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SUPUAaRY

i. The National Investment Bank for Industrial Development S.A.
(NIBID) was established in 1963 by the National Bank of Greece (NBG) and
ten foreign banks, and started operations in 1964. It was established to
undertake the full range of services carried out by development finance
companies.

ii. During the first half of 1966, NIBID's paid-in share capital was
increased from Dr. 180 million to Dr. 300 million and IFC became a share-
holder. In addition to its share capital NIBID has obtained two local
currency loans of Dr. 300 million each, one from the National Bank of Greece
and one from the Bank of Greece (Greece's central bank). These loans are
for 10 and 7 years and bear interest at 5% and 4-1/2% respectively. NIBID
operates without the advantage of low-cost, long-term subordinated loans.

iii. NIBID has made progress in establishing a sound organization and
is rapidly building up a portfolio. It enjoys a Board and Executive Com-
mittee composed of prominent Greek and foreign businessmun (primarily
bankers) who take an active interest in NIBID's affairs. NIBID's management
is hard-working and sophisticated. It operates with a sma'll but competent
staff, manyr of whom have been drawn from its principal founder-shareholder,
the NBG. I'ts appraisal procedures are reasonably thorough. One aspect of
its appraisal work that requires strengthening is technical evaluation,
particularly of the more complicated projects. NIBID's management is under-
taking measures to correct this weakness.

iv. Manufacturing output in Greece represents about 16% of GDP and has
been increasing at slightly more than 7% per annum durin- the sixtiesc In
1966 the increase was about 14%. In 1964 to 1966 gross private manufacturing
investment has been running at about $170 million equivalent annually and
this is expected to increase in tthe 1968-1970 period although the rate of
increase will not be as high as during 1960-1965 when it averaged 25% per
annum. In some respects 1967 has been a difficult year as a result of the
political umcertainty and the change in government; investment and output
have suffered. HowTever, given stability the outlook for private investment,
both foreign and local, is favorable and the tempo of activity in the private
sector is picking up. Manufacturing in Greece has traditionally consisted
of family-owned, heavily indebted concerns and has been highly protected
from foreign competition. Greece's decision to become an Associate of the
European Economic Community will ,provide some motivation for Greek companies
to moderni2,e and obtain foreign know-how in order to face the challenge of
competing with European industries.

v. Greek industry has traditionally been financed by two large commer-
cial banks and to a lesser extent by Goverrment financing institutions.
NIBID, by virtue of its close relationship with the NBG and its being a fairLy
well established organization in its ovm right, is assured an important role
in providing long-term finance to Greek industry. As of June 30, 1967 it had
approved assistance of Dr. 572 mi-Llion to 42 companies for 43 projects. Prioar
to the unsettled situation in 1967 NIBID had reached an approval rate of
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about $10 million per annum. This rate declined somewhat in 1967 (estimated
approvals of $S million in 1967) but is beginning to pick up again. NIBiD
is also beginning to have a role in the promotion of joint operations between
Greek and foreign firms and in the creation of industrial securities which
may, at a later stage, be suitable for selling to the public, thereby widening
the capital market.

vi. NIBID's management is cost-conscious and although NIBTO's capital
structure does not yet have much leverage, NIBID earned 4.5% on its average
net worth in 1966 before provisions for possible losses. Prospects for
increasing profitability are moderately favorable as leverage is built.

vii. tNIBID requires additional resources to finance its business in
1968 and 15969. Its uncommitted drachma resources at the beginning of 1968
will be about Dr. 200 million whereas during 1968 and 1969 NIBID should
commit abouit Dr. 660 million ($22 million equivalent). It is estimated
that up to $15 million of its commitments in 1968 and 1969 miight be utilized
to finance imports. In addition, about $3 million of its undisbursed 1967
commitments could utilize foreign exchange and thus NIBID could probably
commit on the order of $20 million for foreign exchange expenditures in the
next two to three years. NIBID hopes to cover part of its requirements with
a $7.5 milLion loan from the European Investment Bank. A decision on this
is awaited. NIBID has sufficient local currency resources to cover the
balance of its requirements during this period, if new loans are obtained
to cover foreign exchange expenditures.

viii. NIBID is a suitable institution to receive a Bank loan. The
proposed loan should carry the usual features of recent Bank loans to develop-
ment finance companies, including the standard commitment fee. It is also
proposed that NIBID's initial free limit on projects where Bank funds are
involved be $200,000 equivalent, regardless of what part of this total con-
sists of Bank funds. NIBID's Policy Statement limits its debt to four times
net worth. This limit is still considered appropriate.



I. INDUSTRY IN GREECE

Growth and Composition of Industry

1. Greece has enjoyed a period of increasing economic activity over
the past 10 years as real gross domestic product (GDP) has been increasing
at an average rate of 6% per annum. Pressures on prices and the balance
of payments which began to be felt in 1965 have since been reduced. It
is expected that the increase in real GNP in 1967 will be 5-6%, and the
outlook for continued growth is favorable.

2. The manufacturing sector in Greece is of a significant size
and has experienced a healthy rate of growth in recent years. At present
it accounts for about 16% of GDP. In 1964 and 1965 manufacturing output
increased about 10% per annum and in 1966 the rate of increase was about
14%. The major components of manufacturing output are textiles arLd
clothing (about 20%), food products (about 21%), chemicals and metal
manufactures (about 15% each).

Characteristics of Greek Industry

3. (Compared with its Western European neighbors, Greece lacks an
entrepreneurial base that is alive to modern technology, and modern finan-
cial organizational and managerial practices. However, considerable
industrial development has taken place in Greece and the existing industrial
base has to a large extent been established by Greek entrepreneurs.

4. rThere are several basic structural problems hindering the develop-
ment and modernization of the Greek manufacturing sector. It is still
primarily characterized by small unincorporated firms, and even the larger
firms tend to be family-owned and managed. The structure of ownership
has, in many cases, insulated finns from outside ideas which might have led
them to more rapid modernization and growth. Another problem is that the
Greek firms are often over-burdened with debt. Given the family structure
of business ownership and management, thiere is a reluctance, even on the
part of large firms, to widen ownership to those outside the family and thus
enlargement of the equity base has been difficult. Also, primary producers
have traditionally financed sales, and credit terms to retailers are generous;
consequently working capital requirements are high. (The ratio of fixed
assets to current assets for most Greek manufacturing firms is about 1:1.5.
Indeed, it has not been necessary to enlarge equity bases as the commercial
banks have been willing to lend on the basis of very high debt/equity ratios.
A survey by the Greek Federation of Industry indicates that a ratio of equity
funds to outside funds of 1:3 is not unusual for Greek firms.

5. C'TGreek industry is primarily based on production for local markets.
In 1966 it was estimated that about 4h, of the gross value of industrial
production was exported. The present tariff and indirect tax structure
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still offers a considerable degree of protection to local manufacturers.
Nevertheless, local manufacturing output has not kept pace with consumption
of manufactured items: in 1954 Greek production covered 76% of this market,
but only 63/O% in 1966. A related factor is that some industries are monopo-
listic or oligopolistic and on occasion industrialists have been able to
prevent entry of new firms, both Greek and foreign, which might have resulted
in a more competitive situation.

Treaty of Athens

6. In November 1962 Greece became the first Associate IIember of the
European Common I4arket. Briefly this means that within a 22-year period
Greece will be integrated with the EEC Customs Community. EEC duties on
Greek manufactures will be gradually eliminated in 10 years while Greek
duties on EEC manufactures will be gradually eliminated over a 22-year
period. This will result in more pressure on Greek industry to become
competitive. The modernization and strengthening of Greek industr- are
important tasks facing the country, although by indirect taxes and provi-
sions for exceptions, there may be ways by which Greek industry can main-
tain some clegree of protection. Success in upgrading Greek industry will
depend heavily on the rate at which foreign capital and know-how come, or
are induced into coming, into Greece.

Recent Investment Levels and Prospects

7. Hlistoric data on gross private manufacturing investment in Greece
are not precise but recent estimates by the Greek Government indicate the
following pattern in the 1960-66 period:

Gross Private IHianufacturing Investment 1/

1960 1961 1962 1963 1964 i 1966

$ m:Llion equivalent 69 87 111 111 1h2 186 193

This growth coincided with a rapid growth in foreign manufacturing investment.
wihich increased from an estimated $5 million in 1960 to $60 million in 1965
and 1966. Two large projects have accounted for the major part of the
increase in investment levels in the 1963-66 period: the Esso-Pappas oil-
petrochemical-steel complex which, when completed, will represent a total
investment of about $190 million, and the Pechiney aluminum project costing
$135 million. As the above data indicate, the increase in investm,ent in
1966 was slight due to a tailing off of these large projects and some hesi-
tancy on the part of investors reflecting the uncertain political situation.
at that time.

1/ Source: National Accounts of Greece, Ministry of Coordination.
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8. Investment data for 1967are not available but there is little
doubt that there was a significant pause in investment planning and
implementation prior to and immediately following the establishment of
the present Government; the economy was experiencing a slight
recession and investors were adopting a wait-and-see attitude. However, by
the end of the summer, the private sector was regainin~g its confidence
and investment plans were being followed through. The new Government has
voiced its support of the private sector and is actively considering means
of encouraging investment. Historically the attitudes of previous govern-
ments toward the private industrial sector werebasically positive and there
has been legislation aimed at encouraging foreign as well as domestic
investment (see Annex 1). In practice, howrever, the potential impact of
this incentive legislation had been somewhat diluted by a substantial
chain of controls and licensing procedures inefficiently administered that
often made investment, particularly foreign investment, an arduous exercise.
The current view in Greece is that the present Government will expedite pre-
investment formalities and the administration of investment incentive laws.
Provided there is stability, the :investment outlook in Greece is not unfavor-
able.

II. FINANCIAL ENVIRONDENT

General Setting

9. The main financial institutions in Greece are the Bank of C-reece,
which is Greece's Central Bank, a dozen commercial banks including branches
of twgo foreign banks, a government-owned development bank and two private
industrial investment banks established by the two major commercial banks.
There are also two mortgage banks and several insurance companies. Monetary
policy and control is exercised by the Currency Committee, which has far-
reaching monetary powers. The membership of this Committee is drawn mainly
from the Ministries of Coordination and Finance and the Bank of Greece.
Since 1956 deposits increased more than ten-fold. At the end of 1966 only
13% of total deposits were sight deposits. At the end of the summer (1967)
the commercial banks enjoyed a highly liquid position as deposits held
firm (and even increased) while new lending slacked off prior to and imme-
diately following the change in government.

Interest Rates

10. Details of the interest rate structure in Greece are given in
Annex 2. The current rediscount rate of the Bank of Greece is 4.5%, savings
deposits earn about 51 tax-free, working capital loans to industry cost 100,
and loans *to finance fixed assets cost 8.5%. In the case of bank loans there
are some additional charges. The ceilings for all rates are established by
the Currency Committee. The investment banks may charge 8.5% for their long-
term loans and are also allowed to charge a profit-tied interest increment
bringing up their total yield to a maximum of 10%.



Financing of Industry

11. Data on the sources of finance for Greek industry are not accurate,
but estimates made by the Bank of Greece indicate the orders of magnitude.
Out of total gross private manufacturing investment amounting to about
Dr. 27 billion in 1960-66, about one-tlhird was financed by long-term loans
of domestic origin; one-third by irnported capital, which includes some loan
funds as well as equity; and one-third by other sources such as internal
financing, suppliers' credits and also short-term bank credit, which is often
rolled over and becomes long-term finance. If the recent large industrial
projects, which were financed almost entirely from abroad, are netted out of
these figures, it becomes apparent that the commercial banks have been the
major source of finance for Greek industry. Roughly one-fourth of the domestic
long-term credits to industry originated from government financing institutions
New public share or debenture issues have been a negligible source of funds
for financing private industry in Greece.

Commercial Banks

12. 1/ One bank, the National Bank of Greece (NBG), dominates the banking
scene-. With total assets armiounting to about $1 billion, it controls about
630 of the banking assets in Greece and has been and still is the primary
source of funds for financing manufacturing investment for the great majority
of Greek firms. The other principal bank is the Commercial Bank of Greece.
These banks have not restricted themselves to normal commercial barning opera-
tions, but rather have been active in providing long-term industrial finance
explicitly and implicitly (by ro'ling over short-term credits), and! have
provided equity funds for industry. In some cases they have actually taken
the lead in the formation, ownership and operation of industrial concerns.
(Betwieen 1954 and 1966, the aggregate value of corporate shares held by com-
mercial bancs increased from Dr. 227 million to Dr. 972 million.) The two
major banks are very close to the operations of their industrial clients
as a result of the long-standing dependence of these firms upon the banks
for long-term as well as short-term financing needs.

13. The role of the commercial banks in financing fixed assets is
recognized and, in fact, the GovermrDent encourages them in this type of
activity. The Currency Committee requires the commercial banks to invest
15,% of their non-government deposits in loans of three years or longer to
manufacturing, mining, handicraft and tourist enterprises. The penalty
for not reaching this level of investment is that any shortfall must be
placed on deposit with the Bank of Greece, where it earns only 2S.

1/ NBG shares are distributed approximately as follows: private organizations,
firms and individuals, 46i'; Greek state and its agencies, 8%; insurance
funds, 31%; and public organizations such as the Church, educational and
charitable institutions, 15'. (N3G's shares are actively traded in the
Athens Stock Exchange.) Although the Government's holdings are small,
it holds the largest single block oIf sharrs aud has the leading voice in
the selection of the Bank's Governor. Houever,the NBGhas alongand indepen-
dent history; its staff and day-to-day operations are free of ministerial
and civil service control and in most operations it acts as a private com-
mercial bank.



Hellenic Industrial Development Bank

1h. The principal government industrial lending organization is the
Hellenic Industrial Development Bank (HIDB), which was established in June
1964 in a merger of two existing government financial organizations - the
Industrial Development Corporation (IDC), specializing in equity operations,
and the Economic Development Financing Organization (EDFO) which undertook
straight lending operations. HIDB's charter gives it wide scope for financing
industry, shipping and tourism. Its equity funds are entirely governmental,
mostly originating from U.S. aid programs-but now completely under Greek
Government control. The share capital plus reserves of HIDB now amount to
$193 million. In addition, it has loan funds of about $30 million equivalent
primarily from the Bank of Greece. Its portfolio at the end of 1966 consisted
of $65 million in equity investments and $155 million in loans. Of the total
loan portfolio $80 million were loans to industry. Industrial loan approvals
totalled $11.5 million in 1966 and were $7 million in the first eight months
of 1967. Up to the recent change of government the performance of HIDB had
not been impressive. In theory, it should have been an attractive source of
finance for industry since its rates, at about 7%, were significantly lower
than those charged by the commercial banks or the investment banks. However,
the overriding sentiment of businessmen in Greece was that HIDB was difficult
to deal with.

15. At present the HIDB has resources available for commitment stemming
from a recent Dr. 480 million long-term loan from the Bank of Greece and
repayments of loans financed out of its own equity. Moreover, its Board and
top management have been changed and the new officials are considered compe-
tent by the business community and are well acquainted with Greek industry
through previous experience with IDC and EDFO. They are intent on improving
HIDB's operations and are convinced that HIDB should lend at low rates (now
7% with some exceptions made for even lower rates). Although HIDB may, under
its new management, become a more attractive source of funds for iLndustry,
its past history, its existing bureaucratic organization and uncertainty about
how its management and policies may change in the future will, to some extent,
be a brake on its role of financing private industry.

The Securities Market

16. Ebtails concerning the organization, operation and problems of the
Athens Stock Exchange are given in Annex 3. In summary, for a large number
of reasons, new public issues have been a negligible source of funds for
industry in Greece. However, the issues of public securities indicate that
savings can, be tapped by means of public issues. Government bond issues
and Public Power Corporation bond issues have raised an average $50 million
per annum over the last five years. However, the yield on government and
Power Corporation bonds is 7-8%, tax-free. Also, these are quite liquid
investments as the Bank of Greece is prepared to maintain the market. As a
result most security trading is in government or statutory corporation bonds,
although there are about 80 industrial and financial institution shares listed
on the Exchange. In 1966, for example, total trading on the Exchange amounted
to $25 million, but only 15% of this was in bank and insurance shares and
another 15,,, was in industrial shares. Dividend yields have been 4-55' on bank
shares and 4- 6 P on the industrial shares that are fairly actively traded.
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17. Vrarious ideas for improving the efficiency of the capital market
as a channel for savings to industry are under consideration. These ideas
include the stimulation of the sales of equities from the portfolios of
large finarncial institutions, mainly the banks, which have been accumulating
shares over the years; stimulating investor interest by allowing dividends,
up to a certain limit per shareholder, to be tax-free; and establishment of a
Capital Market Committee which it is hoped would have responsible membership
and which would be solely responsible for the control of the Stock Exchange.
The Goverryrent has in its hands a draft bill on these matters; its enact-
ment is anticipated shortly and a; a result the market has been quite active
since mid-spear.

Investment Banks

18. There are two private inlvestment banks in Greece: NIBID, estab-
lished by NBG, and the Investment Bank, established by the Commercial Bank
of Greece. Both started operations in 1964. The Investment Bank was tile
first to be established and the Commercial Bank holds 88% of its Dr. 150
million share capital while 12' is hleld by foreign banks. Its other main
source of funds is a Dr. 155 million deposit from the Commercial Eank of
Greece. Alt the end of 1966, it had a loan portfolio of Dr. 210 million
and five equity investments totalling Dr. 84 million. The resources of
the Investaent Bank have practically been exhausted, and there is some un-
certainty as to how additional funds will be secured. To date the Invest-
ment Bank hlas approved loans to about 85 projects, and it hias done loan
operations as small as Dr. 200,00D. Approvals in 1966 totalled about Dr. 15C)
million and will be about half this amount in 1967. Its charges are normally
at the maximum allowed by law, yieldling a maximum return of 10%. If
it solves its resource problems, it should continue at a level of opera-
tions close to that it achieved in 1966.

Other Institutions

19. Akbout 50o of the insurance business done in Greece is undertaken
by insurance companies controlled by the commercial banks. The bulk of
their funds is invested in private dwelling and commercial real estate loans
and these institutions are not yet an important source of funds for financing
industrial development, and will not be so until the supply, yield and
liquidity characteristics of private industrial paper improves. The resources
of pension and other trustee funds are largely invested in government securi--
ties and, to a lesser extent, in real estate.
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III. NIBID'S ORGANIZATION

Formation and Ownership

20. NIBID was incorporated in November 1963 and made its first invest-
ment in early 1964. Its initial share capital amounted to Dr. 180 million
of which 55¢ was held by the National Bank of Greece and the balance by ten
foreign banks. In the fall of 1965, the foreign shareholding was further
divided in order to bring in a Swiss and two Scandinavian banks. On June 30,
1965, the company increased its authorized capital to Dr. 300 million, in
September TFC's participation was requested and on October 26, i965, IFC's
Board approved its participation in NIBID. The increase in paid-in share
capital and IFC's participation were carried out in two stages, which were
completed in June 1966. IFC's participation in the company is equal to that
of the largest foreign slhareholder. Annex I shows the evolution oI' the
composition of NIBID's shareholders and the terms of IFC's subscription.

Governing Papers

21. NIBID is governed by its Articles of Association and by an Agree-
ment among its shareholders. The Articles authorize NIBID to engag,e in all
the activities normally engaged in by development finance companies. Within
the broad framework of the Articles, the Shareholders' Agreement amplifies
the provisions of thie Articles upon such matters as the acquisition and dis-
position of shares, the maximum holding by any foreign shareholder, the
appointment of directors, the voting requirements at general meetings of
shareholders and in the Board of Directors for certain important decisions.
The Agreement has a life of 8 yrears from NIBID's establishnent date and is
subject to renewal. Every new shareholder of NIBID is required to become a
party to the Agreement.

Board and E-xecutive Committee

22. The Governor of NBG has so far been Chairman of the Boarcd of NIBID.
In June 1966, Mr. George Mavros was replaced by Hr. John Paraskevopoulos in
both capacities. NIBID's Board of Directors at present consists of nine
representatives of NBG and nine of the foreign shareholders, all elected
for two-year terms (Annex 5). IFC is represented by Mr. Esgo Kuiper. The
full Board only meets once or twice a year. The Shareholders' Agreement
specifies that the agenda for each Board meeting is to be discussecd at a
consultative meeting, which representatives of all the shareholders may
attend, within five days before the Board meeting. Thus Board meetings are,
in effect, a formalization of what transpires at the consultative meetings.
With the exception of Hambros, none of the foreign shareholders has an office
in Greece, so their directors are non-resident members.

23. NIBID's Executive ConAittee performs the bulk of the work that
would usually be handled by the Board. This Committee consists of six mem-
bers, four representing forei-n shareholders and two representing N3G
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(Annex 5). The General Manager participates in the Executive Committee
without a vote and IFC's Director participates as a non-voting observer.
The Executive Committee has been meeting twice each year. It has authorized
the two NBG representatives on the Committee together with the General
Manager to approve investments up to Dr. 6 million ($200,000 equivalent).
Projects over this limit are submitted to the full Committee, by mail when
no meetings are scheduled. Approval of investments by mail has been some-
what cumbersome and does not have the advantage of allowing the members of
the Committee to interact with one another on common decisions, but; NIBID's
management feels that this procedure is working as well as could be expected.
Bi-monthly reports on NIBID's operations and financial condition are circu-
lated to all Directors. These reports contain a brief statement of invest-
ments approved by the Executive Committee during the period, projects under
consideration, new requests, and projects which, after study, have been
dropped.

24. NIBID's management has established a satisfactory working relation-
ship with its shareholders. The foreign members on the Executive (Committee
take a serious interest in the operations of NIBID and often raise questions
on specific projects. There is no doubt that this interest is an incentive
to NIBID's staff in their appraisal efforts. In a few cases, NIBII)'s
Executive Committee has been reluctant to approve projects and it has talcen
a second effort on the part of NIBID's management to make a case which con-
vinced the Committee. On occasion, NIBID's management has referrecd to the
Committee for advice on particular proposals. The foreign shareholders have
not been a significant source of business for NIBID nor has NIBID been an
important source of business for the foreign shareholders. NIBID has, however,
found it convenient to obtain information from time to time from its foreign
shareholders on specific matters and it does keep in quite close contact with
them.

Resources

25. At present, NIBID's basic resources consist of paid-in share capitaL
of Dr. 300 million, a Dr. 300 maillion loan from NBG and a Dr. 300 million loan
from the Bank of Greece. The terms of these loans are described in Annex 6.
The Bank of Greece loan is for a period of seven years from each disbursement;
the NBG loan for 10 years from each disbursement. By its Articles, the Bank
of Greece is required to take security and as NIBID draws down this loan, it
must assign security adequate to cover the draw-down. (The World Iank will
share equally in any security given to the Bank of Greece by NIBID.)

Policies

26. NIBID's policy statement is given in Annex 7. It contains most of
the principal elements normally covered in development finance company policy
statements. Aspects of it which are noteworthy are that NIBID will consider
the financing of shipping and tourism enterprises, as both of these activities
are important in Greece's development. NIBID's policy is not to take equity
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positions t'hat would lead to manager.al responsibilitiesi/ Its policies
limit equity assistance to a single enterprise to a madimum of 20% of
NIBIDts net worth and total financial assistance of all types to one firm
to 25% of NIBID's net worth or about $2.5 million equivalent at present.

Management and Staff

27. NIBID's top management and senior staff are capable and are res-
pected in Greece. The General I'anager, M4r. George Gondicas, spent l4 years
at the Bank and IFC before assuming his present duties. His Deputyr, 14r. E.N.
Christodoulou, came to NIBID from NiBG. NIBID's management is somewqhat unusua'L
in Greece because of its relative youth, and it has a reputation of bringing
energy and new ideas to industrial financing. NIBID's Legal Counsel acts in
the same capacity for the Industrial Credit Department of NBG, alt'hough the
bulk of his time is spent with NIBID.

23. NIBID's professional staff, including management, numbers 15.
About one-half of the staff has been drawn from NBG. Annex 8 shows the
present organizational structure. The Special Adviser, who deals primarily
with Board and shareholder relations, the Technical Adviser and another man
who works on completed projects that require special attention, are quite
senior. The project appraisal group presently consists of five younger men
and they are divided into two sections on an industry basis. Three of these
men were obtained from NBG where they had had experience in the Industrial
Credit Department.

Evaluation of Procedures

29. NIBID's project appraisals emphasize judgment on the competence of
the sponsors in planning their projects, particularly on the teclmical side.
Although NIBID's staff is competent in the area of financial analysis and can
evaluate estimates of local costsand some imported equipment costs and the
technical aspects of smaller, more routine types of projects, it is not able
to make a thorough technical appraisal of more complicated projects. This
represents the weakest link in NIB3ID's appraisal work. NIBID's manaEement
is aware of' this deficiency and is planning to deal with it by participating:Ln
a separate consulting company which would be responsible for doing more tho-
rough engineering studies than NIBID is able to undertake (see paragraph 46).
It will also be necessary to expand the project appraisal group to cope with
an increasing workload and NIBID"S management is now in process of looking
for additional staff.

1/ The largest block of shares he'ld by NIBID in a single enterprise is 39)
of the equity of Hellenic Syinthetic Fibres. Imperial Chemical Industries
holds 51% of the company's shares. NIBID's equity participation amounts
to Dr. 2.2 million, or about $'70,000 equivalent.
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30. Disbursement procedures are systematized and are satisfactory.
NIBID staff visits projects in the course of their construction and authorizes
disbursements on the basis of these inspections. Through this mechanism
NIBID keeps in quite close contact with its clients during the construction
phase of projects.

31. In the past year the number of completed projects has increased
substantially and NIBID's management is developing a follow-up system. A
man has been hired who spends his entire time checking on the more routine
aspects of NIBID's clients' performance with respect to the covenants in the
loan agreements, e.g. insurance coverage, debt limitations, repayments, obli-
gations under profit participation clauses, etc. In addition, projects are
reviewed by a staff committee every six months. The basis of these reviews are
reports prepared by the project appraisal group. This entire system is
still experimental and will be modified to suit management's requirements;
so far it appears to be working fairly well.

Audit

32. NIBID's accounts are audited annually by two separate audits. The
foreign shareholders requested that Russell and Company do an annual audit
of NIBID's accounts and they are also audited by two members of the Greek
Institute of Public Accountants, a semi-public organization. The 1964, 1965
and 1966 accounts wiere approved by the auditors without qualification.

General NBG-NIBID Relationship

33. Up to now, NIBID has relied heavily on NBG, both for staff and
business contacts. NBG has sent to NIBID those projects of a type and size
that NIBID could handle a-rd which needed finance for five years or longer.
This heavy reliance has been a necessity since the NBG has historically done 75
of the industrial financing by commercial banks in Greece. The relationship
between NIBID's and NBG's managements has been cooperative. Although the
connection is, and will continue to be, close, NIBID is beginning to establish
a name in its own right, and the prospects for the development of an autonomous
outlook and life appear to be promising. IFC's participation in NIBID has been
helpful in this respect and the relationship with the World Bank through
a loan would further enhance NIBID's standing and independence.

Other Relationships

34. As far as other external relations are concerned NIBID is making
progress in establishing a reputation as a sound financial institution,
although some borrowers consider NIBID's requirements excessive. It has
established close relationships with the Bank of Greece and is generally
highlyr thought of in government circles as well. NIBID is in a good position
to advise Government on matters affecting industrial investment and NIBID's
views appear to be respected.
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IV. OPERATIONS

Development cf Business

35. Until the recent slowdown, operations built up rapidly. Approvals
totalled Dr. 58 million in 1964, NIB3ID's first year, Dr. 123 million in
1965, Dr. 291 million in 1966, and Dr. 100 million in the first half of
1967. Annex 9 summarizes NIBID's operations during this period by type,
size, industry and location. NIBID has enjoyed fairly rapid commitment and
disbursement of approved loans.

Lending Operations

36. The bulk of NIBID's business has been lending. There is no fixed
minimum size of loan, but NIBID does not normally consider operations less
than Dr. 3 million ($100,000); the Policy Statement now limits NIBID's maximum
participatiorL in any one enterprise to about Dr. 75 million ($2.5 million). The
average size of the 43 operations approved up to June 30, 1967 was about Dr.lL
million ($470,000). However, 22 of the 43 were less than Dr. 6 million and the
average size is significantly affected by seven operations over Dr. 30
million. The sectoral dispersion of approved projects is shown in Annex 9.
The loans cover a wide range of manufacturing activities, with cement
accounting fcr the largest percentage (18%). In addition to industrial
ventures, NIBID has also lent for tourist projects and one shipping enter-
prise. NIBID has loaned funds for seven hotel projects (Dr. 38 million).
Also, a beach estate for tourists at Loutraki has been financed for Dr. 5.8
million. About one-half of NIBID's business has been in the Athens-Piraeus
area, where the large majority of Greek industry is to be found.

37. About 14 of the projects relate to entirely new firms or new
activities fcor existing firms and the rest are cases of expansion of existing
facilities. Of the 42 companies financed, 15 involve foreign participation
although, except for two, all are controlled by Greek capital. Seven addi-
tional firms have technical assistance agreements with foreign firms. NIBID
is begirning to play a useful role in linking foreign capital and know-how
to Greek firris. IFC and NIBID have joined in financing two firmis: T:itan Cement
Company and (General Cement Company.

Form and Terns

38. NIBID makes the following types of loans: (i) straight loans;
(ii) bonds with conversion features; (iii) "3746" bonds (see Annex 1). In
some cases a company has received funds from NIBID in more than one of these
forms. About 66% of NIBID's approvals are straight loans. These normally
carry a basic interest rate of between 8% and 8-1/2% plus a profit-tied
interest increment bringing the expected total yield to 10%. (This mechanism
was approved by the Currency Committee in mid-1965 for the investment banks.)
NIBID has made four convertible bond loans, totalling Dr. 26 million:
three into ordinary shares, and one into non-voting preference shares.
Finally, about one-fifth of NIBID's loan approvals consists of three large
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"3746" boncd operations amounting to Dr. 115 million. These yield 8% but
are tax-free and are tied to the dollar. NITBID's loans are all for periods
longer than five years and by Greek regulations may not exceed ten years;
loans for longer periods may be granted only after special permission of
the Currency Committee. The average maturity of NIBID's loan portfolio is
about 7.5 years.

39. Dollar-linked loans are allowed by the Currency Committee in two
cases: "371h6" bonds and loans made out of resources imported into Greece.
NIBID so far has no foreign loan resources, but against the foreign currency
derived from its share capital, loans linked to the dollar have been given.
At June 30, 1967 the dollar clauseB had been applied to Dr. 259 million of
loans (inc'Luding "37466" bonds).

40. Due to the 8% ceiling on interest rates existing before mid-1965
and the prohibition of commitment fees, NIBID in four cases charged fees of
one type or another which in effect increased the returns to 9-lOO. Such
charges require approval of the Currency Committee. The introduction of the
profit participation feature for loans has since made indirect methods of
improving yields less common.

41. A mortgage on land and fixed assets is NIBID's usual security,
although negative pledges are taken in some cases. If the security is
considered inadequate, a personal guarantee of the sponsors or a pledge
of other assets is obtained. NIBID also often obtains covenants on earnings
distributions, prepayments in the event of "excess" profits, approval of
new investments and follow-up rights. There is feeling on the part of some
of NIBID's clients, that NIBID pushes too hard at the point of neEotiating
security and other financial covenants. This is difficult to evaluate but
in any event NIBID negotiates its agreements very carefully.

Equity Operations

42. By its Articles, NIBID mray acquire equities of Societes
Anon-ymes, but NIBID has found this to be difficult and in fact holds equities
in only six firms tota'lling Dr. 37 million 17and one of the six (Titan
Cement) accounts for Dr. 29 million of the total. There are several reasons
for this low volume of equity operations. Family-controlled firms resist
new shareholders and press for preemptive rights if they do bring in
ot:er shareholders. Secondly, NIBID has been interested in establishing a
portfolio with a fairly e arly yield. Finally, NIBID feels that given
the foreseeable conditions of the capital market, fixed income securities
will be more marketable than equities. NIBID's management, however, does
attach importance to equity investments and intends to continue ecluity
operations to the extent that they are practical.

1/ Of this, Dr. 5 million has been acquired by conversion of a bond loan.
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Income, EDenses and ProfitabilitL

43. NIBID is in the early stages of building a portfolio, has had no
low-cost money and little leverage and thus profitability has necessarily
been low. Annex 10 summarizes the income statements through June 30, 1967.
In 1964 NIBID earned, before taxes and loss provisions, about 2/o on net worth
and this fell to about 1.5$ in 1965 as a result of increased staff' expenses
without any increa,se in income. However, in 1966 earnings before tax and
loss provisions l-were equivalent to about 4.5/0 on average net worth.
Considering NIBID's youth, the fact that it has no cheap loans, and its low
leverage to date, the earnings are not unfavorable although NIBID cannot yet
be considered a very profitable company. Administrative expenses are now
running at about Dr. 6.0 million per annum ($200,000 equivalent) or in 1966
about 1.7% of average total assets. Annex 11 explains the tax position of
NIBID; up to the present most of NIBID's income has been from tax-free
short-term investments and thus NIBID has not -yet paid any corporate tax.

Financial Condition

U4. NIBID's balance sheets are summarized in Annex 12. As of June 30,
1967 NIBID had drawn down Dr. 300 million on its NBG and Bank of Greece loans.
Its debt/equity ratio at that time was about 1:1. NIBID invests most of its
current resources in Treasury Bills yielding 6% tax-free. NIBID has not -yet
declared any dividends.

45. NIBID's portfolio is not mature and is therefore difficuilt to
evaluate. However, it appears to be generally satisfactory. NqIBIDts
very first project, a particle board plant, has had serious technical and
managerial problems and NIBID's staff has spent a great amount of time on
this project. NIBID's Dr. 8 million loan is being repaid on schedule and no
losses anit are expected. NIBID also has a Dr. 1.8 million equity investment
in this firm; in 1966 NIBID made a Dr. 0.5 million provision out of income
against this investment. Until this summer NIBID had experienced no arrear-
ages, but during the summer a number of its tourist enterprises were slow
to pay interest due on June 30, 1967. Most of tlhe amounts due have since
been collected and no serious problems with these loans are anticipated.
According to Greek law; banks must value their equity portfolios at book
or market value, whichever is lowler. NIBIDIs largest equity investment (Titan
Cement) was purchased at Dr. 1,373.20 per share while the 1966 year-end
Athens Stock Exchange quotation Twas Dr. 1,280 per share and thus NI'BID chargecl
Dr. 1,890,000 against income (it is tax-deductible) and wsrote down the value
of its share portfolio by this amount. Although the cement industry is
in a somewhat precarious situation because of over-capacity, this parti-
cular investment should perform satisfactorily in the long run and this
charge is really a hidden reserve. (At the beginning of September the
quoted price of this particular share was slightly above the price NIBID
paid for it.) In addition, NIBII) has an accumulated provision for loan
losses of Dr. 2.1 million. The dividend yield on NIBID's equit7 portfolio
in 1966 was about 5%.

1/ For tax purposes NIBID is allowfed to charge each year 15 of its average
monthly loan portfolio against income as a provision for losses. NIBID
does this to minimize its tax liability but regards this provision as a
substantial over-estimate of probable losses on loans. In addition, in
1966 NIBID charged Dr. 0.5 million as a provision for a possib'Le loss on
an equity investment.
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Other Activities

46. Consulting Firm. As rmentioned earlier, NIBID has a smal-L staff and
NIBID's main weakness lies in the absence of adequate engineering personnel
to process the technical aspects of clients' projects. Rather than establish-
ing a specialized engineering department, NIBID's management feels that NIBID's
purposes will be better served if it is associated with an international firm
of consultants having European interests and experience. The proposal is to
set up a Greek consulting compan:r with a paid-in share capital of Dr. 5.0 mil-
lion in which NIBID will take a 15-30O' interest; NBG will probably participate
too, but the foreign consultants would hold 70% of the shares. When necessary,
NIBID would send its clients to the company for more detailed studies than
NIBID could prepare on its own. The management thinks that such an arrange-
ment wJould overcome NIBID's present engineering shortcomings and would prove
more economical than the creation of an internal technical department. IHow
this would work would depend on the personnel assigned to the operation, and
the ability of the firm to steer clear of conflicts of interest between clients
and NIBID. The Executive Conmmittee has followed the proposed arrangements
closely. The final draft agreements have been submitted to the Comnittee for
approval.

47. Capital Market Promotion. NIBID is very much aware of the importance
of developing the Greek capital market and sees as one of its key roles the
creation of new types of financial paper that might eventually be sold
to the public, thereby stimulating the market for industrial securities which,
at present, is somewhat inactive. NIBID is the only institution in Greece that
is making a real effort to develop this type of paper. Also,
NIBID asked one of its foreign shareholders, Credit Lyonnais, to carry out
a study of the present Greek capital market. The report (the Schlogel Report)
was completed and welcomed by the Greek Government. Based on the 'Schlogel
study and its oim investigations NIBID, in conjunction with others, has
made a number of suggestions to the Government directed toward reactivating
the Stock Exchange.

48. Industrial Estates. Industry is largely concentrated in the Athens-
Piraeus area, although there has been a certain tendency to geographical
dispersion in view of tax and other advantages offered by the Goveinment to
industries establishing units in the provinces. NIBID's clients have exper-
ienced problems in expanding operations near Athens because of the clifficulty
in obtaining building sites. Thie Hellenic Industrial Development Bank is
taking the lead in developing industrial estates in Greece, and NIBID is
considering what role it might have, if any, in assisting in this effort.

49. Business Promotion. NIBID's management is very much interested in
widening NIBID's clientele by making known the services it offers. NIBID has
prepared a 'list of the principal industrial companies in Greece ancd has sent
to them an -attractive brochure describing NIBID's organization and policies.
It is also hoped that over time NIBID staff will be able to contact a
large numlber of these firms, with which it has not yet done business, in
order to promote NIBID's name and to develop new business.
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V. PROSPECTS

50. In 1966 NIBID's approvals reached almost $10 million equivalent and
in the fall of 1966 expectations were that the volume would increase to $12
million in 1.967. The unsettled political situation and the change in govern-
ment did dampen investment enthusiasm as noted earlier and this is reflected
in NIBID's relatively low level of approvals in the first six months of 1967,
only $3.3 million equivalent. Woreover, one project (Alumiinum of Greece)
accounted for 75% of this total. As of mid-September NIBID had sent to the
Executive Committee additional projects totalling about $2.1 million equivalert.
By the end of the year approvals for the year should total about $8 million
equivalent.

51. Looking beyond 1967, although it is at present a difficult time to
forecast, NILBID should enjoy an expanding volume of business. As noted
earlier, gross private manufacturing investment has risen from $142 million
equivalent in 1964 to an estimated $193 million in 1966. Although it is
not expected that the rate of increase will be as great as in the past, manu-
facturing investment is expected to grow and NIBID should share in this growth.
Moreover, NIBID is a relatively new institution and is in the process of
establishing its name. Its share of the total manufacturing investment in
1966 was small (oly 4.5%) and given the intent of NIBID's management to promote
business, NIBID's share of industrial financing in Greece should increase.
It is expected that the HIDB's financing of industry will expand beyond the
level of its 1966 approvals ($11.5 million) although in view of its history
and organizational problems its future operations should not significantly
affect the scope for NIBID's business.

52. In projecting NIBID's level of business it is worthwhile to note
that NIBID's approval rate has been considerably affected by two or three
large operations each year in the $1-2 million equivalent category. The
flow of such projects in the future will obviously affect NIBID's volume.
NIBID should normally continue to participate in a number of projects of
this magnitude yearly, particularly as the continued expansion of Greek
industry will require more complex, sophisticated and costly investments.
Given the overall level of manufacturing investment in Greece, the fact that
NIBID is a relatively new institution and that it achieved an approval level
of about $10 million in 1966, NIBID expects to be able to do $30 million
equivalent in business in 1968 and 1969. This may be an optimistic estimate
and for the purposes of this report it is assumed that approvals total $10
million equivalent in 1968 and $12 million in 1969. These targets should
easily be reached.

53. Annex 13 provides forecatsts on the basis of the above expectations.
Equities are expected to constitute about 10/ of total approvals, not including
those cases where NIBID will obtain conversion options. NIBID assumes that
disbursements will be made half in the year of approval and half the following
year, which corresponds to NIBID's experience to date.

54. NIBID will start the year 1968 with about Dr. 200 million in uncom-
mitted drachma resources. In addition, loan collections available for
relending will amount to Dr. 25-30 million each year in 1968 and 1969.
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NIBID could thus cover about three-fourths of its 1968 commitments from
existing resources. There are, however, good reasons not to wait longer
before obtaining new resources. In the first place, it would be imprudent
for NIBID to wait until all its resources were committed before obtaining
new funds. The result might be that it would have to slow down, if not
shut down, its operations. Secondly, the drachma resources borrowed from
the Bank of Greece were placed at NIBID's disposal on the understanding that
it would seek to supplement them with foreign currency loans to cover im-
ports. It was not intended that these resources would be exhausted before
foreign currency loans were sought. Indeed the intention was that NIBID should
obtain and use foreign currency as soon and as rapidly as is consistent with
the import requirements of its projects, despite the fact that prospective
foreign loans will be more costly than its present drachma resource!s. Under-
lying this condition was the Bank of Greece's desire to strengthen Greece's
overall foreign exchange situation. In order to assure the availability of
drachma resources to finance drachma operations over the next few years, it
would be wise for NIBID to supplement its present resources with foreign
exchange loans. For these reasons, the raising of new loan funds in foreign
exchange nowi is a matter of importance to NIBID.

55. Concerning NIBID's potential use of foreign exchange, NIBID's
resources are now being used by its clients to finance imports as well as
local goods and services. Because foreign exchange has been freely available
in Greece NIBID has not made any distinction in the demandfor its capital be-
tween foreign currency and local currency requirements. An examination of
projects so far financed by NIBID indicates that, of their total capital cost,,
about 50% was incurred for imports. A rough comparison of industrial capital
goods imports with industrial investments leads to the same estimate of the
foreign exchange component of manufacturing investment. It seems reasonable
to expect that the foreign exchange component of the capital cost of new or
expanding industries will remain on the order of 50%. Thus, although the
precise amount of foreign exchange resources which NIBID could use in 1968-69
is a matter of judgment, it clearly could utilize a significant amount.
Since NIBID will normally finance only part of the total cost of a project,
it would be normal for it to first pick up the foreign exchange component, leav-
ing the sponsor's contribution and other drachma funds to be directed to the
financing of drachma costs. These factors suggest that somewhat more than
half of NIBID's financing and perhaps as much as two-thirds, could be directecd
towards imports. On the basis of total commitments of about $22 million
equivalent (during 1968 and 1969, $15 million could thus be used to finance imported
goods and services. Moreover, NIBID should be able to direct about $2.-3 million
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of its 1967 approvals to foreign sources. All things considered, NIBID could
probably cor,nmit $20 million for foreignexchange e-penditurcs over tfie next two
to three years. As NIBID often lends drachmas with a dollar clause, the
problem of covering itself on the foreign exchange risk relating to the
Bank loan should not be a deterrent to its use.

56. If NIBID obtains $ 20 mi]lion to cover the estimated
import component of its lending operations, then its local currency re-
sources should cover its projected local currency commitments in the two-
year period 1968-69.

57. NIBID has negotiated a loan of $7-1/2 million
from the European Investment Bank (EIB) to round out its foreign currency
requirements of $20 million in the next two years or so. Approval by the
EIB Board is awaited.

58. Projections of income, expenses, balance sheets, cash flows,
together with the assumptions underlying these projections, are given in
Annexes 13 to 17. Gross income as a percentage of average total assets
is expected to increase from about 7% in 1966 to 8% in 1969, while the
percentage of administrative expenses relative to average total assets
will fall to about 0.9% in 1969, although in absolute terms administrative
expenses are forecast to increase 20% per annum. The net results are
earnings on average net worth before tax and loss provisions of 6.8% in 1967,
8.7% in 19613 and 9.7% in 1969. Net profits after all charges will increase
from about ]h% on average net worth in 1967 to 5% in 1969 1/. This is not yet
a satisfactory level of profit, but is as good as can be expected given the
low leverages. To the extent that earnings are retained, they will be subject
to the normal 40.25% Greek corporate tax. NIBID's management has not forecas-t
any dividends; its inclination is to retain a high proportion of the
profits. By the end of 1969 NIBID will have set aside provisions for
possible losses amounting to 2% of its portfolio. If no dividends are dis-
tributed, retained earnings at the end of 1969 will be about 5.5% of portfolio.

59. At the end of 1969, NIBID's forecast debt/equity ratio will stil:L
be quite low at 2.6:1.0. The forecasts do not provide for any capital gains
or sales ou-t of portfolio. This is not because NIBID does not expect these
to happen, but rather because it feels that to put a figure on them at this
stage would be too tenuous to be meaningful.

Since distributed earnings are not subject to corporate tax, the return
would be increased somewhat if NIBID distributed a dividend.
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VI. C_MI.cUSIONS

60. N:IBID, in the approximately three years that it has been in
business, has made good progress in establishing a sound organization and
staff and building up a portfolio. It has a competent Board including
foreign bancers who participate actively. Its management is strong, aware
of weaknesses in NIBID's existing organization and concerned with correcting
them. One of the most important problems facing NIBID is the development of
a mechanism for thorough technical evaluation of projects, but the creation
of a new consulting company which NIBID has helped sponsor should help solve
this problem.

61. Because of its close links with the National Bank of Greece, by
far the most important financial institution in Greece, NIBID has been able
to reach a fairly high volume of business in its early years. In 1966 NIBID's
approvals were about $10 million equivalent altlhough in 1967 approvals will
be somewhat lower (around $8 million equivalent) as a result of general con-
ditions in Glreece in 1967. The prospects for INIBID surpassing its 1966 level
of operation in 1968 and 1969 are promising.

62. In a macro-economic sense NIBID has not yet had a major impact on
the Greek economy, although in terms of commitments NIBID is gaining an in-
creasing share of industrial financing in Greece. NIFBID's contribution, in
terms other than the volume of finance it provides, could become significant
in two areas: first, the creation of new types of financial paper that might
eventually be s o l d to the public; second, given NIBID's close relations
with foreign institutions and the international experience of its management,
the stimulation of joint ventures or other forms of international cooperation.
In both these areas NIBID's measurable contribution to date has not been
signficant but the basis is being laid for an important role in the future.
In view of the good start that has been made in developing its own organiza-
tion and moving toward a reasonable degree of independence from its parent,
the NBG, NI:BIDts prospects for playing an important role in industrial
finance in Greece are good.

63. NIBID operates without the benefit of low-cost, subordinated debt
and has only started acquiring leverage; consequently in 1965 and 1966 NIBID
covered its expenses but profits were small. Over the next few years, how-
ever, with continuing cost consciousness, NIBID should become moderately
profitable.

6h. NIBID's total resources amount to about Dr. 900 million. At the
beginning of 1968 NIBID will have about Dr. 200 million in uncommitted drachmia
resources. Commitments in 1968 and 1969 are conservatively estimated to
total about Dr. 660 million ($22 million equivalent) and thus, given existing
resources and expected net repayments, NIBID would require about Dr. 400 mil-
lion in additional resources to cover these commitments. The $20 million in
foreign exchange resources that NIBID is seeking to raise, together with its
existing resources, would cover comlitments through the first half of 1970.
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On the basis of NIBID's experience with its projects to date, it is estimated
that $15 mi:Llion of NIBID's commitments in 1968 and 1969 would be to cover
the cost of imports. In addition, about $3 million of NIBID's commitments
in 1967 couLd use foreign exchange. In total, NIBID could commit on the
order of $20 million for foreign exchange expenditures in two to three years.
If the EIB makes a loan of $7.5 million, a $12.5 million Bank loan would
mean that NIBID's requirements would be covered through 1969. In the absence
of an EIB loan the $12.5 million Bank loan would be disbursed somewchat more
rapidly.

65. N:IBID is a suitable institution for a Bank loan. The proposed
loan should carry the same features as recent Bank loans to development
finance companies, including the standard commitmnent fee. NIBID's management
(with the concurrence of two Greek members of the Executive Committee) now
has the authority to approve investments up to Dr. 6 million ($200,000).
This is a suitable initial free limit from the Bank's point of view and
means that if NIBID's assistance is over Dr. 6 million and Bank funds are
to be used to cover this in total or in part, then Bank approval would be
required. iApplying this standard *bo past operations, 19 of the 43 projects
done by NIBID would have required Bank approval and these 19 account for
86% of approvals by amount. NIBID's Policy Statement limits its debt to
four times net worth. This borrowing limit is still considered appropriate.
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PPIsNCIPLL GOVERNiiENT INCENTIVES
TO INDISTRIAL INVESTMENT

Capital Imports - Law 2687/19'3

1. Under this law special facilities may be granted by the Ministry of
Coordination to foreign investors involved in expanding Greece's productive
facilities. These may include the repatriation of imported capital and profits
earned thereon, and tax concessions. For companies whose operations result
in substantial foreign exchange savings, the following privileges may be
extended: reduction of tax burden, reduction or elimination of import duties
on equipment and raw materials;and reduction of local taxes, charges and
other fees, such as those relating to registration of collateral, etc. Capital
imported under Law 2687 is also safeguarded against expropriation.

Additional Privileges - Law 4171/1961

2. This law extends privileges to domestic as well as foreign investors
and foreign exchange savings is not a necessary prerequisite. It is applicable
to new investments exceeding $2 million and expansion investments exceeding
$633,000 provided the firmts total fixed assets exceed $2 million prior to the
expansion. Under this law the tax and duty concessions mentioned above may be
given plus adtditional privileges relating to the deduction of interest payments
for tax purpcoses. This law is also administered by the Ministry of Coordination.

Provincial Enterprises

3. In order to encourage induistry to locate outside the Athens-Piraeus
area, a number of incentives are available to provincial enterprises. These
include: exemption from local taxes, exemption from duties on capital goods
and spare parts imports, and doubling of the normally allowed depreciation
rates for tac purposes.

Interest Rebates for Exporting Firms

4. Fo:Llowing a Currency Committee decision in 1962, interest rebates on
bank loans up to twice the value of a company's net worth will be made so that
the effective3 interest rates on such loans are determined by the following
schedule:

A 6% rate A 4% rate

Year Exports/Total Sales Year Exports/Total 'Sales

1966 12% 1966 20%
1967 12% 1967 20%
1968 20% 1968 25%
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Each bank annually places an amount equivalent to 0.5% of the average out-
standing balance of its loans in the course of the year into a fund which
it then draws from for its clients who qualify under the above schedule.
The investment banks have the same arrangement. NIBIs has an advantage in
that its fund is pooled together with that of the NBG and thus in effect
NIBID can draw on NBGts fund if need be to make interest rebates to its
qualifying customers. Moreover, the Currency Committee has ruled that
NIBID will not have to pay the 0.5% charge on loans funded out of its pro-
posed foreign currency credit lines.

"374[6" Bonds

5. Law 3746/1957 provides special privileges to approved debenture
issues by private companies. These privileges consist of waiving tax on
interest received by the bond holder and the inclusion of a dollar clause in
the bond so that interest and principal repayments are linked to the (ollar-
drachma exchange rate. The intent of the law is to encourage public subscrip-
tions and "3746" privileges are normally restricted to sizeable issues by a
company of a stature that is likely to evoke public market support in the
future if not at the time of issue. (NIBID has purchased "37h6" bonds without
a public offer having been made, since in these cases the administrators of
the law agreed that a public issue at, the time of issue would not have been
successful and the intent is that at a later stage these bonds might be
marketed to the public by NIBID.)

IFC/DFC
September 20, 1967
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INTEREST RATE STRUCTIU'E IN GREECE

X to From
August 31, 1966 September 1, 1966

Interest £lates on Deposits

Sight deposits 1 - 1.5% 0.50) - 0.75%
Savings deposits 4 - 5.5% 4.5 - 6.o %
Time deposits 3 - 6.5% 3.0 - 7.0e

Treasury Bills h.5 -5.5% 5.0 -6.0Z

Interest Rates on Bank Loans and
Credits

a) Loans of Bank of Greece to
Commercial Banks:
Bank of Greece rediscount rate 5.5% 5.5%]!
Bank overdrafts (with Bank of
Greece) 7 - 11.0% 7-11.0%

Discount of Treasury Bills
(with Bank of Greece) 0.5% below interest on bill at

time of issue
b) Loans and credits of Bank of

Greece and Commercial Banks to
the economy:
To Industry:

Discount of Bills 8.5% 9.0%
For other working capital 10.0% 10.0%
For fixed assets 8.0% 8.5%

To small industry 8.5% 9.0%
To small industry (from special

fund) - 8.0%
To expcrt trade and tobacco

trade 6.0% 6.5%
To domestic and import trade 11.0% 12.0%
Loans on collateral of bonds

and s,hares 10.0% 10.0/O

c) Loans to the maritime sector:
For the purchase of ships 8.0% 12.0%
For shipbuilding and ship

repairing 8.0% 6.5%
For working capital 11.0% 12.0%

d) Penalty rates on delayed repayments 2% in addition to original
____________________________ interest rate on loan

1/ Now 4.5% since July 1967.
IFC/'FC
September 20, 1967
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ATHENS STOCK EXCHANGE

1. Security trading in Greece is normally done through the Athens Stock
Exchange, which is under the jurisdiction of the Ministry of Commerce. The
present membership of the Exchange numbers about 30, of whom about half do the
majority of the business. Most of the securities listed on the Exchange are
Government and Public Power Corporation bonds although 4 industrial concerns
have issued bomds to the market, and 10 banks, 56 industrial shares, and 10
commercial and insurance company shares are also listed. The volume
of trading has been as follovs: (Dr. million)

(Jan.-June)
Security 1965 1966 1.967

Government bonds 206 239 196
Public Power Corp. bonds 316 244 150
Corporate bonds 18 3h 25
Banks, Insurance Co. shares 116 115 39
Industrial shares 80 119

736 751 467

2. After a tripling of the share price index between 1957 and 1L961,
share prices feU and for the past four years have been stagnant as indicated
by the following:

Share Price Index (1954 = 100)
Banks and Insurance Industrial General

1961 326 283 316
1962 336 252 307
1963 309 218 279
1964. 298 222 273
1965 29h 220 269
1966 311 226 280
1967 (June) 317 210 274

Although the r,umber of private industrial securities listed is significant, the
industrial shares market is really quite thin and public offerings of securities
are infrequent. In 1966, shares of six companies accounted for 75% of the total
value of industrial shares traded. I'he thinness of the market in industrial
shares is due to several related factors. One is the family domination of
enterprises in Greece which discourages outside participation. Owners are
reluctant to wriden the ownership and potential shareholders are reluctant to
take a minority position in relatively closed companies. Dividends are taxable
whereas investors can earn 7-8% tax-free on readily marketable Government or
Public Power Corporation bonds and 5-6% tax-free on savings accounts. Also,
companies have not found it necessary to tap the capital market directly as
they have been accommodated by the banking system for long-term capital.
Finally, although there is a network of brokers, the public has not been
educated to the idea of security ownership.

IFC/DFC
September 20, 1967



NATIOIIAL INVESTMENT BANK FOR INDUSTRIAL DEVELOPMENT

LIST OF SHAREHOLDERS

December 31, 1964 June 30, 1965 June 30, 1966
Dr.million % Total Dr.million % Total Dr.million % Total Note

National Bank of Greece 99.0 55.0 99.0 55.0 165.0 55.0 The increase in paid-in share
capital to Dr.300 million

Banca di Credito took place in two steps. The
Financiario first step was an increase of
(Mediobanca) 11.9 6.6 9.6 5.3 13.5 4.5 which Dr. 18 million was

taken by NBG and Dr.15
Banque Lambert 5.9 3.3 4.8 2.7 6.8 2.3 million by IFC. This brought

IFC in but maintained NBG's
Banque Nationale share at 55% of the total.
de Paris 4.0 2.2 3.2 1.8 4.5 1.5 IFC paid the book value for

these shares as of Decem-
Chase International ber 31, 1964 or 102.577% of
Investment Corp. 15.0 8.3 15.0 8.3_ 21.1 7.0 par. The second stage con-

sisted of a rights issue, at
Compagnie Financiere et par, of Dr. 87 million which
Industrielle S.A. 5.9 3.3 4.8 2.7 6.7 2.3 was taken up proportion-

ately on the basis of the
Credit Commercial de share distribution after the
France 3.9 2.2 3.2 1.8 4.5 1.5 first increase of Dr. 33

million. This final step was
Cr3dit Lyonnais 3.9 2.2 3.2 1.8 4.5 1.5 completed in June 1966.

Deutsche Bank 11.9 6.6 9.6 5.3 13.5 4.5

Hambros Bank 9.6 5.3 9.6 5.3 13.5 4.5

lianufacturers Hanover
Int'l Banking Corp. 9.0 5.0 9.0 5.0 12.7 4.2 CD

Credit Suisse 3. 1.7 4.2 i.14



December 31, 1964 June 30, 1965 June 30, 1966
Dr.million % Total Dr.million % Total Dr.million % Total

Nordfinanz Bank - - 1.5 0.8 2.1 0.7

Svenska Handelsbanken - 4.5 2.5 6.3 2.1

IFC - - - - 21.1 7.0

180.0 100.0 180.0 100.0 300.0 100.0

IFC/DFC
September 20, 1967
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NATIONAL INVESTMENT BANK FOR INDUSTRIAL D1fVELOP14ENT

BOARD OF DIRECTORS AND EXECUTIVE COMITTEE
(as of July 1h, 1967)

Board of Directors

Chairman - John Paraskevopoulos, Governor, National Bank of Greece

Members - Constantine Eliasco, National Bank of Greece

.Ernst Lederer, Deutsche Bank

Spilios Kapandais, National Bank of Greece

Bodossakis Athanassiadis, Industrialist

Edvard Brandstrom, Svenska Handelsbanken

Nicholas Dritsas, Industrialist

Esgo Kuiper, International Finance Corporation

Nicholas Kyriazidis, National Bank of Greece

Sandro Lentati, Mediobanca

John M4. Lyons, Chase International Investment Corporaticon

Gregory Livieratos, Industrialist

George Mitsopoulos, National Bank of Greece

Constantine Papacharalambous, National Bank of Greece

Hlubert de Truchis de Lays, Banque Nationale de Paris

John Waage, Manufacturers Hanover International Banking Corporation

Wiilly Faulx, Cofinindus - Compagnie Financiere et Industrielle

Nicholas Chryssovelonis, Hambros Bank Limited

Executive Comnlittee

Chairman - John Paraskevopoulos

14embers - John M. Lyons
Sandro Lentati
lWilly Faulx
Constantine Papacharalarnbous
John Waage

Observer - Esgo Kuiper
Member without vote - George Gondicas, General Mlanager

IFC/DFC
September 22, 1967



ANNEX 6

NATIONAL INVESTMENT BANK FOR INDJSTRIAL DEVELOPMENT

DEBT RESOURCES

(June 30, 1967)

I. National Bank of Greece Loan

Amount: Dr. 300 million This loan was agreed upon on March 30,
1966, and will be drawn down in tranches
as needed by NIBID. It bears interest at
5% and there are no commitment or
cancellation fees. The loan is to be
repaidin equal installments over a
period of 10 years, including 2 years
of grace, from each disbursement to
NIBID. The closing date for disburse-
ments is December 5, 1968.1/ The loan
is unsecured. As of June 30, 1967,
NIBID had drawn Dr. 200 million on
this account.

II. Bank of Greece Loan

Amount: Dr. 300 million This loan was agreed upon on June 23, 1966.
It also will be drawn down as needed.
It bears interest at 1iN and there are
no commitment or cancellation fees. The
loan is to be repaid in equal install-
ments over a period of 7 years, including
2 years of grace, from each disburse-
ment to MIBID. The closing date for
disbursements is December 31, 1967V/.
The Bank of Greece's Articles require
it to take security; thus NIBID has
agreed to assign to the Bank of Greece,
as collateral, bonds or other forms of
security received from its clients. It
has been given on the basis that NIBID
undertakes to make every effort to
complement its lo,cal currency resources
with foreign loan capital of uip to
$20 million. As oA June 30, L967, NIBID
had drawn Dr. 100 million on this
account.

a/ These closing dates will be extended to allow NIBID to fully utilize
these Lands.

IFC/DFC
September 20, 1967
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NATIONAL INVESTMENT BANK FOR INDUSTRIAL DEVELOPMENT

STATEMENT OF POLICIES AND PROCEDURES

(Adopted by the Board, June 30, 1965)

I. Objectives of the Bank

(1) Promotion of industrial and related activities by providing
finance for the establishment of new productive enterprises as well as for
the modernization and expansion of existing ones, all in the private sector.

(2) Development of the capital market in Greece, by underwriting
and distributing issues of shares and bonds and by distributing its own
investments when they mature.

(3) Facilitating contracts and joint ventures of Greek and
foreign entrepreneurs to promote the participation of foreign capital
and technical and managerial skills in the development of the Greek economy.

(4) Supply of economic, technical and organizational advice to
enterprises.

The Bank intends in carrying out its objectives to acdhere to
the following broad policies.

II. Scope and Nature of Operation

A. Eligible Enterprises_and Projects

(1) Financing is made available only for projects which will
contribute to the economic growth of the country.

(2) Financing is restricted to private enterprises. The existence
of a minority governmental or semi-governmental participation will not
necessarily preclude an enterprise from being assisted by the Bank provided
such participation does not result in effective control of such enterprise.

(3) Financing will be provided for the establishment of new enter-
prises, as well as for the expansion and improvement of existing ones.

(W) Eligible for assistance are productive enterprises engaged in
industry, mining, shipping, tourism, and related activities.

B. Investment Policy

(1) Projects of the enterprises requesting financing will be
considered on the basis of their economic, technical and financial merits and
on the soundiness of the management.

(2) Projects to be financed will refer to needs of capital for
fixed assets and working capital of a permanent nature. The Bank will not
finance wor'king capital by means of short-term loans.
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(3) The Bank provides finance according to the suitability of
each project in the form of:

(a) direct long-terra or medium-term loans with a
duration not less than 5 years;

(b) loans participating in profits and loans with
equity features;

(c) direct equity investments;

(d) guarantees;

(e) underwriting of public issues.

(4) In examining projects the Bank will consider whether the size
of its financiLng constitutes a reasonable proportion of the total financing
requirement of the project and whether the form of the financing from all
sources will result in a sound capital structure of the enterprise.

(5) Since the Bank is a financial institution, its object is to
finance productive enterprises, not to manage them. However, when the Bank
considers it necessary, it may be represented in the Board of Directors of
the enterprise concerned.

(6) The Bank is not seeking a controlling interest with any
enterprise it finances but will leave the management and control in the
hands of the entrepreneurs, except in special circumstances as those
connected with an underwriting or the necessity of safe-guarding an in-
vestment already made.

C. Development of the Cap:ital M4arket

(1) The Bank will try to rotate its investment portfolio to a
reasonable extent.

Aiming at the development of the capital market in Greece and
as a means of broadening direct part:icipation of private savings in economic
development the Bank will underwrite and distribute issues of shares and
bonds of its clients and sell its own investments wholly or certain percentages
of it, to other private investors whenever it can do so on satisfactory terms,
having due regard not only to its own interest but also to the interest of
other participants in the investment sold, as well as to the steady and sound
growth of the Stock Exchange.

(2) The Bank, in its endeavor to expand the domestic capital
market, will promote public participation in investment through the issuing
of its own bonds.

III. Other Assistance to the Enterprises

(1) The operation of the Bank will not be limited exclusively So
the granting of financial assistance. It will also advise its clients, wjIen
necessary, on the solution of their economic and financial problems, thug
increasing its contribution to the Greek economy and safeguarding recove!y of
its own investments.
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(2) In connection with the above, the Bank will supply technical,
financial and organizational assistance to enterprises of any nature for the
establishment, organization and operation thereof.

IV. Financial Prudence

A. Security for Loans and Guarantees

(1) The Bank, in making financings through loans or guarantees,
will, where necessary, seek adequate security or guarantees. However,
recognizing the limitations of conventional security as a safeguard in industriz.l
investment and recognizing also that the prestige of the Bank and its share-
holders are bound up in the success of the venture, the Bank will place primary
emphasis in reaching its judgments, not on the adequacy of thbe security avail-
able, but on the prospective profitability of the enterprise to cover repay-
ments and making profits. I

B. Diversification of PRsks - Limits

(1) Financing will be diversified as far as possible regarding the
types of industries and their ownership.

(2) Commitments for equity participation to any single enterprise
will- be limited to a sum not exceeding 20 of the Bank's share capital and
surplus accounts. Total commitments to any single enterprise will not exceed

25% of the Bank's share capital and surplus accounts. However, this limit may
be exceeded temporarily in special circumstances, such as those conneicted with
an underwriting or the necessity of safeguarding an investment alreacly made.

(3) Overall equity investments of the Bank will be limited to lOO1%
of its unimpaired equity (paid-up capital and surplus accounts).

(4) In case that, by incurring external debt, the Bank must assume
a foreign exchange risk, it will pass the risk on to its ultimate borrowers

or find other suitable means to cover it.

C. Borrowing by the Bank

(1) The Bank, whenever it considers it necessary to broaden its
own facilities for operations, will accept term deposits or obtain funds
locally or abroad by the issue of bond loans and by entering into loan agreements.
In this connection, the Bank will follow a prudent policy as far as debt
acquisition is concerned. Total debt will not exceed four times the amount o,

the Bank's capital and surplus accounts.

(2) The Bank will arrange its borrowings so as to maintain a
proper relationship between the duration of its liabilities and the duration
of its assets, in order to safeguard its liquidity.
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D. Profitability, of Operations

(1) Operating costs of the Bank will be left to a minimum con-
sistent wiith its purpose and the scope of its operations.

(2) The Bank will levy charges for its financings and services
sufficient to earn profits which yield a satisfactory return on its invest-
ment and will provide for reserves consistent with sound financial practice.

In providing assistance to enterprises requiring advice in the
formation, execution and operation of their projects, the Bank may charge
its customers with the cost of such services.

E. Reserves and Dividend Policy

(1) In determining its dividends the Bank will give precedence to
the establishtment of adequate reserves, following a prudent reserves policy.

F. Audit

(1) The accounting supervision of the Bank's operations will be
the responsibi.lity of the official Auditors appointed at the Ordinary General
Meeting. The annual audit of the Bank's accounts will be made by qualified
and independent auditors.

V. Procedures and Organization

(1) The Barnk will endeavor to have an efficient and balanced
internal organization and staff which should be adequate to make the necessary
appraisal of investment proposals, to assist its clients in the formulation
and conduct of their projects and to follow closely the operations of the
enterprises it finances, in order thereby to safeguard its own investments
and to protect the interest of outside investors.

(2) When it is more economical to do so, the Bank will use the
services of outside organizations rather than build up an expensive staff of
specialists and technical personnel.

(3) The General Manager will prepare periodically for its Board
of Directors brief reports covering the progress of the Bank's activities
and its financial position.

ITC/DFC

Jlulv 5, 1967
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NATIONAL INVESTENT BANK FOR INDUSTRIAL DEVELOPMENT

ST'AFF CHART

Professional
Staff Other

IHanagement,

General I4anager )
IManager )
Legal Counsel ) 53
Technical Adviser )
Special Adviser )

Qperations Department (Project Appraisal)

Groul? I 2
Group II 3

Legal Staff 2

Finance Department (Accounts) 1 1

Follow-uD Department 1

Secretarial Department 1 2

6

Messengers, etc. -

15 11

IFC/DFC
September 20, 1967
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NATIONALL INVESTEIENT BiWNK FOR INDUSTRIAL DEMVLMPHENT

OPERULTIONAL DATA

(in Dr. million)

1964 19 1966 1967

I. Approvals/Coiitments (6 mosT7

Year by Year Basis

Approvals 57.6 123.5 291.3 100.1

Commitments 56.5 66.5 301.7 123.1

Cumulative Basis

Approvals 57.6 181.1 472.4 572h5

Commitments 56.5 123.0 424.7 547.&>
% of comrmiitrients to approvals 98% 68% 89% 95%

Projects Ap1Droved 4 7 25 7

II. New Vs. Expansion Pro,jects (nD.mlin
II. ~~~~~~~~~~~ ~(in Dr. million)

(6
1964_ 1965 1966 1967 mot,.)

No. Amt. No. Amt. No. Amt. No. Amnt.

New 3 19.1 2 44.0 8 55.3, 1 3.0

Expansion 1 38.5 5 79.5 17 242.0 6 97. i

III. Sise of Operations
196 1965 1966 l96'7

(6 lo3

Below Dr. 3 million - - 3 1

Dr. 3 to 6 million 2 1 11 4

Dr. 6 to 15 million 1 4 5 1

Dr. 15 to 30 million - - 3 -

Dr. 30 to 60 million 1 2 3 -

Above Dr.60 million - - - 1

Average size Dr. 14.4 Dr. 15.4 Dr. ll..O Dr. 14.3

million million million million
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IV. D ionoferationApprovd
Cunulative to June 30, 1967

By Industry (in Dr. million)
No. Amount %

Cement 2 102.9 18
Metal Products 5 85.1 15
Synthetic Fibres 2 48.3 8
Paper 1 40.0 7
Building Materials 3 27.8 5
Tourism Facilities including 9 58.4 10

Hotels
Electrical Goods 5 23.0 4
Food Products 2 37.0 6
Shipping 1 3.5 1
Chemical. 4 16.5 3
Textiles 6 43.0 8
Other 3 87.0 15

43 572.5 loo%
By Are.

Athens/Piraeus 20 267.0 47
Sterea 8 163.1 28
Thessaly 2 66.0 12
Peloponrnese 5 24.3 4
Eubea 2 17.0 3
Rhodes 3 9.6 2
Macedonia 1 7.0 1
(Shippirig/Cruising) 2 18.5 3

43 572.5 100,%

V. ThvesIstient Portfolio Cumulative to June 30, 1967

(in Dr. million)
Amount %

Ty,pes of Approved Investments

Ordinary Shares 35.6 6
Preferred Shares 1.1 -

Convertible Bonds 26.0 4
lon-convertible Bonds' 137.5 24
Loans 372.3 66

572.5 ?100%
Special Features of Approved Loans/Bonds

Dollar Clause 258.7 45%
Profit Participation 332.0 58%
Tax-free 115.0 20%



VI. Approvals as of June 30, 1967

Name of Company Activity Assistance

Panobel Fibreboard (new) Dr. 8 million loan at 8%;
Dr. 1.8 million equity participation.

Hellenic Synthetic Fibres Synthetic fibres (new) Dr. 1.1 million loan at 83;
Dr. 2.18 million equity participation.

Keramiki-Cedit Ceramics (two proJects, one Dr. 12 million loan at 8% + 1.5% profit participation,
new, one an expansion) dollar clause;

Dr. 6 million bond loan at 8%, convertible to ordinary
shares.

Titan Cement Cement (expansion) Dr. 15 million bond loan at 7%, tax-free, with dollar
clause and fee;

Dr. 27.85 million equity participation.

Kouppas & Co. Machinery mfg. (relocation) Dr. 9 million loan at 8% + 2% profit participation;
Dr. 1.1 million non-voting preferred shares.

Fulgor Electric cables (expansion) Dr. 3.5 million loan at 8% + 2% profit participation.

Damigos & Co. Electric motors (expansion) Dr. 7 million loan at 8% + fee increasing yield by 1%.

United Tube VWorks Steel pipe (relocation- Dr. 25 million loan at 3%; Dr. 10 million bond loan
expansion) convertible to non-voting preferred shares.

Stanley Hotels Hotels (new) Dr. 9 million loan at 8, + 2% profit participation.

Allatini Biscuits (new) Dr. 12 million loan at 8% + 2% profit participation.

Etma Rayon Rayon (expansion) Dr. 17.5 million loan at 8% + 1/2% profit participation,
dollar clause; Dr. 27.5 million bond loan at 8%
+ 2% profit participation - Dr. 5 mil. convertible
to ordinary shares.

General Cement Cement (expansion) Dr. 60 mil. bond loan at 8% + fee increasing yield by
about 142%, tax-free, dollar clause.

Brouscos Tourist Enterprise Tourist village (new) Dr. 5.8 mil. loan at 8% + 2% profit participation,
dollar clause on part of loan.

Nagnus-Hellas Chemical cleaners (new) Dr. 1.5 mil. loan at 8"o + 2% profit participation.
I4lichi Shipring Shipping co. (new) Dr. 3.5 mil. loan at 8% + 2% profit participation,

dollar clause.

Athens Paper Paper (expansion) Dr. 40 mil. bond loan at 8%, tax-free, dollar clause. I'd

Viohalco Copper, bronze, brass mfg. Dr. 30 mil. loan at 8% + 2% profit participation, m

(working capital) dollar clause. w



Approvals (cont d.)

Dracos S.A. Electrical appliances (to Dr. 4.5 million loan at 10%.
finance share purchase)

Tempo-Electroplastiki Electrical fittings (expan- Dr. 5 million loan at 8% + 2% profit participation.

sion)

Panelladiki Hotels (new) Dr. 6 million loan at 8% + 1-3/4% profit participation,
dollar clause,

Metallotechnica Metals (expansion) Dr. 5 million loan at 8% + 2% profit participation.

D. Nathanael & Co. Textiles (expansion) Dr. 5 million loan at 8.5% + 1.5% profit participation.

"Amgre't S.A. Knitwear (expansion) Dr. 12 million loan at 8.5% + 1.5% profit participation.

Chr. Coulouvatos Tourist enterprises Dr. 7.5 million loan at 12%, dollar clause;
Dr. 7.5 million loan at 6.5%e, dollar clause.

Metaxas Bros. S.A. Alcoholic beverages (re- Dr. 25 million loan at 8.5% + 1.5% profit participation.

location)

P. Papoutsanis S.A. Soaps and chemicals (ex- Dr. 5 million loan at 8% + 2% profit participation.

pansion)

Hellenic Aegean Hotels Hotels (expansion) Dr. 5 million loan at 8.5% + 1.5p profit participation,
dollar clause.

Rhodes Hotel and Tourist Hotels (expansion) Dr. 3 million loan at 8% + 2Y profit participation.

Enterprises S.A.
Volos Cotton Mills S.A. Spinning mill (new) Dr. 6 million bond loan at 8.5% + 1.5% profit partici-

pation, convertible to ordinary shares.

D. Tsirozides Bros. Knitwear (expansion) Dr. 15 million loan at 8.5P + 1.5; profit participation.

Rexall-Hellas S.A. Plastics (new) Dr. 9 million loan at 8.5% + 1.5% profit participation.

Velico Ltd. Perfumes (new) Dr. 3 million loan at 8.5% + 1.5%! profit participation.

Nic. Couvaras Laces (expansion) Dr. 2 million loan at 8.5% + 1.5% profit participation.

tlCiaro S.A. Chemicals (expansion) Dr. 5.5 million loan at 8.5% at 1.5% profit participation.

Z. Vassilopoulos "Zama" Metal accessories (expan- Dr. 5 million loan at 8.5% + 1.5% profit participationa.

sion)

Papadimitriou S.A. Hotels (expansion) Dr. 10 million loan at 8% + 2% profit participation.

Schreder-Electriki Electrical fittings (new) Dr. 3 million loan at 8.5% + 1% profit participation.

Aluminum of Greece Aluminum (expansion) Dr. 37.5 million loan at 8.5%o;
Dr. 37.5 million loan at 8.5%0, dollar clause.

P. Marinopoullos S.A. Pharmaceuticals (expansion) Dr. h.5 million loan at 8.5% + 1.5% profit participation.

Ang. Avgustaki Hotels (expansion) Dr. 1.6 million loan at 8% + 2% profit participation.

Ap. Tegopoulos Sons Co. Textiles (expansion) Dr. 3 million loan at 8.5% + 1.5% profit participation.

Const. Loucopoulos Hotels (expansion) Dr. 3 million loan at 8 + 2% profit participation.

TFC/DDFC 
(

Otaber 1.2, 1967 
4- Io
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LOCATION OF PROJECTS FINANCED RHO(ES

BY NIBID UP TO
JUNE 30,1967

TOTAL AMOUNT APPROVED DR. 572,500,000 A
NUMBER Ol' PROJECTS 43

0 25 5T0 75 100 MILES A SHIPPING PROJECT (OR.3.5 MILLIONS) AND A TOURIST
A CRUISE SHIP PROJECT (DR.I MILl.ON) CASE BEEN OMITTED.

OCTOBER 1967 IBRD-1918R
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NATIOINAL INVESEHUINT BANlK FOR INDUSTR' fl -ELOP.I,vMT S.A.

STj.TU1 MT OF INGCOhE
(Dr. 000o)

1963/641_/ _1965 1966 _ 1967

Income (Audited) (Audited) (Audited)(Jan.-June)

Interest on loans 203 953 7,577 8,796

Interest on bond loans - 1,530 5,832 6,577

Interest on Treasury Bills 2,397 3,785 5,218 4,210

Interest on bank deposits 3,658 1,131 787 22

Dividends received - 84 1,267 1,642

Fees 1,500 - 3,360 578

Profit participation and other - 55 516 1,2)ULj

Total income 7,758 7,533 24,557 23,069

Expenses

Personnel 1,800 3,010 3,645 1,95L
Legal expenses 113 217 361 302

Administrative and general 1,674 1,1h6 1,618 76?,

Interest on indebtedness - 98 6,024 7,917

Taxes other than on income 227 158 735 246

Allowance for doubtful loans 25 334 1,780 -

Allowance f'or doubtful equity - 500 -

Total expenses 3,639 4,963 14,663 11,183

Operational earnings before tac 3,919 2,575 9,893 11,886

Net earnings 3,919 2.575 9,893 -

Reserves and unappropriated 3,919 2,575 8,003

Share price fluctuation reserv2 i,890

Six months' earnings (Jan.-June 1967) 11,886

1/ Dec. 10, 1963 to Dec. 31, 1964.

T Slis represents a tax deductible charge taken by NIBID resulting from the

fact that the year-end quoted price of one of its equity investments was less

than the cost price.

IFC/DFC
September 25, 1967



NATIONAL INVESTiMENT BANK FOR INDUSTRIAL DEVELOP:IENT

TAX POSITION OF NIBID

Corporate T,ax

1. Corporate income in Greece is taxed at one level only. Consequently
dividends, when distributed, are taxed only in the hands of the recipient and
are not subject to corporate tax. Similarly, directors being individually
assessed, corporations may treat directors' fees as a legal deduction. NIBID
is accordingly liable to income tax on income retained after distribution of
dividends. This is taxed at a rate of 35% plus a 15% surtax on income in
favor of the Agricultural Insurance Institution, making a total rate of 40.25>.

Tax-Free Income

2. Interest received from deposits in commercial banks, Greek Govern-
ment Treasury Bills, Government loans and "3746" bonds (debentures) are tax-
free. Of NIBID's total investments /at June 30, 9673, 40% yielded tax-free
income. When part of a company's income is tax-free the proportion of the
total operating costs which can be charged against the taxable income is
determined by the proportion of taxable to tax-free income. To date, NIBID
has not incurred a tax liability but on the basis of proportional allocation
of expenses, 1966 income would be suibject to about Dr. 2 million in tax. Hov-
ever, NIBID is making a submission to the tax authorities indicating that for
1966 most of its expenses will in fact be incurred in the generation of its
taxable income (Treasury Bill investnents for example do not require much
effort or expenses on NIBID's part) and therefore should be allowed as a
deduction from that income. NIBID is hopeful of a favorable ruling on this
point.

Turnover Tax and Stamp Duty

3. Gross income is subject to turnover tax at 3.6%o and stamp duty at
1.2%. Interest from Treasury Bills is however exempt from these levies.
Both turnovier tax and stamp duty on interest on NIBID's loans are passed on
to its clients, but on income on bond loans, bank deposits, dividends, fees,
and commissions, NIBID bears the taxes.

Capital Gains

4. Capital gains and dividends are treated as ordinary income in the
hands of corporations. Capital gains realized by individuals are tax-free.

I/ Including liquid funds invested in Treasury Bills.

IFC/DFC
September 25, 1967



ANNEX 12

NATIONAL INVESTMIENT BEINK FOlt INDUSTRIAT DEVELOPMENT

BALANCE SHEETS
;D. '000)

Dec. 31, Dec. 31, Dec. 31, June 30,
1964 1965 1966 1967

ASSETS (Audited) (Audited) (Audited)
Cash 55 84 1,138 313
Bank deposits 78,260 55,350 746 3,490
Greek Treasury Bills 60,000 95,000 155,000 155,000
Fee receivable 1,500 - 3,487 2,325

Interest receivable 170 1,172 2,173 8,022
Accrued interest 116 323 1,669 4,876
Prepaid tax - 121 558 1,029
Other assets 122 92 74 293

1140,223 152,142 168X45 175,353

Loan portfolio 8,000 22,100 137,373 283,506
Bond portfolio 21,000 21,000 164,491 158,89b

Less provision for possible losses (25) (359) (2,139) (2,139)
Eouity portfolio 15,759 29,382 32,988 38,585

Less provisions - - (500) (500)
Loans and equity investments 7 72,123 332,213 1478,3146

Equipment (net of depreciation) 201 330 568 81M

185,158 224,595 497,626 654,513

LIABILITIES
Accounts payable 160 460 2,362 6,767
Interest received in advance 1,080 1,454 2,480 5,686
Refundable fee - - 3,487 3,000

Deposits - 2,800 22.523 1Q,400
1,240 38,715 3852 25,853

Long-term debt
National Bcnk of Greece - - 90,000 200,000
Bank of Greece - - 60,000 100,000

- - 150,000 300,000

Share capital 180,000 180,000 300,000 300,000
Amount paid on capital increase - 33,387 - -
Share premium - - 387 387

Ordinary reserve 783 1,299 2,899 2,899
Extraordinary reserve - 5,195 11,500 11,500
Unappropriated profit 3,135 - 98 98
Share price fluctuation reserve - - 1,89o 19890

183,918 219,881 316,774 316,77L
Six months' profit Jan.-June 1967 - - - 11

185,158 224,595 497,626 654,513

IFC/DFC
September 25, 1967



4NNEX 13

NATIONAL INVESTMENT BANK FOR INDUSTRIAL DDEVdOPMENT

PROJECTED C014IrTENTS AND DISBURSEIaNTS

(Dr. million)

Jan.-June July-Dec.1966 1967 1967 198 1969_
Actual Actual

Approvals/Cormitments

Loans 291 100 1h7 270 320
Equity Investinent - - 3 30 0

291 100 150 300 360

Foreign Cuirrency - - 90 200 240
Local Currency 291 100 60 100 120

291 100 150 300 360

Disbursements

Out of local currency 260 149 93 122 115
Out of foreign currency - - - 190 220

260 149 93 312 335

Repayments - 3.2 4.6 28.6 61.5

1/ In the past NIBID had no foreign currency and thus all commitments were in
local currency. See paragraph 55 for estimates of NIBID's clients' import
requirements.

IFC/DFC
September 25, 1967



aNTMEX 7.4

NATIONAL ITVESTJNT BANK FOR INDUSTRIAL DEVULCPIfT

PROJECTED STITE14ITS OF INCOE
(Dr. t'00)

1966 1967 1968 '969
Income TActual)

Interest orn loans 13,409 36,260 57,500 79,300
Dividends 1,267 1,640 1,600 2,800
Commissions, fees, etc. 3,876 1,000 1,200 2 100

18,552 38,900 60,300

Interest from Treasury Bills 5,218 8,700 8,500 8,500
Interest from deposits 787 100 100 100

.'57 4h7,700 68,900 92,800

Expenses

Administrative expenses 5,528 6,550 8,400 10,100
Financial expenses

Interest on loan funds 4,413 16,500 28,500 44,800
Interest subsidy fund 824 1,400 1,600 1,900
Interest on deposits 787 500 _ -

Taxes (turnover tax and stamps) 0735 1,000 1,500
1.2,287 25,600 39,500 58,300

Provisions for possible loss 2,280 4,400 6,600 9,300
Depreciationi 96 100 100 100

1 3 30400 h6,200 67,700

Operational earnings before tax 2_ 827 XL76 22,700 25,100

Corporate income tax -h500 6,8oo 7,800

Net profit 9, 893 100 15,900 17,300

IFC/DFC

September 25, L967



NNEZX 15

NAT'IONAL INVESTNENT BANK FOR INDUSTRIAL DEVELOP14.NT

PROJECTED BALANCE SHEETS
(Dr. '000)

Dec. 31, Dec. 31, Dec. 31, Dec. 31,
1966 '1967 1968 1969

ASSETS (Actual)

Cash and bank deposits 1,884 7,383 16,183 35,683

Greek Treasury Bills 155,000 140,000 140,000 140,000
Miscellaneous receivables 7,961 18,0h5 23,045 30,045

16h,845 165,428 179,228 205,728

Loan and bond portfolio (Less 301,864 527,800 781,200 1,014,700

provisions for possible losses) (2,139) (6,539) (13,139) (22,439)

Equity portfolio (Less 32,988 41,585 71,585 111,585

provisions for possible losses) (500) (500) (500) (5oo)
332,213 562,346 _9146 1103, 5

Equipment net of depreciation 568 700 6co 500

497,626 728,474 1,018,974 1,309,574

LIABILITIES

Accounts payable 30,852 8,600 8,900 9,400

Long-term debt
Local currency 150,000 390,000 474,300 527,10C
Foreign currency - - 190,000 410,000

150,000 390,000 664,300 937,100

Share capital 300,000 300,000 300,000 300,OOC
Premium on shares 387 387 387 3&7

Reserves and unappropriated incorne 14,497 27,597 43,497 60,797
Share price fluctuation reserve 1,890 1,890 1,890 1, 9OC

316,774 329,874 345,771 363,07T

497,626 728,474 1,018,974 1,309,57L

IFC/DFC
September 2t;, 1967



ANNEX 16

NATIONAIL INVMESTDOT BLNK FOR INDUSTRIAL DEVE.0PMEN1T

PROJECTED SOURCES AND APPLICATION OF FUNDS
(Dr tw)

July - Dec.
1967 1968 1969

Funds provided

Net earnings 5,700 22,700 25,100
Charges not involving cash

expenditure (provisions-
depreciation) 4)500 6,700 9,400

Loan funds
Bank, of Greece - NBG 90,000 88,000 78,000
IBRI) - EIB - 190,000 220,000

Loan collections 4,600 28,600 61,500

lO10,800 336,000 39h4000

Used as follows:

Loan disbursements 90,000 282,000 295,000
Equity investments 3,000 30,000 4O,OC0

93,000 312,000 335,000

Release of blocked funds 10,400 - -
Increase in receivables, etc. 1,500 5,000 7,000
Decrease in payables 6,853 (300) (500)
Loan repayment

Bank of Greece - - 12,OOC
NBG 3,700 13,200

PaymerLt of corporate income tax t4,500 6,800 7,800
1i6,253 327,200 374,500

Increase (or decrease) in
availabilities (11,453) 8,800 19,500

1O04,800 336,000 394,000

IFC/DFC
September 26, 1967



ANNEX 17

NATIONAL INVSTMIENT BANIK FOR INDUSTRIAL DEVELOPIAvENT

BASIS OF FORECASTS

Return on investments

Loans - 9% per annum.
Equity inavestments - 3% per annum.

In the calculation of incomXe disbursements of loans were assumed to take
place in the middle of each year under consideration. Yield for the year of
disbursement: 8% (increased to 9% as of the following year).

Disbursements - conversions - sale of securities

It is assumed that one-half of the approved loans are disbursed in the
year they are approved and the other half in the following year. No conver-
sions or sale of securities are foreseen in the projections.

Loan repa ent

Loans were assumed to have an 8-year duration including a 2-year grace
period.

Commissions, fees, etc.

The respective items in the projections include fees already agreed upon
(no new ones) and commissions on foreign exchange operations.

Corporate income tax

In addition to the income from Treasury Bills and deposits, 15% of the
interest on loans was assumed to be tax-free arising from investments under
Law 3746/57. Income tax (at 40.25%) was calculated according to Law 4444/64
providing that, in order to arrive at the taxable income, deductible expenses
are reduced by the ratio of tax-free income to overall revenue.

Distribution of profits

No dividend payments are indicated in the projections.

Administrative expenses

Administrative expenses were taken to grow at 20% annually amounting to
Dr. 3.5 million in July-December 1967, Dr. 8.4 million in 1968 and Dr. 10.1
million in 1969.

IFC / WC
October 12,1967


