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ABSTRACT

Τhe recentcrisiswhichacceleratedafter thecollapseofLehmanBrothers in2008 revealed that
relationshipsbetweentherealeconomyandthefinancialsectoraredecisiveforthestabilityofthe
worldeconomy,eveninincasesofwelloperatingbankingsystemsoperatingincompetitiveeconomies.
Inthepresentarticle,theauthorsfocusonGreece,theweakestmemberoftheEurozone,butwitha
financialsystemwhichseemedtooperateonasoundbasis,avoidinginitiallytheeffectsoftheUS
financialcrisis.ThegoalofthisarticleistoexaminetheperformanceoftheGreekbankingsector
forthecriticaldecadebeforeandafterthecrisis,assessingthefinancialpositionofthefoursystemic
Greekbanksfortheperiod2006-2016.Forthispurpose,twoalternativemethods,CAMELSand
Z-scores,areapplied,comparingtheresultsobtainedfromthetwomethodologies.Asexpected,the
resultsofbothmethodologiesshowthatthefailureriskduringthecrisisperiod2011-2016forthe
foursystemicbankswassignificantlyhighercomparedtothepre-crisisperiod2006-2010.
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1. INTRodUCTIoN ANd LITERATURE REVIEw

Theeconomiesofseveralcountries,evenintheeuroarea,weredeterioratedaftertheUSAcrisisin
2008asindices,debt-to-GDPanddeficit-to-GDP,worsendramatically.In2009,thenewlyelected
socialistgovernmentinGreecepublicizedthatthedeficit-to-GDPratioofthecountrywasover16%
insteadofthe4%whichwasofficiallyreportedbytheconservativeadministration.Theneedfora
bailoutwasinevitableandtheso-calledTroika(ECB,ECandtheIMF)cametofill-inthefunding
needsofthecountryasthemarketsdidnottrusttheGreeksecuritiestoinvest.Inreturn,Greecehad
tofollowtheimplementedausterityprogramssetbytheTroika.However,thesovereigncrisesturned
intoabankingacrisisastherewasamassivewithdrawalofdepositsandanoutstandingincrease
ofNon-PerformingLoans.AlthoughGreeceisonlyasmallmemberstatewithintheeuroarea,the
adoptionoftheEurocurrencyimpliescertainobligationsforallmemberstates.Nevertheless,several
recentstudiesshowthattheimpactofbadnewsaboutGreecehaseffectinalleuroareaeconomies.
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Polyzos,AbdulrahmanandChristopoulos(2018)examineaseriesofbankingcrisesintheUSA
andEurope.Totestthedeterminantfactorsforbankviabilitytheyemployanagent-basedmodelin
distressedperiods.Theirinvestigationcoversbothmanagementandfinancialfactorswhichaffect
institutions’capabilitytooverpassdifficultperiods.Thefindingsoftheirpredictingriskmodelare
inlinewithpreviousstudies.MagnisandIatridis(2017)usebanksfromtheUSA,UK,Germanyand
Francetoinvestigatemanipulationissuesinbanksbasedontwodimensions,theearningsandcapital
management.Theyfindthatauditorreputationrestrictsthemotivationforearningsmanipulationwhile
theyalsoprovethatbanksinthepost–BasleIIperiodlimitearningsandcapitaladequacymanagement.
Ladas,A.,NegkakisandSamara(2017)useasampleofbanksfromtheEurozonecountriestoexamine
therelationshipbetweencapitalstructure,stockcrash-riskanddeferredtaxation.Todosotheyapply
stockcrashriskmeasuresandtheyfindthattherecordingofdeferredtaxcomponentscanleadto
capitalstructureandtofuturestockcrashrisk.Theyalsoshowthatbankswithhighdeferredtax
assetshavelowerfuturestockcrashriskinthecaseofcrisis-affectedcountries,implyingthatdeferred
taxcanreflectbetterfuturestockcrash.Finally,banksdomiciledincrisis-affectedcountrieswith
capital-structureproblemsandhighdeferredtaxassetshavemorepossibilitiesoffuturecrashrisk.

Hamdaoui (2016)appliesanuncertaintymultinomial logitmodelbasedonBayesianModel
Averagingtoexamineearlywarningsystemsthatcanpreventbankingcrises.Theaimofthiswork
istointroducesomenewvariablesthatcanestimatetheexposureofadomesticbankingsectorto
theinternationalmarkets.Themodelexamines49countries,bothdevelopinganddevelopedandthe
predictionworkssuccessfullyformostofthecases.AndrieșandUrsu(2016)useafrontiertechnique
tofindthedifferencesintheimpactoftheglobalfinancialcrisison783EUbanksfortheperiod
2004–2010.Theydistinctionbetweenlargeandsmallbanksandtheyshowthatcrisishasasignificant
impactonthecostandprofitofEUbanksandmainlythoseoftheeurozone.DaRochaandSolomou
(2015)exercise the impactofsystemicbankingcrisesonGDPfor24countriesoveraperiodof
eightyears.Accordingtotheirfindings,thenegativeeffectsofsystemicbankingcrisesonGDPand
industrialproductionlastovertheentireperiodaffectingnegativelymacroeconomicvariables.Last
butnotleast,theyfindthatbankingcrisesaffectmacroeconomiesinasimilarwayeitherduringthe
inter-warperiodorthepost-warperiod.Caballero(2015)examineswhetherthelevelofadefacto
bankingintegrationincreasesthefrequencyofsystemicbankingcrisesinacountry.Thefinancial
integrationisbasedontheparticipationofbanksininter-banksyndicatedloansglobally.Themodel
appliesacross-sectionanalysisfortheperiod1980–2007andfindsthatfinancialintegrationofthe
averagebankisasignificantdeterminantofbankingcrises.Chiaramonte,CrociandPoli(2015)use
asampleofEuropeanbanksovertheperiod2001–2011toinvestigatetheaccuracyoftheZ-score,
for bank soundness. They apply a comparative analysis between the Z-score and the CAMELS
methodologiesbasedonaprobitandalog–logmodels,andtheyfindthattheZ-scoreidentifieddistress
forthewholeperiodduringthecrisis2008–2011,atleastasgoodastheCAMELSmethodology,
butwiththeneedoflessdata.Therefore,theZ-scoreprovestobemoreeffectiveforcommercial
banks.MobarekandKalonov(2014) investigate theperformanceof Islamicversusconventional
banksduringtherecentcrisisbasedontwofrontierefficiencyapproachesinbanking.Theyalsouse
Z-scoretoexaminethesoundnessscoreofbanksbasedontherelationshipbetweenefficiencyand
financialstability.ByapplyingDEAtheyfindthatconventionalbanksaremoreefficientthanIslamic
bankswhileZ-scoreshowsthatIslamicbanksfinanciallyweremorestablethanconventionalbanks
althoughtheylostthisadvantageaftercrisis.

Reverchuk,LobozynskaandMegits(2013)useclusteranalysistodeterminetheefficiencyof
bankingsystemsincrisisperiods.Toapplyaspecializedtooltoregulatethestabilityofthebanking
systemtheyidentifytherelationshipbetweendifferentderivatives.Theyalsoassesstheeffectiveness
ofnationalbankingsystemscomparedwithothercountriesfortheperiod2004-2009.Minkandde
Haan(2013)findthatnewsaboutaGreekbailoutareinterpretedpositivelybythemarketsleading
toabnormalreturnsforinvestorswhoreceivebailoutnewsasasignalbytheTroikathatwillhelp.
Dimelis,GiotopoulosandLouri (2013) investigatehowbankcreditaffected thegrowthoffirms
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