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ABSTRACT

ThispaperaimsatinvestigatingthefactorsthataffectedtheprofitabilityofGreeksystemicbanks
during the period 2009-2019. The authors initially review the findings of relevant international
literature.Then,detailsofthemethodologyfollowedareprovidedandthevariablesthatconstitute
themodelareexplained.Basedonthose,theyinvestigateeconometricallythefactorsthatinfluenced
banks’returnonassets.TheeconometricanalysisestablishesthattheabilityofGreeksystemicbanks
togenerateprofitsthroughtheuseoftheirassets,duringtheperiod2009-2019,wasshapedunder
theinfluenceofthedebtcrisis,whichturnedintoafinancialcrisis,aswellasspecificfinancialand
macroeconomicfactors.
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INTRoDUCTIoN

The2009-2019decadehasfeaturedprominentchangesintheeconomiclandscapeofGreece.Among
others,thebankingsectorhasundergonestructuraltransformationboththroughthechannelofEU-
wideregulatorychanges,aswellasGreece-specificfactors.Weprimarilycateraboutthelattersetof
factorsinthispaper,thosepertainingtoGreece.TheperformanceofGreekbankscouldhavenotbeen
leftunaffectedbyaseriesofdrasticdevelopmentsinaneconomywhichaimedtosimultaneouslytackle
fiscalandstructuralproblems,atatimewhenfinancingwasscarceandthebusinessenvironmentfragile.

Inparallelwith thecrisisunfolding inGreece, systemicbankswereasked tocontinue their
operationinanevenmorecompetitiveEUbankingmarket.Technologicaladvances,newformsof
finance,deregulationandincreasedinterlinksshapedthemorphologyoftheGreekbankingsector,
requiringbankstobeopentonewopportunities,butalsoreadytotackleanyarisingchallengesthat
camealong.Atthesametime,theyhadtosupporttheresurgenceoftheGreekeconomy,distinguish
profitableopportunitiesinamacroeconomicsituationwithasymmetricinformationandmoralhazard,
andcontinuecreditprovisiontotheirclients.Besides,theissueofhighnon-performingloansfeatured
prominentlybothintheacademicandthepolicydebate.
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Asthebackboneconnectingandfuelingeconomicactivityacrossvarioussectorsoftheeconomy,
banksoughttobeawareoftheirdependencies,aswellastheirlinkstoothereconomicsectors.Asthe
sametime,asfirmsthatnotonlymaximisetheirownprofits,butalsoconstitutetheinputforother
sectorstocarryoutinvestment,itisequallyimportantthatbankshaveaclearunderstandingofthe
drivingfactorsoftheirfinancialperformance.

Internationalliteraturehasexploredthedrivingfactorsofbankprofitabilityduringthegreat
recession.InGreece,similarstudiesarecarriedouteitherforprevioustimeperiodsorinabroader
frame,comprisingvariousaspectsofbankbalancesheets.Yet,thestudyofGreekbankprofitability
duringthe2009-2019periodremainsrelativelylessstudiesfromaneconomicperspective.Thisis
thegapthatthepresentpaperendeavourstofillthroughaneconometricanalysisofkeyfactorsoften
citedinthetheoreticalandinternationalrelevantliterature.

Therestof thepaper isstructuredasfollows.Wefirstprovidea literaturereview.Then,we
presentthemethodologicalframework,whichisfollowedbyananalysisoftheresearchresults.The
lasttwosectionsdiscussthepolicyimplicationsoffindingsandconclude.

LITERATURE REVIEw

AccordingtoKatsimiandMoutos(2010),thesituationthatledtotheGreekcrisismainlyfeatured
bureaucracy,vested interestsandrelationsbetweenprivate interestsand thepublicsector,which
contributed to the mismanagement of public resources, tax evasion and the deterioration of the
qualityofpublicservices.Atthemacroeconomiclevel,governmentsprovedtohavebeenunable
toreducethefiscaldeficit.OnthesideoftheGreekstatisticalauthorities,theremayhavebeennot
onlymisrepresentationofdata,butalsosignificanterrorsonthesideofEuropeanpartners.Thelatter
revealedtheweaknessorreluctanceintheirreactionstothevisiblesignsofGreekfailure,suchas
thechronicallylargecurrentaccountdeficits.Inthisregard,KotiosandRoukanas(2013)analysed
theGreekfinancialcrisis inlightof thefunctionalresponsibilitiesandinadequaciesofeurozone
governance.SomeofthedimensionsofthemanagementoftheGreekcrisisaretheweaknessesofthe
Europeandecision-makingmechanismandEuropeanleadership,theeconomicnationalismdisplayed
bysomememberstates,therisksofcontagionofthecrisistotheEurozoneandtheoverreactionsof
marketsandcreditratingagencies.

Causes of the Greek Fiscal Crisis
Kutter(2014)pointsoutthatthehighlevelofpublicdebtinGreecerenderedtheimplementation
of austerity measures necessary, while the contagion dynamics of the Greek crisis justify the
implementationof similarmeasures inotherEuropeancountries.However, theGreek crisis has
revealed the systemic flaws of EMU, highlighting the need for deeper economic integration.
Provopoulos(2014),claimsthat thecausesof theGreekcrisiswerethelargeexternalandfiscal
imbalances.Thegrowingdeficitwastheresultofreducedcompetitivenessandtheexpansionofthe
publicsector.Unlikewhathappenedinothercountries,theinitialcrisisinGreeceledtoabanking
crisis.ThecountrymadesignificantprogressinaddressingtheimbalancesandtheBankofGreece
managedtorestructurethebankingsystem.Theresultingconditionshaveimprovedtheoutlookfor
theGreekeconomy,asassessedbyfinancialmarkets.Finally,Gourinchas,PhilipponandVayanos
(2017)concludedthatthedepthofthecrisisrelatedtothesizeofthemacroeconomicimbalances,
whilethesuddeninterruptionofcapitalflowsintheeconomyalsoplayedanimportantrole.

TheGreekcrisishighlighted thefailureof theasymmetric institutional frameworkofEMU,
whichwasduetoitsexclusiverelianceoninternaldevaluation,economicfragmentationandlackof
counter-cyclicalpolicies,andwhichledtoexternalimbalances.TheGreekproblemhaspushedthe
Eurozoneinthedirectionofdevelopingstrongpoliciesandinstitutionsandavoidinganexistential
challenge.Yet,itisarguedthattheEMUisstrongertoday,butnotnecessarilyadequatelyequipped
todealwiththenextmajorcrisis(Pagoulatos,2020).



 

 

20 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the publisher's webpage: www.igi-

global.com/article/financial-and-macroeconomic-drivers-of-

bank-profitability/312568

Related Content

The Degree of Home Bias in the Holding of Share Portfolio: Case of

American Investors
Mounira Chniguir, Asma Sghaier, Mohamed Soufeljiland Zouhayer Mighri (2020).

Foreign Direct Investments: Concepts, Methodologies, Tools, and Applications  (pp.

1278-1294).

www.irma-international.org/chapter/the-degree-of-home-bias-in-the-holding-of-share-

portfolio/248823

Tax Avoidance and Transfer Pricing: Evidence From Greece – Transfer Price

Manipulation and Earnings Management
Nikolaos Eriotis, Spyros Missiakoulis, Ioannis Dokas, Marios Tzavarasand Dimitrios

Vasiliou (2021). International Journal of Corporate Finance and Accounting (pp. 28-

39).

www.irma-international.org/article/tax-avoidance-and-transfer-pricing/285970

Are Vietnamese Accounting Academics and Practitioners Ready for

International Financial Reporting Standards (IFRS)?
Duc Hong Thi Phan, Mahesh Joshiand Bruno Mascitelli (2016). Economics and

Political Implications of International Financial Reporting Standards (pp. 27-46).

www.irma-international.org/chapter/are-vietnamese-accounting-academics-and-practitioners-

ready-for-international-financial-reporting-standards-ifrs/147316

Internet Banking Usage Level of Bankers: A Research on Sampling of

Turkey
Ahu Cokun Özerand Hayrünisa Gürel (2017). Online Banking Security Measures and

Data Protection (pp. 27-39).

www.irma-international.org/chapter/internet-banking-usage-level-of-bankers/166862

http://www.igi-global.com/article/financial-and-macroeconomic-drivers-of-bank-profitability/312568
http://www.igi-global.com/article/financial-and-macroeconomic-drivers-of-bank-profitability/312568
http://www.igi-global.com/article/financial-and-macroeconomic-drivers-of-bank-profitability/312568
http://www.irma-international.org/chapter/the-degree-of-home-bias-in-the-holding-of-share-portfolio/248823
http://www.irma-international.org/chapter/the-degree-of-home-bias-in-the-holding-of-share-portfolio/248823
http://www.irma-international.org/article/tax-avoidance-and-transfer-pricing/285970
http://www.irma-international.org/chapter/are-vietnamese-accounting-academics-and-practitioners-ready-for-international-financial-reporting-standards-ifrs/147316
http://www.irma-international.org/chapter/are-vietnamese-accounting-academics-and-practitioners-ready-for-international-financial-reporting-standards-ifrs/147316
http://www.irma-international.org/chapter/internet-banking-usage-level-of-bankers/166862


The Relationship Between Institutional Investment and Earnings

Management: Empirical Evidence from Turkey
Asl Aybars (2014). International Journal of Corporate Finance and Accounting (pp. 1-

21).

www.irma-international.org/article/the-relationship-between-institutional-investment-and-

earnings-management/107002

http://www.irma-international.org/article/the-relationship-between-institutional-investment-and-earnings-management/107002
http://www.irma-international.org/article/the-relationship-between-institutional-investment-and-earnings-management/107002

