PIRAEUS BANK

Greek Fixed Income Monitor:
Changes in Financials Bond Market due to
the Bank Recapitalization Scheme

Economic Analysis & Investment Strategy
October 2015

\ \ \ researchdivision@piraeusbank.gr
Ilias Lekkos Lekkosi@piraeusbank.gr Bloomberg Page: <PBGR>
Veni Arakelian Arakelianv@piraeusbank.gr )

Dimitria Rotsika Rotsikad@piraeusbank.gr
Haris Giannakidis GiannakidisCh@piraeusbank.gr

\ Piraeus Bank Government Bond Index: {PBGGGSBI Index<GO>}
Piraeus Bank Weighted Average Yield: {PBGGGWAY Index<GO>}
Vassilisis Sofias & Kerasountos 1, 115 28 Athens

Tel: 210 328 8187, Fax: 210 373 9580 Piraeus Bank Government Bond Index : {PBGGGCBI Index<xGO>}

Weighted Average Yield : {PBGGIWAY Index<GO>}




PIRAEUS BANK

Contents

» Latest Developments in the Greek Bond Market

»  Greek Government Bonds Yield Curve Evolution

» Greek Government Bonds Interest Rate Curve Estimation

» Piraeus Bank Greek Government Bond Index

» Piraeus Bank Greek Corporate Bond Index

October 2015




»

PIRAEUS BANK

Historical high levels for the Greek Government Bond Index......

In October, the Greek Government Bond Index recorded an annual high while also coming very close to reaching its September 2014 level. Specifically, the

index was 3.78 percentage points higher in October than in the previous month. The major source of this improvement originated from the short and medium-

term part of the yield curve (4-10 Year maturities). Nevertheless, the relatively high positive returns of the past 3 months have moderated slightly, since the

news about the new economic agreement with the creditors is fully priced in by the market.

Improvement was also evident in the Corporate Bond Index, which increased by 2.56% in October relative to the previous month. On a Year-to-date (YtD)

basis the index recorded a 2.35% gain. These developments were primarily due to the upward trend in corporate bonds since July 2015 which is related to the

improvement in the expectations of the market with respect to the withdrawal of capital controls.
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...influence the major corporate bond issues.

» Improvement for the majority of the bonds that are tracked in our index.

» The 3 best monthly performances were recorded for the following bond issues:

OTE (5.59%) maturing in 2020
PPC (5.58%) and
ELPE (6.38%) with maturity in 2017

» Losses were recorded for the bonds of:
Motoroil (-1.99%)

Coca-Cola maturing in 2016; (marginal negative return very close to zero)

Corporate Bond’s Monthly Returns
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Financial Bond Issues and Recapitalization

» According to the results of the Comprehensive Assessment of the 4

Financials Bond Index
systemic Greek banks conducted by the ECB, the total -capital

120 [

requirements stand at €14.4bn with the basic scenario amounting to
€4.4bn. The capital requirements are expected to be covered by bond
repurchases both with cash or equity redemption and by the accelerated
book building procedure. The participation of senior bondholders in this
bond exchange scheme is conditional on the participation of the HFSF in

the capital requirements.

» In mid-October, with the aim of covering the full amount of capital

requirements from private investors, the majority of the 4 systemic banks

announced bond repurchase offers that are expected to be completed by Mar-14 Jun-14 sep-14 bec-14 Mar1s un-1s Sep-15
mid-November. The Financials Bond Index recorded substantial gains Financials Bond Index Yield
during October, reaching 75.63 points from 49.17 points at the end of the e

previous month. We should note though that this abrupt increase is 9

80
mainly due to arbitrage trading related to the terms of the bond

70

repurchase program.
60

» As a result of the bond repurchase offers, we have opted to remove the 50

Financials Bond Index as well as the Corporate Bond including Financials 40

Index. With reference to the index base date, its highest price was s0

recorded in June 2014 while its historical low was recorded during July 20

10

2015.
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=N
! Important Events for Greek Bond Market until the end of 2015

11 November: Expiration
of bonds exchange offer
for National Bank &
Eurobank

15 November: General
Meeting of Shareholders
Piraeus Bank

6 November: Closing
deadline for submission to
the ECB's capital needs
coverage plans

16 November: General
Meeting of Shareholders

November 14: General
Meeting of Shareholders
Alpha Bank

Eurobank (possible date)

November 4: Expiration
of bond exchange Offer
for Piraeus Bank

16 November:

Expiration of bond
exchange Offer for Alpha
Bank

I

6 November: Treasury 13 November:Treasury 16 November: Coupon 8 December: |
Bills maturing: €1.4bn Bills maturing: €1.4bn payment for Coca-Cola Eurogroup
bond

[

13 November: Scheduled

10 November: Coupon
payment for ELPE bond

October 2015

: .

15 November: Coupon
payment for Frigoglass,
Intralot & Motoroil bonds

20 November: Scheduled
Moody’s Credit Rating
for Greece

»

16 December:

Fitch Credit Rating for IMF Loan Expiry
[ Greece 7 December: IMF
: €509mn
9 November: Loan Expiry
Eurogroup €279mn

18 December: Treasury
Bills maturing: €1.6bn

11 December Treasury
Bills maturing: €2.0bn

Eurogroup

23 November: I

21 December:
IMF Loan Expiry
€313mn

Source: Piraeus Bank Research, Bloomberg 6
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The consecutive advances in government bonds over the last 3
months...

»  October was the 3rd month in a row during which we observed a significant improvement in short-term and medium-term maturities. In
particular, the Yield to Maturity (YtM) for the 2-Year bond decreased by 184 basis points (bp), while at the same time gains for the 10-

Year bond reached 46 bp. For government issues with maturities longer than 10 years there was a small gain in the range of 10 to 20 bp.

»  One important consequence of the volatility in the short-term part of the yield curve was the partial reversal in the term structure slope,
which became marginally positive in October after one year at negative levels. According to the yield curve at the end of October, we are
now in a flat curve state where short-term rates equal long-term rates. Such a shape in the term structure reflects the high uncertainty in

market expectations about the economic climate in the country. Yet, it also signals an important improvement relative to previous
months.
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...led to a flattening in the interest rate curve...
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» We emphasize that the offsetting of the negative slope in the interest rate curve emanated primarily from the erratic behaviour of short-term rates. However, since long-term rates
remained at the same levels as in the previous month the expectations for macroeconomic prospects have not changed dramatically. Specifically, the rates for short-term maturities
(2/3 year) decreased substantially by almost 190 bp to the range of 7.5-7.7%. Similarly, medium-term maturities (5/10 years) recorded a drop of about 30-70 bp, whereas a marginal

decrease of 20 bp was noted for the long end of the curve.

» Conventionally, the short-term part of the interest rate curve is viewed as being influenced mostly by monetary policy and the liquidity prospects in the economy. Bank recapitalization in
conjunction with the settlement of Non-Performing Loans (NPL) and the completion of the first evaluation for the economic programme are expected to further improve the short end of
the curve and possibly provide sustainable momentum in growth expectations. Consistent with this is the idea that the forward rate curve does not imply any changes in the interest

rate curve for the next month.

» In summary, the successful recapitalization of the 4 systemic banks, a sustainable solution for NPLs and the completion of the evaluation of the structural

reforms are expected to signal the transition to another state for the interest rate curve and the market's expectations.
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...driven by an increase in the market’s short-term uncertainty.

10year-3year spread Annualized Monthly Volatility Indices
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» As has been mentioned already, there was a reversal in the yield curve’s slope in October such that the 10/3 year term spread ranged between -176 to 64 bp. Still, the
probability of the interest rate curve’s slope returning to negative levels is significant as the political risk and the difficulties in the implementation of the third economic
programme persist.
» The flatness of the interest rate curve is driven by the volatility in short-term bonds. The annualized volatility index for the 3-Year bond trended upwards for the second half of

October, whereas the volatility index for the 10-Year bond remained at the same levels as in the previous month. In detail, the index for the 3-Year bond increased to 82

percentage points at the end of October, 11 percentage points higher than its level in the previous month. Conversely, the volatility index for the 10-Year bond decreased by

almost 1.6 percentage points from its September level to 23.75 points.

October 2015
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Piraeus Bank Greek Government Bond Index

Index Evolution October 2015 (Base Date: 9/3/12=100) MoM Returns Histogramm
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»  The lowest price in October for the index was 354.94, while the highest price was 374.29. 30-Oct

» The value of the Greek Government Bond Index on October 30 was 3.78% higher than in the Members 22
previous month. The index’s average (MoM) return in the same month was 6.34%.

o , ) Market Capitalisation (EUR bn.) 35.70
» 43 months of historical data show that the index MoM return at the end of October was higher ighted ield
than 50% of realized past returns. Returns, larger or equal to the level of 3.78% were Weighted Average Yie 7.75
observed on average only 18 days during a month. Weighted Average Coupon 3.22
*(Returns with low frequency of occurrence have a smaller probability of being realized in the near Weighted Average Maturity 14.09
future). i X
Weighted Average Duration 9.45

October 2015
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Piraeus Bank Greek Government Bond Index
Index Composition— October 2015
Issuance ~ Amount Coupon  Next Coupon CreditRating LastPrice-30 Yield- 30

Amount  Outstanding Currency  Coupon  Coupon Type Issuance Date  Maturity ~ (Standard &

(€bn) (€bn) Frequency Payment Poor's) Qctober QOctober
Hellenic Republic Government Bond 297 17 € 3,000 Stepped Annual 220016 24/022012 24022023 CCC+ 748 8.1
Hellenic Republic Government Bond 297 L € 3,000 Stepped Annual 220016 H/02/2012 24022024 CCC+ 1735 79
Hellenic Republic Government Bond 297 174 € 3,000 Stepped Annual 2020016 26/02/2012 2402205 CCC+ 1 7
Hellenic Republic Government Bond 297 150 € 3,000 Stepped Annual 2020016 27/02/2012  24/02/2026  CCC+ 710 78
Hellenic Republic Government Bond 297 147 € 3,000 Stepped Annual 2020016 28/02/2012 24022021 CCC+ 69.4 78
Hellenic Republic Government Bond 317 153 € 3,000 Stepped Annual 2020016 29/02/2012  24/02/2028  CCC+ 67.7 78
Hellenic Republic Government Bond 317 150 € 3,000 Stepped Annual 021016 01/03/2002  24/02/2029  CCC+ 66.6 78
Hellenic Republic Government Bond 317 144 € 3,000 Stepped Annual 240202016 02/03/2012 24022030 CCC+ 65.2 78
Hellenic Republic Government Bond 317 137 € 3,000 Stepped Annual 240212016 03/03/2012  24/02/2031  CCC+ 64.1 78
Hellenic Republic Government Bond 317 137 € 3.000 Stepped Annual 002/016  04/03/2012 24022032 CCC+ 63.1 78
Hellenic Republic Government Bond 317 145 € 3.000 Stepped Annual 240212016 05/03/2012  24/02/2033  CCC+ 624 78
Hellenic Republic Government Bond 317 141 € 3.000 Stepped Annual 240212016 06/03/2012  24/02/2034  CCC+ 6L5 78
Hellenic Republic Government Bond 317 144 € 3.000 Stepped Annual 240212016 07/03/2012  24/02/2035  CCC+ 60.8 78
Hellenic Republic Government Bond 317 151 € 3.000 Stepped Annual 240212016 08/03/2012  24/02/2036  CCC+ 60.4 A
Hellenic Republic Government Bond 317 140 € 3,000 Stepped Annual 240212016 09/03/2012  24/02/2037  CCC+ 59.6 A
Hellenic Republic Government Bond 317 138 € 3.000 Stepped Annual 240212016 10/03/2012  24/02/2038  CCC+ 59.5 A
Hellenic Republic Government Bond 317 134 € 3.000 Stepped Annual 40212016 11/03/2012  24/02/2039  CCC+ 59.5 76
Hellenic Republic Government Bond 317 137 € 3.000 Stepped Annual 0021016 12/03/2012  24/02/2040  CCC+ 59.3 75
Hellenic Republic Government Bond 317 136 € 3,000 Stepped Annual 2002/2016  13/03/2012  24/02/2041  CCC+ 594 75
Hellenic Republic Government Bond 317 143 € 3.000 Stepped Annual 0021016 14/03/2012  24/02/2042  CCC+ 59.6 74
Hellenic Republic Government Bond 403 403 € 4750 Fixed Annual 17/04/2016  10/04/2014  17/04/2009  CCC+ 916 76
Hellenic Republic Government Bond 2.09 2.09 € 3375 Fixed Annual 17/07/2016 ~ 10/07/2014  17/07/2017  CCC+ 92.6 8.2

October 2015

Source: Piraeus Bank Research, Bloomberg 11
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Piraeus Bank Greek Corporate Bond Index

Index Evolution-October 2015 (Base Date: 2/1/13=100)

MoM Returns Histogramm
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» The lowest price in October for the index was 114.68 while the highest price was 117.74.

» The value of the Greek Corporate Bond Index on October 30 had increased by 2.56 % compared 30-Oct

to the previous month. Moreover, the index’s average (MoM) return in the same month was Members 15
0,
2.83%. Market Capitalisation (EUR bn) 6.55
» 33 months of historical data show that the index MoM return at the end of October was higher Weidhted Average Yield 503
than 89% of realized past returns. Returns, larger or equal to the level of 2.56% were observed .g g '
on average 5 days during a month. Weighted Average Coupon 5.44
*( Returns with low frequency of occurrence have a smaller probability of being realized in the near Weighted Average Maturity 2.86
future). . .
uture) Weighted Average Duration 2.57
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Piraeus Bank Greek Corporate Bond Index
Index Composition— October 2015

Issuance ~~ Amount Coupon Next Coupon CreditRating LastPrice-30 Yield -30

Amount  Outstanding  Cumency  Coupon  CouponType lssuance Date ~ Maturity  (Standard &

(€mn) (€mn) Frequency  Payment Poor's) October ~ October
COCA-COLAHBC FINANCE B 800.00 800.00 ¢ 2375 Fixed Al 18/06/16  06/10/2013  06/18/2020 BBB 10590 099
OTERLC 70000 70000 £ 7875 Fixed Semi-Annual 07002116 012902013 02/07/2018 B+ 10779 422
HELLENIC PETROLEUM FINAN 50000 50000 £ 8000 Fixed Semi-Annual 1071115 0412902013 05/10/2007 9957 830
INTRALOT FINANCE LUXEMBU 3500 27560 £ 9750 Fixed Semi-Annual 1502116 0B/0L2013  08/15/2018 B 10640 590
FRIGOGLASS FINANCE B 25000 25000 £ 8250 Fired Semi-Annual 151115 05132013 05/15/2018 B+ 9958 844
COCA-COLAHBC FINANCE B 600.00 600.00 £ 4250 Fired Al 16/11/15 11092009  11/16/2016 BBB 10401 0.36
OTERLC 900.00 62045 £ 4625 Fived Al 20/05/16  11/14/2006  05/20/2016 B+ 10093 283
TITAN GLOBAL FINANCE PLC 20000 20000 £ 8750 Fived Semi-Annual  1901/16 12172012 01/19/2007 B 10594 368
PPC FINANCEPLC* 500,00 50000 £ 5500 Fived Semi-Annual  OLOS/16 043002014 05/01/2019 (e 86,01 1037
PPC FINANCEPLC* 20000 20000 £ 4750 Fived Semi-Annual  OLOS/16 043002014 0/01/2017 CCe- 9211 1059
INTRALOT CAPITAL LUX¥ 25000 2119 £ 6000 Fived Semi-Annual 15115 04302014 08/15/202L B 9317 753
MOTOR OIL FINANCE PLC¥ 35000 35000 £ 5125 Fived Semi-Annual  15/1/15  05/152014  05/15/2019 9440 6.94
TITAN GLOBAL FINANCE PLC 30000 29750 £ 4250 Fived Semi-Annual  1000/16  07/03/2014  07/10/2019 B 9753 499
HELLENIC PETROLEUM FINANCEX 3500 3500 £ 5250 Fived Semi-Annual  O4/01/16 062502014 07/04/2019 9200 813
OTEPLCH 70000 70000 £ 3500 Fixed Anual 09/07/16  07/07/2014  07/09/2020 Bt 9649 434
*20141ssUes

October 2015

Source: Piraeus Bank Research, Bloomberg 13
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Disclaimer: This note constitute an investment advertisement, is intended solely for information purposes and it cannot in any way be considered investment
advice, offer or recommendation to enter into any transaction. The information included in this note may not be construed as suitable investment for the holder,
nor may it be considered as an instrument to accomplish specific investment goals or relevant financial needs of the holder and may neither be reckoned as a
substitute to relevant contractual agreements between the Bank and the holder. Before entering into any transaction each individual investor should evaluate the
information contained in this note and not base his/her decision solely on the information provided. This note cannot be considered investment research and
consequently it was not compiled by Piraeus Bank according to the requirements of the law that are intended to ensure independence in the sector of investment
research. Information comprised in this note is based on publically available sources that are considered to be reliable. Piraeus Bank cannot be held accountable
for the accuracy or completeness of the information contained in this note. Views and estimates brought forward in this note represent domestic and international
market trends on the date indicated in the note and they are subject to alteration without previous warning. Piraeus Bank may also include in this note investment
research done by third parties. This information is not modified in any way, consequently the Bank cannot be held accountable for the content. The Piraeus Bank
Group is and organization with a considerable domestic and international presence, and provides a great variety of investment services. In cases where conflicts
of interest issues should arise while Piraeus Bank or the rest of the companies of the group provide investment services in relation to the information provided in
this note, Piraeus Bank and the companies of the Group should be underlined that (the list is not exhaustive): a) No restrictions apply in dealing for own account,
or with regards to trading in relation to portfolios managed by Piraeus Bank or companies of its group before the publication of this note, or with regards to
trading before an initial public offer. b) It is possible that investment or additional services are provided to the issuers included in this note against a fee. c) Itis
possible that Bank or any of its subsidiaries participate in the share capital of any of the issuers included in this note or may attract other interests financial or not
from them. d) The Bank or any of its subsidiaries may act a market maker or an underwriter for any of the issuers included in the note. e) Piraeus Bank may have
issued similar notes with different or incompatible content with the content of this note. It should be explicitly noted that: a) Figures refer to past performances
and past performances do not constitute a safe indication for future performances. b) Figures constitute simulation of past performances and they are not a safe
indication of future performances. c) Any projections or other estimates are not safe indications for future performances. d) Taxation treatment of information
provided in this note may differ according to the rules that govern each individual investor. Therefore the holder should seek independent advice in relation to
taxation rules that may affect him/her. e) Piraeus Bank is not under any obligation to keep data and information provided herein updated.
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