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 P R O J E C T  F I N A N C E  P R A C T I C E  

A sigh of relief for Greek enterprises: Loans 

granted by credit institutions under the 

guarantee of the Hellenic Development Bank 

(HDB)                                                                                                                     

BY C HR ISTI NA C HI NI ,  KO NST ANT INO S -  ANTO NIO S ( A NDY )  GRI V AS

 

The COVID-19 epidemic crisis hardly makes the 

headlines any more. It seems that individual 

citizens and enterprises across the globe have 

adapted to this new reality quite well. Even so, it 

should be fairly obvious that the financial 

consequences of this crisis shall in all likelihood 

have a lasting effect to national economies.  

1. Exceptional circumstances call for 

exceptional state aid measures  

The European Commission (EC) took notice of this 

fact early enough and was pro-active in dealing 

with it. On March 20th, 2020, the EC issued the 

“Temporary Framework for State Aid measures to 

support the economy in the COVID-19 current 

outbreak” (2020/C 91 I/01) (in short, the 

“Temporary Framework”), an aspiring plan 

setting out the means in which enterprises and 

especially SMEs active in the EU could receive 

financial support through state funds. The 

Temporary Framework has already undergone 

five (5) amendments, the most recent of which 

has been in effect since February 1st, 2021 

(2021/C 34/06). The Temporary Framework is 

intended as a “swift and effective” (as per recital 

8 thereof) legal toolkit for different types of state 

aid to be accorded to individual undertakings and 

sectors operating in the EU with a pivotal role in 

national economies and/or the internal market. 

As articles 107-108 TFEU forbid state aid in 

principle, it is only by way of derogation that 

state funds may be funneled to private 

enterprises. In this context, the Temporary 

Framework makes for an “umbrella” plan, 

designed to cover several exemptions from state 

aid rules, specifically on the basis of either article 

107(2)(b) TFEU (i.e. “aid to make good the 

damage caused by natural disasters or 

exceptional occurrences”) or article 107(3)(b) 

TFEU (i.e. “aid to …remedy a serious disturbance 

in the economy of a Member State”). 

2. The Hellenic Development Bank’s 

involvement 

In the case of Greece, one of the most crucial 

aspects of financial support pursuant to the 

Temporary Framework and, indeed, article 

107(3)(b) TFEU itself, has been the provision of 

loans to Greek businesses under the guarantee of 

the "COVID-19 Business Guarantee Fund" (in 
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short, the “Fund”)1 established by resources of 

the Greek State and the Operational Programme 

“Competitiveness, Entrepreneurship and 

Innovation” (OPCEI)2, run by the European 

Regional Development Fund (in short, the 

“ERDF”). The Fund is managed by the Hellenic 

Development Bank (in short, the “HDB”), 

formerly known as the “Hellenic Fund for 

Entrepreneurship and Development”, namely the 

universal successor of the Fund of Small & Very 

Small Enterprises that had been established 

under Law 3066/2002. Currently operating in the 

form of a société anonyme, the HDB is governed 

by Law 4608/2019 and Law 3912/2011, while 

remaining subject to the provisions of Law 

4548/2018 on sociétés anonymes and EU 

regulations. 

In the context of section 3.4 of the Temporary 

Framework, financial resources of the Fund are to 

be channeled through credit institutions that act 

as financial intermediaries3 to the final 

beneficiaries, i.e. undertakings facing a sudden 

liquidity shortage. To do so, each intermediary4 

had to enter into an agreement with the HDB 

(following an invitation by the latter), regarding 

the provision by the bank in question, of new 

                                                           
1
 The Fund was established by virtue of the Ministerial Decision 2500/6/2020 

(Official Government Gazette, vol. B, no. 1768/08.05.2020), as amended and 
each time in force, as an independent unit under the management of the 
Hellenic Development Bank. 
2
 In Greek, Επιχειρησιακό Πρόγραμμα «Ανταγωνιστικότητα 

Επιχειρηματικότητα και Καινοτομία 2014-2020». 
3
 As per the information published on HDB’s website, the financial institutions 

that participate are the following thirteen (13): National Bank of Greece, 
Piraeus Bank, Eurobank, Alpha Bank, Attica Bank, Optima Bank, Procredit 
Bank, Cooperative Bank of Epirus, Pancreta Bank, Cooperative Bank of 
Thessaly, Cooperative Bank of Karditsa, Cooperative Bank of Serres, 
Cooperative Bank of Chania. 
4
 Eligible to apply to the Fund’s financing resources is any credit institution 

with at least one (1) branch in any of the thirteen (13) geographical regions of 
Greece. 

loans to Greek enterprises guaranteed by the 

Fund.  

To date, the HDB has addressed three (3) 

invitations5 to the Greek financial institutions to 

apply for participation in the above financing 

scheme. Pursuant to decision S.A. 56857 

(2020/N) of the European Commission, as 

amended through decision S.A. 57048 (2020/N) 

of the same, the budget has been set at EUR two 

billion (€ 2,000,000,000) in total. Each 

participating bank had been requested to 

demonstrate that it maintains a mechanism 

ensuring that the benefits of financing through 

the Fund are to the maximum extent possible 

trickled down to the actual beneficiaries of such 

resources (i.e. in terms of lower collateral 

requirements, lower interest rates and guarantee 

premiums). 

3. Eligibility criteria and applicable key terms 

of loan agreements 

Financing as per the above may be granted to 

undertakings of all sizes that are seated in 

Greece, with the exception of credit institutions 

and sectors non-eligible by the ERDF, as well as 

undertakings that on 31.12.2019 were already “in 

difficulty” within the meaning of the General 

Block Exemption Regulation6 or fall under the 

scope of article 40 of the law 4488/2017, as in 

force, or are in arrears (for more than 90 days) in 

terms of obligations to credit institutions, or are 

subject to recovery of unlawful state aid. For the 

                                                           
5 Phase A: May 2020, Phase B: September 2020 and Phase C: February 2021 
6 Commission Regulation (EU) No. 651/2014 of 17 June 2014 declaring certain 
categories of aid compatible with the internal market in application of Articles 
107 and 108 of the Treaty (OJ L 187 of 26.6.2014, p. 1). 
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primary agricultural and the fishery and 

aquaculture sectors specific provisions for 

granting the financing scheme apply7. 

The key terms of the guaranteed loan 

agreements that have been set by the HDB, in 

accordance with the Temporary Framework, 

relate to the loans’ maturity (of 1 to 5 years), the 

maximum amount of the loan principal 

(depending on the beneficiary’s turnover and 

liquidity needs) and the permitted purpose 

thereof, which is focused on working capital 

needs but excludes (i) refinancing of existing 

borrowing or credit lines, (ii) financing of any 

programme for the payment of dividends or 

purchase of shares or (iii) financing of acquisitions 

and mergers. Moreover, the HDB must retain 

access to the beneficiaries’ and the participating 

intermediaries’ information so as to monitor their 

creditworthiness. The monitoring and reporting 

obligations laid down in section 4 of the 

Temporary Framework (i.e. in terms of 

amendments or other elements affecting the 

guaranteed loans) also apply. 

4. Guarantee limits and guarantee premiums 

The measure here discussed is meant as a 

guarantee for up to 80% of the amount of each 

loan. This means that losses, namely non-

repayment of individual loans, are attributed to 

the Fund and the financial intermediary at an 

80:20 ratio. However, the HDB’s cap of losses is 

set at 30% of Large Enterprises Loan Portfolio and 

40% of SMEs & self-employed enterprises Loan 

                                                           
7
 As set out under clause 3.1 (23) of the Temporary Framework. 

Portfolio per participating bank while any further 

losses shall be borne by the intermediary in 

question. In the case of loans granted under the 

3rd HDB’s invitation (Phase C), addressed only to 

Very Small Enterprises, the HDB’s cap of 

guarantee of the relevant Loan Portfolio is set at 

60%. 

The guarantee is granted by the Fund against a 

guarantee premium payable by the beneficiary, 

which can be subsidized by the Fund, at the 

beneficiary’s discretion, provided that the 

subsidized amount falls within the limits provided 

under the Temporary Framework and depending 

on the sector8 the enterprise at issue is active in. 

The guarantee premium is calculated over the 

guaranteed amount of the loan and is payable in 

a bullet payment, taking into consideration the 

agreed repayment schedule of the respective 

loan9. More specifically, the guarantee premium 

is determined as a percentage per annum and 

increases progressively as follows, depending on 

each loan’s duration: 

                                                           
8
 Lower thresholds regarding the subsidized guarantee amount apply to 

undertakings active in the agricultural, fisheries and aquacultural industries.  
9
 The exact method of payment of the guarantee premium is described in the 

agreement concluded between each credit institution and the HDB. 
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Type of recipient Credit risk margin 

for the 1
st

 year 

maturity loan (in bps) 

Credit risk margin for the 

2
nd

 and 3
rd

 years maturity 

loan (in bps) 

Credit risk margin for 

the 4
th

 to 5
th

 years 

maturity loan (in bps) 

SMSE and self-employed 0.25 0.50 1.00 

Large Enterprises 0.50 1.00 2.00 

 

5. Should the market be hopeful? 

Financial support through state or EU funding is, 

of course, a hot-button issue with political 

undertones. And while hardly anyone would like 

to see any industries (or national economies for 

that matter) becoming addicted to state aid, the 

loans provided under the HDB’s guarantee are 

among the least controversial aspects of the legal 

framework which has been contrived to mitigate 

the financial effects arising from the current 

extraordinary circumstances. 

The preceding analysis reveals how Greek banks 

have assumed the responsibility of maintaining 

the flow of credit to the real economy (as per 

recital 5 of the Temporary Framework) and why 

the loans granted under the HDB’s guarantee have 

brought some relief to thousands of Greek 

enterprises already. For one thing, all Greek 

banks, i.e. systemic and non-systemic alike, have 

been invited to act as intermediaries and to apply 

their own standards and expertise in financing 

businesses. Credit institutions presumably always 

retain a bird’s eye view over the economy and are 

best suited to optimally distribute resources by 

identifying local financial needs. This suggests 

that, even when state funds are at stake, the 

provision of credit (and the terms of such 

provision) are determined on relatively objective 

criteria, i.e. riskiness, expected profitability, 

performance in terms of Corporate Social 

Responsibility, etc., rather than being contingent 

on random bureaucratic decisions. 

Moreover, the eligibility criteria set by the HDB 

are straightforward (which implies reasonable 

regulatory costs) and balanced, in the sense that 

the level of economic development per 

geographical region is also taken into account. 

More significantly, though, this financing scheme 

has served (and promises to continue doing so) to 

facilitate liquidity needs of businesses active in a 

wide range of productive activities. Such 

horizontal allocation of financial support lessens 

concerns relating to selectivity of beneficiaries and 

is therefore viewed as compatible with (perhaps 

even conducive to) the protection of competition 

on a national and EU-wide level. 

This being the case, and given the demonstrated 

interest of Greek enterprises for facilities under 

the HDB’s guarantee, the loans provided under 

the HDB’s guarantee are now well established into 

Greek banking practice and seem to offer to their 

beneficiaries something more than just relief 

amidst challenging times; the prospect of 

development or, in other words, hope. 
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