
 

 

Greek banks’ bonds fare better than equity 
 
Last week’s reopening of the Greek stock exchange saw the country’s banks lead the worst selloff 
on record. But these same institutions’ bonds have proved much more resilient, with several bonds 
actually advancing over the last week.  
 

 Greek banks’ equity values fell by nearly 60% last week 

 National Bank of Greece’s 2016 bonds now yielding less than 20%; lowest in six weeks 

 Smaller banks Piraeus and Alpha banks have also seen their bond recover from lows 
 

The four week trading hiatus imposed on 
Greek stocks in the wake of the country’s 
ongoing debt crisis has hit banks hardest of 
all, as seen by the fact that the FTSE/ATHEX-
CSE Banking Index fell by nearly 40% in the 
week after the ban was lifted. This slump 
compounded the sector’s fall for the year so 
far to 71.3%; three times that seen in the 
constituents of the FTSE/ATHEX Large Cap 
index. 
 
While the slump was partly driven by pent up 
selling demand, the fact that the National 
Bank of Greece’s ADRs, which continued to 
trade over the recent market shutdown, fell by 
a further 16% to a record low indicates that 
the price swing was partly driven by a 
continued deterioration of investor sentiment 
towards Greek banks.  
 
Fixed income bucks the trend 
Interestingly, the pain of Greek bank equity 
investors last week has not been felt by fixed 
income investors, as Greek bank bonds 
tracked by Markit have continued to see their 
yields fall. 
 

 
 
Greece’s largest bank, National Bank of 
Greece, has seen the yield on its short term 
bond due 2016 plummet since the bailout was 
agreed on July 12th. These bonds yielded as 
much as 70% on July 8th but have since 
tightened to below 19% as of last Friday’s 
close; a level last seen in mid-June.  
 
As an agreement for a third bailout package 
is set in motion, credit investors have become 
more bullish on National Bank of Greece’s 
credit risk, but yields are still a far cry away 
from those seen pre-Syriza. 
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This is trend is not limited to National bank of 
Greece, as smaller Greek banks have also 
seen bond prices bounce back from the sharp 
selloff seen in early July. Alpha Bank and 
Piraeus Bank have both seen their two year 
bonds make significant gains in price from 
their recent lows. Alphas Bank’s bond due 
2017 has gained 22pts (cash basis to par) 
since July 7th and currently trades at 51.5. 
Piraeus’s bonds of the same maturity have 
also tightened significantly from their lows 
seen on the same day. 
 
While both Alpha’s and Piraeus’ bonds 
continue to trade at distressed levels (49% 
and 95% respectively) the fact that their 
prices have recovered strongly from the lows 
seen at the crux of the crisis indicates that 
bond investors are placing more faith in the 
continuing negotiations. This marks an 
interesting contrast to the treatment of these 
banks’ equities, as demonstrated by the 
recent all-time lows.  
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