his
mandate.

We believe a Mitsotakis-led government would continue to advance a market-oriented policy agenda, improving the efficiency of government
and further lowering the tax burden. In such a scenario, we would expect Greece to continue outperforming over the medium term on the
back of positive reform momentum. Even in the unlikely event that Mitsotakis fails to win a majority at the coming election, the next Greek
government will likely remain committed to reform under the EU recovery program.

Bottom line: Today, Greece stands out as an emerging markets success story thanks to pro-business reforms that have fostered a better
investment climate to kick-start growth. The lighter tax burden has been a key part of the country's turnaround story. As emerging markets
investors, we seek to identify countries, like Greece, where reform and sound macroeconomic management can lead to structural change
and positive investment outcomes for our clients.

 The Center for Liberal Studies — Markos Dragoumis (KEFiM). As of June 21, 2023.

Risk Considerations: The value of investments may increase or decrease in response to economic and financial events (whether real or
perceived) in the U.S. and global markets. Investments in foreign instruments or currencies can involve greater risk and volatility than U.S.
investments because of adverse market, economic, political, regulatory, geopolitical, currency exchange rates or other conditions. In
emerging or frontier countries, these risks may be more significant. Investments in debt instruments may be affected by changes in the
creditworthiness of the issuer and are subject to the risk of non-payment of principal and interest. The value of income securities also may
decline because of real or perceived concerns about the issuer's ability to make principal and interest payments. Exposure to derivatives
involves risks different from, or possibly greater than, the risks associated with investing directly in securities and other investments. As
interest rates rise, the value of certain income investments is likely to decline. Credit ratings measure the quality of a bond based on the
issuer's creditworthiness, with ratings ranging from AAA, being the highest, to D, being the lowest based on S&P's measures. Ratings of
BBB- or higher by Standard and Poor's or Fitch (Baa3 or higher by Moody's) are considered to be investment grade quality. Credit ratings
are based largely on the rating agency's analysis at the time of rating. The rating assigned to any particular security is not necessarily a
reflection of the issuer's current financial condition and does not necessarily reflect its assessment of the volatility of a security's market
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value or of the liquidity of an investment in the security. If securities are rated differently by the rating agencies, the lower rating is applied.
Holdings designated as "Not Rated" are not rated by the national rating agencies stated above.
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"Greece stands out as an emerging markets success story thanks to pro-business reforms that have fostered a better
investment climate to kick-start growth."

 


